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CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMEN TS

Targa Resources Corp.’s (together with its subs&ba other than Targa Resources Partners LP Rhetriership”), collectively “we,” “us,”
“Targa,” “TRC,” or the “Company”)eports, filings and other public announcements finagn time to time contain statements that do
directly or exclusively relate to historical fac&uch statements are “forward-looking statementstl can typically identify forwardeoking
statements within the meaning of Section 27A of $leeurities Act of 1933, as amended, and Sectidh dlthe Securities Exchange Act
1934, as amended, by the use of forward-lookintestants, such as “may,” “could,” “project,” “beliey “anticipate,” “expect,” “estimate,”
“potential,” “plan,” “forecast” and other similaravds.

All statements that are not statements of histbfaws, including statements regarding our futiimancial position, business strategy, bud(
projected costs and plans and objectives of managefor future operations, are forward-looking stagnts.

These forwardeoking statements reflect our intentions, planpeetations, assumptions and beliefs about futueats and are subject to ris
uncertainties and other factors, many of whicharside our control. Important factors that couddige actual results to differ materially ft
the expectations expressed or implied in the fouM@oking statements include known and unknown rigksown risks and uncertainti
include, but are not limited to, the risks setliarn “Part I, Item 1A. Risk Factors.” of this Andugeport on Form 10-K (“Annual Reportgs
well as the following risks and uncertainties:

« the Partnershig’ and our ability to access the debt and equityketsy which will depend on general market condgiamd the crec
ratings for our debt obligation

- the amount of collateral required to be posted ftione to time in the Partnership’s transactions;

» the Partnership’s success in risk management tesivincluding the use of derivative instrumesthiedge commodity risks;
« the level of creditworthiness of counterpartiesrémsactions;

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

« the timing and extent of changes in natural gasjrabhgas liquids (“NGL")and other commaodity prices, interest rates and denfia
the Partnersh’s services

- weather and other natural phenomena;
« industry changes, including the impact of consdiates and changes in competition;
« the Partnership’s ability to obtain necessary be=n permits and other approvals;

« the level and success of oil and natural gas mgiliround the Partnershipassets, its success in connecting natural gamiesipo it
gathering and processing systems and NGL supliés togistics and marketing facilities and thetRerships success in connect
its facilities to transportation and marke

« the Partnershig’ and our ability to grow through acquisitions oternal growth projects and the successful intémraand futur
performance of such asse

« general economic, market and business conditiorts; a

« the risks described elsewhere in “Part I, Item Rk Factors.’in this Annual Report and our reports and registrastatements file
from time to time with the United States Securiti@sl Exchange Commissic“SEC").

Although we believe that the assumptions underlgingforwardlooking statements are reasonable, any of the gstgams could be inaccura
and, therefore, we cannot assure you that the fodeaking statements included in this Annual Repatt prove to be accurate. Some of th
and other risks and uncertainties that could cacdaal results to differ materially from such forddooking statements are more ft
described in “Part I, Item 1A. Risk Factorgn"this Annual Report. Except as may be requiredplicable law, we undertake no obligatio
publicly update or advise of any change in any foviooking statement, whether as a result of néarination, future events or otherwise.
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As generally used in the energy industry and ia Annual Report, the identified terms have theofelhg meanings:

Bbl Barrels (equal to 42 U.S. gallor

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 Liquid volume equivalent expressed as gallons pé0Xcu. ft. of natural ge
LPG Liquefied petroleum ga

MBbI Thousand barrel

MMBbI 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 thetehiStates of Americ
NYSE New York Stock Exchang

Price Index Definitions
IF-NGPL MC Inside FERC Gas Market Report, Natural Gas Pipehtid-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 QOil Price Information Service, Mont Belvieu, Te>
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PART |
Item 1. Business
Overview

Targa Resources Corp. (NYSE: TRGP) is a publi@yged Delaware corporation formed in October 2008.d& not directly own any operat
assets; our main source of future revenue therédrem general and limited partner interests|uding incentive distribution rights (“IDR%,
in the Partnership, a publicly traded Delawaretiaipartnership (NYSE: NGLS) that is a leading pitew of midstream natural gas and nal
gas liquid services in the United States. The Rastrip is engaged in the business of gatheringpoessing, treating, processing and se
natural gas and storing, fractionating, treatingns$porting, terminaling and selling NGLs, NGL puots, and gathering, storing and termine

crude oil and refined petroleum products.

On December 10, 2010, we completed an initial puttiiering (“IPO”) of common shares in the Company. In the IPO, thmgeshareholder
including a member of our senior management, s8J8311,250 common shares at a price of $22.00 @eeskVe did not receive any proce
from the sale of shares by the selling sharehald@nscompletion of the IPO, there were 42,292, 38 es outstanding.

Financial Presentation

One of our indirect subsidiaries is the sole gdneametner of the Partnership. Because we cont®lgidneral partner, under generally acce
accounting principles we must reflect our ownershtprest in the Partnership on a consolidatedsbasicordingly, the Partnershipfinancia
results are included in our consolidated finansiatements even though the distribution or transf@&artnership assets are limited by the t
of the partnership agreement, as well as restectiovenants in the Partnersisidending agreements. The limited partner interestthe
Partnership not owned by us are reflected in osulte of operations as net income attributabledncontrolling interests. Throughout t
Annual Report, we make a distinction where relevagiween financial results and disclosures appicad the Partnership versus th
applicable to us as a standalone parent includimgion-Partnership subsidiaries (“Non-Partnershi"addition, we provide condensed Pa
only financial statements as required by the SEC.

The Partnership files its own separate Annual Repdre financial results and dividends to our shalgers included in our consolida
financial statements will differ from the financi@sults and distributions of the Partnership prilpaue to the financial effects of:

« noncontrolling interest in the Partnership;

« our separate debt obligations;

« certain general and administrative costs applictbles as a public company;

« federal income taxes; and

« certain non-operating assets and liabilities thatretained.
Overview of the Business of Targa Resources Corp.
Our primary business objective is to increase @shcavailable for dividends to our stockholdersabgisting the Partnership in executing
business strategy. We may facilitate the Partnpisigrowth through various forms of financial supportluding, but not limited to, modifyir
the Partnership’s IDRs, exercising the PartnershipR reset provision contained in its partnersigpeement, making loans, making cay
contributions in exchange for yielding or ngielding equity interests or providing other fingadcsupport to the Partnership, if needec

support its ability to make distributions. In adiolit, we may acquire assets that could be candidateacquisition by the Partnerst
potentially after operational or commercial improvant or further development.
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At February 15, 2013, our interests in the Partripreonsist of the following:

e a 2% general partner interest, which we hold thhooigr 100% ownership interest in the general par

e all of the outstanding IDRs; at

e 12,945,659 of the 101,788,617 outstanding commats ohthe Partnership, representing a 12.7% lidhgartnership interes
Our cash flows are generated from the cash disioibsi we receive from the Partnership. The Parhieris required to distribute all availa
cash at the end of each quarter after establisieiegrves to provide for the proper conduct of itsitess or to provide for future distributic
Our ownership of the general partner interestlestitis to receive 2% of all cash distributed inuartgr.

Our ownership of the IDRs of the Partnership egitls to receive:

e 13% of all cash distributed in a quarter after 888 has been distributed in respect of each comumiinof the Partnership for tt
quarter;

e 23% of all cash distributed in a quarter after 809 has been distributed in respect of each comamitnof the Partnership for tf
quarter; anc

e 48% of all cash distributed in a quarter after $6Zb has been distributed in respect of each commdnof the Partnership for tt
quarter.

We are party to an Omnibus Agreement with the Rastiip that governs the relationship regardinga@enteimbursement and indemnificat
matters. The Partnership agreement will governetimeatters after the Omnibus Agreement expires ail 39, 2013. So long as our only ci
generating asset is our interests in the Partnerske will continue to allocate to the Partnershigbstantially all of our general ¢
administrative costs other than our direct costisedfig a reporting company. Sdeet 13. Certain Relationships and Related Tramsastan:
Director Independence—Omnibus Agreement.”
We employ 1,192 people. See “Employees.” The Pestiie does not have any employees to carry ooipisations.
Overview of the Business of the Partnership
We formed the Partnership in October 2006 to owerate, acquire and develop a diversified portfoi@omplementary midstream ene
assets. The Partnership is a leading provider détmaam natural gas, NGL, terminaling and crudegathering services in the United State
is engaged in the business of:

- gathering, compressing, treating, processing altidg@atural gas;

« storing, fractionating, treating, transporting @ailing NGLs and NGL products;

» (gathering, storage and terminaling crude oil, and

» storing, terminaling and selling refined petroleproducts.

The Partnership operates in two primary divisiqisGathering and Processing, consisting of twartgble segments—af Field Gathering ai
Processing and (b) Coastal Gathering and Processimth(ii) Logistics and Marketing, consisting @fat reportable segments-aj(Logistict
Assets and (b) Marketing and Distribution.

Acquisitions from Targ

From 2007 through 2010, the Partnership acquirest wioits operating businesses in a series of aitgpris from us with an aggregate purct
price of approximately $3.1 billion. The businessesude:
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« In February 2007, the Partnership acquired certatoral gas gathering, processing and treatingsass¢he Fort Worth Basin / Be
Arch in North Texas and their operations colled§iveferred to as th*North Texas Syster’

« In October 2007, the Partnership acquired certaitural gas gathering, processing and treating asasetWest Texas and th
operations collectively referred to “SAOU;"

« In October 2007, the Partnership acquired certatoral gas gathering, processing and treating ags&outhwest Louisiana and tt
operations collectively referred to “LOU;”

« In September 2009, the Partnership acquired our K@&iness consisting of fractionation facilitiegrage and terminaling facilitie
low sulfur natural gasoline treating facilitiesppline transportation and distribution assets, gnepstorage, truck terminals and N
transport assets and their operations collectikaflgrred to as the Logistics and Marketing divisiorihe” Downstream Busines”

« In April 2010, the Partnership acquired certairunatgas gathering and processing assets whicle ggoduction from the Louisia
Gulf Coast and their operations collectively rederto as th”Coastal Straddle”

« In April 2010, the Partnership acquired certainurgtgas gathering and processing systems, proceptints and related asset
West Texas and their operations collectively reféiio as* Sand Hills”

« In August 2010, the Partnership acquired our 63%erghip interest in Versado Gas Processors, L.which conducts a natural ¢
gathering and processing business in New Mexidteatovely referred to a“Versada” and

« In September 2010, the Partnership acquired our G&#ership interest in Venice Energy Services Comipa.L.C., a joint ventut
that owns and operates a natural gas gatheringoamkssing business in Louisiana consisting of asted straddle plant and tr
operations and a whollgwned subsidiary that owns and operates an offshgathering system and related assets (collect
“VESCC") that serve production from the Gulf of Mexico steaifd deepwate

For a detailed description of these assets, pesé— The Partnership’s Business Operations.”
Acquisitions from Third Partie

While the Partnership’ growth through 2010 was primarily driven by thepiementation of a dropdown strategy, it also hagaord o
successful third-party acquisitions. During 2018l 2012, the Partnership closed the following adtjorss:

Badlands

On December 31, 2012, the Partnership acquiredi&a&idte Pipeline LLGS crude oil gathering pipeline and terminal systard nature
gas gathering and processing operations, colldgtregerred to as “Badlandgbr cash consideration of $975.8 million subjectostomar
purchase price adjustments and a contingent payofe60 million that is conditioned upon aggregatede oil gathering volum
exceeding certain thresholds by nZ@14. The business is located in the Williston Basithe McKenzie, Dunn and Mountrail countie
North Dakota and includes approximately 155 milémde oil gathering pipelines. The acquired beséhas combined crude
operational storage capacity of 70,000 barrels veitttombined estimated throughput of 32,000 barpals day. It also includ
approximately 95 miles of natural gas gatheringelpies and a 20 MMcf/d natural gas processing phétit an expansion underway
increase capacity to 40 MMcf/d. As of December &112, the system had approximately 260,000 acrdeated for crude oil gatheri
and over 100,000 acres dedicated for natural gdeeigag. We are actively pursuing gathering opputtes such that we expect additic
acreage dedications from producers active in thek&a Shale as we expand our operatiorss this acquisition closed on December
2012, it had no impact on the Partnershifgsults of operations for 2012, other than tretisa costs related to the acquisition. See N
in our “Consolidated Financial Statements” for fsoma financial information related to the Partigpés Badlands acquisition.
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Other Acquisitions

In March 2011, the Partnership acquired a refinelofeum products and crude oil storage and tedimgpdacility in Channelview
Texas on Carpenter's Bayou along the Houston Shignel (the "Channelview Terminal”) for $29 milliomhe Channelvie
Terminal, with storage capacity of 544,000 barrets) handle multiple grades of blend stocks, peirol products and crude oil ¢
has potential for expansion, as well as integratigh the Partnersh’s other logistics operation

In September 2011, the Partnership acquired refiedleum products and crude oil storage and teatinig facilities in two separe
transactions. The facility on the Hylebos Watenirayhe Port of Tacoma, Washington (the “Sound Taati) has 758,000 barrels
capacity and handles refined petroleum productsjecioil, LPGs and biofuels, including ethanol amadkesel. The facility on tt
Patapsco River in Baltimore, Maryland (the “BaltimoTerminal”) has approximately 505,000 barrels of storage cgpaBiott
terminals contain blending and heating capabiliteesl have tanker truck and barge loading and difigainfrastructure. Total ca
consideration including working capital for botttifdies was $135 million

In July 2012, the Partnership acquired the Big Lg&e processing plant in Lake Charles, Louisiariid, avgross processing capacit
200 MMcf/d.

In December 2012, the Partnership acquired additiproperty on the Houston Ship Channel (“Targai®aMarine Terminal”’or
“Patriot Terminal”). The Partnersh'initial investment including the acquisition dfet property and initial dock upgrades will
approximately $25 million. While not currently opéional, the acquisition of the Patriot Terminabyides expansion potential
both our Petroleum Logistics business and proparteie export capabilitie

The Partnership has funded all acquisitions frommgdaand third parties using earnings from operatiqroceeds of equity offerin
borrowings under its credit facilities and noteussces. We expect that acquisitions of tipiedty businesses and assets will continue to
significant component of the Partnership’s grovitategy.

Organic Growth Projects

In addition to acquiring businesses and assets t@mnd third parties, the Partnership has suadbssbmpleted both large and small org:
growth projects associated with its existing asaet expects to continue to do so in the futureeséhprojects have involved growth caj
expenditures of approximately $1 billion since 2@®id include the following projects completed 120

Benzene treating projecA new treater was constructed which operates ijuomtion with the Partnershig’existing low sulfur natur
gasoline (“LSNG")facility at Mont Belvieu and is designed to redienzene content of natural gasoline to meet newe rstoinger
environmental standards. The gross cost was appately $40 million and was completed in the firsager of 2012

Gulf Coast Fractionators expansiom the second quarter of 2012, Gulf Coast Fractmmsa(“"GCF"), a partnership with Phillips ¢
and Devon Energy Corporation, in which the Partmprewns a 38.8% interest, completed an expansiamcrease the capacity of
NGL fractionation facility in Mont Belvieu. The gse cost was approximately $92 million (the Partmg’'s net cost wz
approximately $35 million) for an estimated ultimagpacity of approximately 145 MBbl,

The Partnership has the following major organionghoprojects either underway or announced, whiagksttmates will require approximat
$1.3 billion in future growth capital expenditutésough 2014:

Cedar Bayou Fractionators expansiorhe Partnership is currently constructing approxetyal00 MBbl/d of additional fractionatis
capacity (“Train 4") at its 88% owned Cedar Bayaadtionator (“CBF")in Mont Belvieu for an estimated gross cost of $&dbion.
The expected ste-up of the Train 4 facilities is in the second gaadf 2013

North Texas Longhorn plarThe Partnership has commenced spending associ#éted wew 200 MMcf/d cryogenic processing p
for its North Texas System, with an expected cotigriein third quarter 2013, subject to regulatoppeovals, and an estimated cay
investment of approximately $150 million for theupt and associated projec
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« International export projectsConstruction is underway to expand the Partnerstppbpane and butane international export cap
The Partnership expects to invest a total of apprately $480 million in connection with the expaddeoject to improve and expe
its Mont Belvieu complex and existing import/exporarine terminals at Galena Park. The anticipatedptetion date for the initi
portion of the project is in the third quarter @13, and we expect to complete the expanded poofidine project in the third quar
of 2014.

As mentioned previously, in December 2012, therfeaship acquired the Targa Patriot Marine Termimedr its existing marii
terminal in Galena Park. The Partnershiphvestment, including acquisition of the propesayd initial dock upgrades, will
approximately $25 million. Plans are being devetbfzeutilize the facility for petroleum productsddar propane/butane exports.

« Petroleum logistics terminal expansioThe Partnership has started projects to expandapacity and capability of the three refi
products terminals that it acquired in 2011. ThariRaship expects to invest approximately $105iarilbn these project

» SAOU High Plains planfThe Partnership has commenced spending associ#ted wew 200 MMcf/d cryogenic processing plant
related gathering and compression facilities folO8Ato meet increasing production and continued ypeed activity on the easte
side of the Permian Basin, with an anticipated detign date in mid2014. The Partnership expects to invest an estind22*
million for the plant and associated proje:

« Badlands expansiorThe Partnership has announced preliminary plansviest over $250 million during 2013 to support iéiddal
infrastructure necessary to meet producer actatiiys Badlands gathering systems and facilitiddanth Dakota

Growth Drivers

The Partnership believes its ngarm growth will be driven by its significant orgargrowth investments as well as strong supply éemhan
fundamentals for the Partnership's existing busigsThe Partnershipbelieves that its assets are not easily dupticatel are located in act
producing areas and near key NGL markets and logisenters. Over the longer term, we expect thtn®aship's growth will continue to
driven by shale plays and by the deployment ofeslexiploration and production technologies in baquitistich natural gas and crude
resource plays.

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

We believe that the current levels of oil, condéasand NGL prices and the forecast prices for tle@segy commodities have caused prodt
in and around our natural gas gathering and prowgsseas of operation to focus their drilling prams on regions rich in these forms
hydrocarbons. Liquids rich gas is prevalent frotmalls in the Wolfberry Trend, Cline and Canyom8a plays, which are accessible by
SAQU processing business in the Permian Basin, ft@roil wells in the Wolfberry and Bone Springayd, which are accessible by the £
Hills system, and from “oilierbortions of the Barnett Shale natural gas playeeisly portions of Montague, Cooke, Clay and Wisenties
which are accessible by the North Texas Systadchfrom oil wells in the Bakken and Three Forlayplwhich are accessible by our Badl:
business in North Dakota.

Producer activity and resulting NGL supplies fromeas rich in oil, condensate and NGLs are curregégerating high demand for -
Partnerships fractionation services at the Mont Belvieu matkal. As a result, fractionation volumes have rédgdncreased to near existi
capacity. Even as additional fractionation capactynes orline beginning in 2013, there has been limitedenoental supply of fractionati
services in the area. These strong supply and d@feadamentals have resulted in long-term, “tak@ay” contracts for existing capacity &
support the construction of new fractionation céyasuch as the PartnershspCBF and GCF expansion projects. We are contintongg:
rates for fractionation services increase. The drigtolumes of fractionated NGLs should also resulhcreased demand for other related fee
based services provided by the Downstream Business.
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As domestic producers have focused their drillimgiquids+ich areas, new gas processing facilities are bleiilg to accommodate liquids ri
gas which results in an increasing supply of NGAs.drilling in these areas continues, NGLs reqgjrtransportation and fractionation
market hubs is expected to continue. The domesticathd for NGL components such as propane and bii@e remained relatively f
compared to growing demand in other parts of thddwehile certain key global production areas aa&lizing less LPG production. The exc
supply and globally lower relative production castthe U.S. has caused prices for these producke ttavorably priced compared to of
world markets, creating export opportunities tohieig price markets. The Partnersiiphtegrated Mont Belvieu and Galena Park Terr
assets allow us to provide the raw product, fraetimn, storage, interconnected terminalling, g=ration, pumping and ship load
capabilities to support exports. The Partnershiguisently loading small and medium sized expodseds and has expansions underway
able to support larger vessels in addition to aurent activity.

Active drilling and production activity from liqué-rich natural gas shale plays and similar crude msource plays

The Partnership is actively pursuing natural gatheging and processing and NGL fractionation opputtes associated with liquidseh
natural gas from shale and other resource plag$, as portions of the Barnett Shale and the Eagld Shale, and with even richer casingt
gas opportunities from active crude oil resour@yp| such as the Wolfberry (and other named variaintVolfcamp, Spraberry, Dean and o
geologic cross-section combinations) and the Bopen§s, Avalon and Bakken Shale plays. We belichat the Partnership’leadershi
position in the Downstream Business, which incluitesfractionation services, provides it with a qmetitive advantage relative to ot
gathering and processing companies without thesabiities.

Bakken Shale / Three Forks opportunit

The Bakken Shale and Three Forks areas of thestéitliBasin are projected to be among the fastestigg crude oil basins in the world.
producers have increased their knowledge of thenpd®y have increased drilling efficiencies amdoecked more value from their acree
Much of the current oil production is transportgdtiuck from the wells to terminals to be loadedoorail cars or injected into pipelines. 1
transportation costs from trucking are higher tfram gathering pipelines, giving the producers aon®mic incentive to pay for gather
services. Similarly, much of the current gas prdiduncis being flared, giving producers an incentteepay for gathering and process
services. The Partnershiprecently acquired assets in the heart of the &alkay should allow it to participate in the irdtaicture build out |
return for feebased revenue to gather crude oil, or gather amceps gas, from the wellhead to various takeawégrap There is a significa
amount of uncommitted acreage in proximity to tregtierships system which should provide further opportunite€nhance medium a
long-term growth.

Potential third party acquisition

While the Partnership’growth through 2010 was primarily driven by thplementation of a focused drop down strategynasiagement tee
also has a record of successful third party aciiuis. Since the Partnershigformation, its strategy has included approxinya®&.3 billion ir
acquisitions and growth capital expenditures ofalt$1.2 billion was third-parties. We expect thatd-party acquisitions will continue to b
significant focus of the Partnership’s growth st

Competitive Strengths and Strategies

We believe the Partnership is well positioned tecete its business strategies due to the followargpetitive strengths:

Strategically located gathering and processing absse

The Partnershig’ gathering and processing businesses are preduttyith@cated in active and growth oriented oil agak producing basir
Activity in the shale resource plays underlying gathering assets is driven by oil, condensateN@d production and currently favoral
prices for those energy commodities. Increasedirdyiand production activities in these areas wadiklely increase the volumes of natural

and crude oil available to the Partnershigathering and processing systems and from olswethe Bakken and Three Forks plays whict
accessible by our Badlands business in North Dakota
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Leading fractionation positio

The Partnership is one of the largest fractionadddGLs in the Gulf Coast. Its primary fractioratiassets are located in Mont Belvieu, T
and Lake Charles, Louisiana, which are key marknatars for NGLs and are located at the intersedfd#GL infrastructure including a stre:
of mixed NGL (“Mixed NGLs” or “Y-grade”)supply pipelines, storage, takeaway pipelines atirotransportation infrastructure. 1
Partnerships assets are also located near and connected twokeymers of NGL products including the petroctoainand industrial marke
The location and interconnectivity of the assets rast easily replicated, and the Partnership h#&ismt additional capability to expand
capacity. The management has extensive experiargggerating these assets and in permitting andibgilhew midstream assets.

Comprehensive package of midstream services

The Partnership provides a comprehensive packageemices to natural gas and crude oil producerduding: natural gas gatheril
compression, treating, processing and sellingjregpfractionating, treating, and selling NGLs, N@toducts, refined petroleum products
crude; and transporting natural gas, NGLs and N@ldycts. These services are essential to gathde @ud to process and treat wellheac

to meet pipeline standards and to extract NGLsébe into petrochemical, industrial and commenciafkets. We believe that the Partnership
ability to provide these integrated services presichn advantage in competing for new supplies dfiralagas because it can pro\
substantially all of the services producers, mangetind others require for moving natural gas a@Gd.$\from wellhead to market on a cost
effective basis. Additionally, due to the high coteplicating assets in key strategic positidahs, difficulty of permitting and constructing n
midstream assets and the difficulty of developimg ¢xpertise necessary to operate them, the tmtaesnter the midstream sector on a ¢
similar to ours are reasonably high.

High quality and efficient asse

The Partnership’s gathering and processing sysé&mdogistics assets consist of high-quality, wedlintained facilities, resulting in losest
efficient operations. Advanced technologies hawenbimplemented for processing plants (primarilyoggnic units utilizing centralized cont
systems), measurements (essentially all electramit electronically linked to a central data base) aperations and maintenance to ma
work orders and implement preventative maintenaw®dules (computerized maintenance managememns)stThese applications hi
allowed proactive management of the Partnershiperations resulting in lower costs and minin@atitime. The Partnership has establist
reputation in the midstream industry as a reliabid costeffective supplier of services to its customers aad a track record of safe i
efficient operation of its facilities. The Partnigiisintends to continue to pursue new contractst efficiencies and operating improvement
its assets. Such improvements in the past havededl new production and acreage commitments, neduael gas and flare volumes
improving facility capacity and NGL recoveries. TRartnership will also continue to optimize exigtiplant assets to improve and maxin
capacity and throughput.

In addition to routine annual maintenance expenesPartnershig’ maintenance capital expenditures have averaged $6illion per yee
over the last three years. We believe that thenBestip’s assets are weflaintained and anticipate that a similar level @fimenance capit
expenditures will be sufficient for us to continioeoperate these assets in a prudent and costreff@canner.

Large, diverse business mix with favorable conaatd increasing fe-based business

The Partnership maintains gathering and procegssifions in strategic oil and gas producing am@®ss multiple oil and gas basins
provides services under attractive contract tepresdiverse mix of customers across its areas @fadpns. Consequently, the Partnership i
dependent on any one oil and gas basin or custdrhergathering and processing contract portfoli® ditfractive rate and term characteris
The Partnershig' NGL Logistics and Marketing assets are typicllbated near key market hubs and near important si@&tomers. They al
serve must-run portions of the natural gas valwsnchare primarily fedsased and have a diverse mix of customers. Theticgicontrac
portfolio, largely feebased, has attractive rate and term characterisiinen the higher rates for logistics assets emtsr that are beil
renewed, the new projects underway, the lterg: nature of many of the renewed and new corstrad continuing strong supply and dern
fundamentals for this business, we expect an isarggpercentage of the Partnership’s cash flowsetéeebased. The expected growth of
fee-based Badlands business in North Dakota wdstdantribute to increasing fee-based cash flow.
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Financial flexibility

The Partnership has historically maintained a codive leverage ratio and, ample liquidity and édunded its growth investments with a
of equity and debt over time. The Partnership Hes weduced the impact of commaodity price volatility hedging the commodity price r
associated with a portion of its expected natuesd, (NGL and condensate equity volumes. Maintaimirdjsciplined approach regarding
Partnerships leverage ratio and, liquidity and mitigating coodity price volatility allow it to be flexible int$ long term growth strategy &
enable it to pursue strategic acquisitions andelgmgpwth projects.

Experienced and lor-term focused management team

The executive management team which formed TargsoiRees Inc. in 2004 and continues to manage Tangathe Partnership toc
possesses breadth and depth of combined expengodéng in the midstream natural gas and energyiniegs. Other officers and k
operational, commercial and financial employeewigmsignificant experience in the industry andwitie Partnership’s assets and businesse

Attractive cash flow characteristit

We believe the Partnership’s strategy, combinedl itst highquality asset portfolio and strong industry fundataés, allows the Partnershig
generate attractive cash flows. Geographic, busiaesl customer diversity enhances the Partnersbgsh flow profile. The Partnership’
Gathering and Processing division has a favoratahract mix that is primarily percent-of-proceelst also has increasing feased revenu
from natural gas treating fees and crude oil gatlgan its recently acquired Bakken Shale midstreesets in the Partnerstggrield Gatherin
and Processing segment, and hybrid or percentioid$é contracts in the PartnersisipCoastal Gathering and Processing segment
Partnership’s favorable contract mix, along withliingterm commodity hedging program, serves to mitigheimpact of commodity prit
movements on cash flow. Furthermore, in the Co&3tdhering and Processing Segment, the Partnerahipccess additional processable
supplies under keep-whole contracts, which befrefih an environment of low gas prices relative 81 and crude oil.

The Partnership has hedged the commodity priceassbciated with a portion of its expected natgea equity volumes through 2015 ant
NGL and condensate equity volumes through 2014rgrimg into financially settled derivative tranSans including swaps and purcha
puts (or floors). The primary purpose of the Rarships commaodity risk management activities is to heitlgexposure to price risk and
mitigate the impact of fluctuations in commodityiges on cash flow. The Partnership has intentign@ilored its hedges to approxim
specific NGL products and to approximate its acNi@L and residue natural gas delivery points. Thgriership intends to continue to mar
its exposure to commodity prices by entering irtoilar hedge transactions as market conditions fieffhe Partnership also monitors i
manages its inventory levels with a view to mitegktsses related to downward price exposure.

Asset base wepositioned for organic growth

We believe that the Partnerstipasset platform and strategic locations allove itnaintain and potentially grow its volumes andted cas
flows as its supply areas continue to benefit fexploration and development. At current and rebéstorical prices, technology advances t
resulted in increased domestic oil and liquids gels drilling and production activity. The locatiohthe Partnershig’ assets provides it w
access to stable natural gas and crude oil supgrigégproximity to endise markets and liquid market hubs while positigritrto capitalize o
drilling and production activity in those areas eTPartnershifg existing infrastructure has the capacity to harsdime incremental increase
volumes without significant investments as wellagportunities to leverage existing assets with rimgdinl expansions. We believe that
domestic supply and demand for natural gas, crubderal NGLs, and services for each, grows over Ity term, the Partnership’
infrastructure will increase in value as such isfracture takes on increasing importance in medkiagggrowing supply and demand.

While we have set forth the Partnerskiptrategies and competitive strengths above,usinbss involves numerous risks and uncerta
which may prevent it from executing its strategiesmpact the amount of distributions to unithoklefhese risks include the adverse impa
changes in natural gas, NGL and condensate/crligeiceés or in the supply of or demand for thesegmwdities, and the Partnerstsphability
to access sufficient additional production to replaatural declines in production. For a more ceteptiescription of the risks associated
an investment in the Partnership, see “ltem 1Ak Rigctors.”
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Targa has used the Partnership as a growth vetdcleursue the acquisition and expansion of midstrestural gas, NGL and ot}
complementary energy businesses and assets aseaddey the Partnershipacquisition of business from us. However, Tasgaot prohibite
from competing with the Partnership and may evelaa&quisitions and dispositions that do not invahe Partnership. In addition, through
Partnershigs relationship with Targa, it has access to a Baamit pool of management talent, strong commengktionships throughout t
energy industry and access to Targa’s broad opewdticommercial, technical, risk management amdigidtrative infrastructure.

The Partnership’s Challenges

The Partnership faces a number of challenges iteimgnting its business strategy. For example:

« If the Partnership does not successfully integaatets from acquisitions, including those fromBlaelands acquisition, our results
operations and financial condition could be adJgraffected.

» The Partnership has a substantial amount of indaebts which may adversely affect its financial posi

« The Partnershig cash flow is affected by supply and demand forra@itural gas and NGL products and by natural 3l , anc
condensate prices, and decreases in these prigiesattversely affect its results of operations fimancial condition

« The Partnership’s lonterm success depends on its ability to obtain nmwces of supplies of natural gas, crude oil and-&Gvhict
depends on certain factors beyond its control. Aegrease in supplies of natural gas, crude oil @L&Ncould adversely affect t
Partnershi’s business and operating rest

- If the Partnership does not make acquisitions @estments in new assets on economically acceptabtes or efficiently an
effectively integrate new assets, its results arapons and financial condition could be adverséigcted.

« The Partnership is subject to regulatory, enviromae political, legal and economic risks, whictultbadversely affect its results
operations and financial conditic

« The Partnershig’ growth strategy requires access to new capitght@ned capital markets or increased competit@nirfvestmer
opportunities could impair the Partners's ability to grow.

« The Partnershig hedging activities may not be effective in redgdhe variability of its cash flows and may, intaén circumstance
increase the variability of its cash flov

« The Partnershig’ industry is highly competitive, and increased petitive pressure could adversely affect its bussnend operati
results.

For a further discussion of these and other chgdierthe Partnership faces, please read “Item 1¢k Ractors.”
The Partnership’s Business Operations
The Partnership’s operations are reported in twisidins: (i) Gathering and Processing, consistiignm segments—&) Field Gathering al

Processing and (b) Coastal Gathering and Processin(ii) Logistics and Marketing, consisting ofot segments—a() Logistics Assets and |
Marketing and Distribution.
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Gathering and Processing Division

The Partnershig’ Gathering and Processing Division consists ofigratg, compressing, dehydrating, treating, cooditig, processing a
marketing natural gas and gathering crude. dihe gathering of natural gas consists of aggmgatatural gas produced from various w
through small diameter gathering lines to proceggiants. Natural gas has a widely varying compmsitlepending on the field, the format
and the reservoir from which it is produced. Thecessing of natural gas consists of the extracfdmbedded NGLs and the removal of w.
vapor and other contaminants to form (i) a stredmarketable natural gas, commongferred to as residue gas, and (ii) a stream okeb
NGLs. Once processed, the residue gas is transpartemarkets through pipelines that are either almgethe gatherers or processors or -
parties. End users of residue gas include largareaneial and industrial customers, as well as nhgas and electric utilities serving individ
consumers. The Partnership sells its residue gasrairectly to such end users or to marketers iintrastate or interstate pipelines, which
typically located in close proximity or with readgcess to the Partnership’s facilitieS'he gathering of crude oil consists of our Badl:
crude oil gathering pipeline and two terminals witith rail and truck access to processors.

The Partnership continually seeks new suppliesatimal gas and crude oil, both to offset the nawealine in production from connected w
and to increase throughput volumes. The Partneddfitigins additional crude oil and natural gas spppits operating areas by contracting
production from new wells or by capturing existimgpduction currently gathered by others. Competifir new crude and natural gas supj
is based primarily on location of assets, commeteians, service levels and access to marketscdhenercial terms of crude oil gathering
of natural gas gathering and processing arrangenagatdriven, in part, by capital costs, whichiarpacted by the proximity of systems to
supply source and by operating costs, which areatgal by operational efficiencies, facility desagrd economies of scale.

We believe that the Partnershipéxtensive asset base and scope of operatiohg iregjions in which it operates provides it witgnsiicant
opportunities to add both new and existing natgeasl and crude oil production to its systems. Weebelthat the Partnershipsize and sco
gives it a strong competitive position by placitdni close proximity to a large number of existiagd new producing wells in its areas
operations, allowing the Partnership to generatm@wmies of scale and to provide its customers aitbess to its existing facilities anc
multiple end-use markets and market hubs. Additipnae believe that the Partnership’s ability gree its customersieeds across the natt
gas and NGL value chain further augments its gtititattract new customers.

Field Gathering and Processing Segm

Through 2012, the Field Gathering and Processiiggneat gathered and processed natural gas fromdiraidh Basin in West Texas ¢
Southeast New Mexico and the Fort Worth Basin,udiclg the Barnett Shale, in North Texas. The natyaa processed in this segmet
supplied through the Partnerstipjathering systems which, in aggregate, consisppfoximately 10,588 miles of natural gas pipsimn
include nine owned and operated processing plé&using 2012, the Partnership processed an averbgg@pyoximately 681.8 MMcf/d 1
natural gas and produced an average of approxiyn@2e6 MBbl/d of NGLs.

Beginning in 2013, this segment will also inclutte bperations of the PartnerslsiBadlands business, which we acquired on Decefth
2012. These assets consist of a crude oil gathssisgm and two terminals with crude oil operatistarage capacity of 70,000 barrels
natural gas gathering and processing operatiorts av0 MMcf/d natural gas processing plant, whioteapansion underway will increase
40 MMcf/d.

We believe that the Partnership is well positioasda gatherer and processor in the Permian, ForthVelod Williston Basins. The Partners
has a broad geographic scope, covering portiodd aounties and approximately 18,500 square miessa these basins. We believe tha
Partnerships proximity to production and development providesith a competitive advantage in capturing newies of crude and natu
gas because of its competitive costs to connectwells and to process additional natural gas irextisting processing plants. Additiona
because the Partnership operates all of its plantisese regions, it is often able to redirect r@ltgas among two or more of its proces
plants, allowing it to optimize processing efficdgrand further improve the profitability of its apéons.

The Field Gathering and Processing segnseaperations consist of Sand Hills, Versado, SA@id, North Texas System and the Badls
each as described below.

Sand Hills

The Sand Hills operations consist of the Sand Hjdthering and processing system and the West $@mamd Puckett gathering system
West Texas. These systems consist of approximatd§0 miles of natural gas gathering pipelines.s€hgathering systems are I@ressur
gathering systems with significant compressiontas3éne Sand Hills refrigerated cryogenic proceasgitant has a gross processing capaci
180 MMcf/d and residue gas connections to pipelioamed by affiliates of Enterprise Products PadneP, ONEOK, Inc. and El Pa
Corporation.
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Versado

Versado consists of the Saunders, Eunice and Momuges processing plants and related gathering@mgstn Southeastern New Mexi
Versado consists of approximately 3,250 miles dtirgh gas gathering pipelines. The Saunders, EuniceMonument refrigerated cryoge
processing plants have aggregate processing caud@80 MMcf/d (176.4 MMcf/d, net to the Partneisls ownership interest). These ple
have residue gas connections to pipelines ownedffiliates of El Paso Corporation, MidAmerican EgyerCompany and Kinder Morg
Energy Partners, L.P. The Partnershipwnership in Versado is held through Versado Basessors, L.L.C., a joint venture that is |
owned by the Partnership and 37% owned by Chevr&nAUInc.

SAOU

Covering portions of ten counties and approxima#ed00 square miles in West Texas, SAOU includgsagmately 1,537 miles of pipelin
in the Permian Basin that gather natural gas toMeetzon, Sterling and Conger processing plantsOBAis connected to thousands
producing wells and over 840 central delivery pinBAOU has approximately 1,141 miles of low pressgathering pipelines a
approximately 538 miles of higbressure gathering pipelines to deliver the natges to our processing plants. SAOU has 31 comgm
stations to inject low pressure gas into the higéspure pipelines. SAOB’processing facilities include three currently ratiag refrigerate
cryogenic processing plants—the Mertzon, Sterlind &onger plants-which have an aggregate processing capacity ofoappately 13!
MMcf/d, with an additional 30 MMcf/d being commissied in the first quarter of 2013. These plantseh@sidue gas connections to pipel
owned by affiliates of ONEOK Inc., El Paso Corpaat Enterprise Partners L.P., Atmos Energy CorpamaKinder Morgan Energy Partn
L.P. and Northern Natural Gas Company.

The Partnership is incurring costs associated avitlew 200 MMcf/d cryogenic processing plant andtesl gathering and compression facil
for SAOU to meet increasing production and contihyoducer activity on the eastern side of the RernBasin, with an anticipat
completion date in mid-2014.

North Texas Systel

The North Texas System includes two interconnegtatiering systems with approximately 4,340 milepipklines, covering portions of
counties and approximately 5,700 square miles,egaity wellhead natural gas for the Chico and ShHémkenatural gas processing faciliti
These plants have residue gas connections to pgsebiwned by affiliates of Enterprise Products rieast LP, Atmos Energy Corporati
Energy Transfer Fuel LP and Natural Gas Pipelinm@any of America LLC.

The Chico gathering system consists of approxima&e300 miles of primarily lowpressure gathering pipelines. Wellhead naturaigaghe
gathered for the Chico plant located in Wise Couifigxas, and then compressed for processing,isrciompressed in the field at numer
compressor stations and then moved via one of aeWghpressure gathering pipelines to the Chico plane Pplant has an aggrega
processing capacity of 265 MMcf/d and an integrdiedtionation capacity of 15 MBbl/d. The Shackeifagathering system consists
approximately 2,100 miles of intermedigieessure gathering pipelines. The pipelines gatletlhead natural gas largely for the Shackel
plant in Albany, Texas. Natural gas gathered frdra horthern and eastern portions of the Shackel@athering System is typica
compressed in the field at numerous compressdpissaand then transported to the Chico plant focessing. The Shackelford plant ha
aggregate processing capacity of 13 MMcf/d.

The Partnership is incurring costs associated withew 200 MMcf/d cryogenic processing plant forNisrth Texas system, with expec
completion in mid-2013, subject to regulatory apails, to meet increasing production and productvigcin North Texas.

Badlands

The Badlands assets doeated in the Williston Basin of the Bakken Shialay in the McKenzie, Dunn and Mountrail countiéNorth Dakot:
and include approximately 155 miles of crude oithgaing pipelines. The business has combined caiideperational storage capacity
70,000 barrels. It also includes approximately 9&smof natural gas gathering pipelines and a 20dffdinatural gas processing plant witt
expansion underway to increase its capacity to M. As this acquisition closed on December 3112, it had no impact on our operati
for the year then ended@he system spans approximately 260,000 acres dedifar crude oil gathering and over 100,000 adedicated fc
natural gas gathering.
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The following table lists the Field Gathering ambdessing segmeistprocessing plants and related volumes for the gieded December
2012:

Gross  Gross Plant Natural

Processing Gas Inlet Gross NGL Operated
Capacity Throughput Volume Production  Process  or Non-
Facility % Owned Location (MMcf/d) (MMcf/d) (MBbl/d) Type Operated
Sand Hills
Sand Hills 100 Crane, TX 180.( 135.( 16.5 Cryogenic Operatec
Pucket/West Seminole ( 10.1 0.4
Versado Systen
Saunders (2 63 Lea, NM 70.C Cryogenic  Operatec
Eunice (2) 63 Lea, NM 120.( Cryogenic Operatec
Monument (2) 63 Lea, NM 90.C Cryogenic  Operatec
Area Total 280.( 167.4 19.7
SAOU
Mertzon 100 Irion, TX 52.C Cryogenic  Operatec
Sterling (3) 100 Sterling, TX 62.C Cryogenic  Operatec
Conget 100  Sterling, TX 25.C Cryogenic  Operatec
Area Total 139.( 124.¢ 19.2
North Texas Systenr
Chico (4) 100 Wise, TX 265.( Cryogenic  Operatec
Shackelforc
Shackelforc 100 TX 13.C Cryogenic  Operatec
Area Total 278.( 244k 26.¢
Badlands (5)
McKenzie,
Little Missouri (6) 100 ND 20.C n/e n/¢ Refrigeratiol Operatec
Segment System Tot ____ 897 681.¢ 66.

(1) Pucket/West Seminole includes throughput other giant inlet, primarily from compressor statio

(2) These plants are part of our Versado joint ventofrethich we own 63%; capacity and volumes repre$80% of ownership interes

(3) An additional 30 MMcf/d will be commissioned in tfiest quarter of 2012

(4) The Chico plant has fractionation capacity of agpnately 15 MBbl/d.

(5) Also includes the Johnsons Corner Terminal at 4D/8drels of crude storage capacity and the Alesai@rminal at 30,000 barrels
crude storage capacit

(6) Acquired December 31, 201

Coastal Gathering and Processing Segment

The Partnershig’ Coastal Gathering and Processing segment assdtxated in the onshore region of the Louisian# Goast and the Gulf
Mexico. With the strategic location of its ass@t$ ouisiana, the Partnership has access to theyHtun, the largest natural gas hub in the |
and to a substantial NGL distribution system witltess to markets throughout Louisiana and the sastHJ.S. The Coastal Gathering
Processing segmestassets consist of the Coastal Straddles and l€ath as described below. For the year ended 26&2Partnersh
processed an average of approximately 1,416.4 MMaf/plant natural gas inlet and produced an awedgpproximately 46.1 MBbl/d
NGLs.

Coastal Straddles

Coastal Straddles consists of three wholly owned @perated gas processing plants and seven pamiathed plants, some of which

operated by the Partnership, two of which were slmn in 2012 (Calumet in January and Yscloskegaptember). The plants, having
aggregated processing capacity of approximatelg04MMcf/d, are generally situated on mainline nakgas pipelines near the coastline
process volumes of natural gas collected from leltoffshore gathering systems and pipelines throug the Gulf of Mexico. Coas
Straddles also has ownership in three offshoreegaitly systems that are operated by the Partnership.Pelican and Seahawk gathe
systems have a combined length of approximately hil&s and a combined capacity of approximately BBAcf per day. These syste
gather natural gas from the shallow waters of #aral Gulf of Mexico and supply a portion of thatural gas delivered to the Barracuda
Lowry processing facilities. Additionally, throughe Partnershig’ 77% ownership interest in VESCO, it operatesvéeice Gathering Syste
(“VGS"), an offshore gathering system. VGS is approximal&l miles in length and has a nominal capacity 26 BIMcf per day. VG
gathers natural gas from the shallow waters otttstern Gulf of Mexico and supplies a portion @f tiatural gas to the Venice gas plant.
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Coastal Straddles process natural gas produced dhatfow water central and western Gulf of Mexiaiumal gas wells and from deep s
and deepwater Gulf of Mexico production via conimatd to thirdparty pipelines or through pipelines owned by tlatiership. Coast
Straddles has access to markets across the Udiigthithe interstate natural gas pipelines to whiigy are interconnected. The indu
continues to rationalize gas processing capaciyglthe Gulf Coast by moving gas from older, lef&ient plants to higher efficien:
cryogenic plants such as our VESCO plant.

LOU

LOU consists of approximately 896 miles of gathgraystem pipelines, covering approximately 3,800asg miles in Southwest Louisia
The gathering system is connected to numerous piogluvells and/or central delivery points in theabetween Lafayette and Lake Cha
Louisiana. The gathering system is a hpgbssure gathering system that delivers naturafagsrocessing to either the Acadia or Gillis
via three main trunk lines. The processing faeiitinclude the Gillis and Acadia processing plantsh of which are cryogenic plants. The
Lake plant, also cryogenic, is located near the L@ithering system. These processing plants havaggregate processing capacit
approximately 460 MMcf/d. In addition, the Gillisamt has integrated fractionation with operatingazity of approximately 13 MBbl/d.

The following table lists the Coastal Gathering @&rdcessing segmesthatural gas processing plants and related voldongbe year ende
December 31, 2012:

Gross
Processin¢ Gross Plant Natural Operated
Capacity Gas Inlet Throughput Gross NGL Process  or Non-
Facility % Owned Location (MMcf/d) Volume (MMcf/d) Production (MBbl/d) Type (7) operated
Coastal Straddles (1)
Cameron,
Barracudz 10CLA 19C 77.C 1.€ Cryo Operatec
Cameron,
Stingray 10CLA 30C 126.° 3.1RA Operatec
Cameron,
Lowry 10CLA 26¢ 178.1 4.2 Cryo Operatec
Non-
Calumet (2 32.£St. Mary, LA - 7.1 0.zRA operatec
St. Bernard,
Yscloskey (3)(4 25.2LA - 125.¢ 0.ERA Operatec
Non-
Bluewater 21.¢ Acadia, LA 42F * * Cryo operatec
Terrebonne, Non-
Terrebonne (4 4.8LA 95( 18.€ 0.€RA operatec
St. Bernard, Non-
Toca (4) 10.7LA 1,15( 43.1 1.CCryo/RA operatec
Vermillion, Non-
Sea Robir 0.€LA 70C 15.¢ 0.4Cryo operatec
Plaguemine:
VESCO 76.€LA 75( 479.F 22.1Cryo Operatec
Other (5) 84.¢ 3.2
Area Total 4,73( 1,155.¢ 37.t
LOU
Calcasieu,
Gillis (6) 10CLA 18C Cryo Operatec
Acadia 10C Acadia, LA 8C Cryo Operatec
Calcasieu,
Big Lake 10CLA 20 Cryo Operatec
Area Total 46( 260.¢ 8.€
Consolidated System To 5,19( 1,416. 46.1

* Not available.

(1) Coastal Straddles also includes three offshoreegiail systems which have a combined length of aqprately 300 miles
(2) Plant shut down in January 20:

(3) Plant shut down in September 20

(4) Our ownership is adjustable and subject to anragdtermination based on our proportionate shaogvagrs productior
(5) Other includes Sabine Pass and Neptune volumesgsed at plants not owned by

(6) The Gillis plant has fractionation capacity of appmately 13 MBbl/d.

(7) Cryo-Cryogenic Processing; R— Refrigerated Absorption Processil
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Logistics and Marketing Divisior

The Partnershig’ Logistics and Marketing Division is also refertedas the Downstream Business. It includes theities necessary to conv
mixed NGLs into NGL products and provide certailueaadded services such as the fractionation, gtgoreerminaling, transportatic
distribution and marketing of NGLs and NGL produesd storing and terminaling refined petroleumdmais and crude oil, as well as cer
natural gas supply and marketing activities in suppf the Partnership’s other businesses. Theséupts are delivered to enders throug
pipelines, barges, trucks and rail cars. Esdrs of NGL products include petrochemical andhired companies and propane markets
heating, cooking or crop drying applications.

Logistics Assets Segme

This segment uses its platform of integrated adsetgceive, fractionate, store, treat, transpad deliver NGLs typically under felease:
arrangements. For NGLs to be used by refinerigspg@®emical manufacturers, propane distributorsahedr industrial endisers, they must
fractionated into their component products andveedid to various points throughout the U.S. Thereaships logistics assets are gener
connected to, and supplied in part by, its gatlgeend processing assets and are primarily locatédoat Belvieu and Galena Park n
Houston, Texas and in Lake Charles, Louisiana, gxfa the Badlands North Dakota crude oil midstneassets which are included in
Partnerships Field Gathering and Processing segment. This eegm@so contains refined petroleum product andierail storage ar
terminaling.

Fractionation

After being extracted in the field, Mixed NGLs, setimes referred to as “Y-grade” or “raw NGL miafe typically transported to a centrali
facility for fractionation where the mixed NGLs aseparated into discrete NGL products: ethanenetheopane mix, propane, normal but:
iso-butane and natural gasoline. Mixed NGLs deéideirom the Partnership’Field and Coastal Gathering and Processing sdgmepresel
the largest single source of volumes processetsbyGL fractionators.

The Partnership’s fractionation assets include aglip interests in three staatbne fractionation facilities that are locatedtba Gulf Coas
two of which it operates, one at Mont Belvieu, Texad the other at Lake Charles, Louisiana. Then®ahip has an equity investment in
third fractionator, GCF, also located at Mont Belvi The Partnership is subject to a consent dedthehe Federal Trade Commission, iss
December 12, 1996, that, among other things, ptsviefirom participating in commercial decisiongaeding rates paid by third parties
fractionation services at GCF. This restrictiontbe Partnershig’ activity at GCF will terminate on December 121 @0twenty years after t
date the consent order was issued. In additiorhéothree standlone facilities in the Logistics Assets segmemte she description
fractionation assets in the North Texas SystemlL&did in the Gathering and Processing division.

The majority of the Partnership’s NGL fractionatiobusiness is under fdmsed arrangements. These fees are subject tdradntsor change
in certain fractionation expenses, including energgts. The operating results of the PartnershNGL fractionation business are depen
upon the volume of mixed NGLs fractionated andl#vel of fractionation fees charged.

We believe that sufficient volumes of mixed NGLdlWwe available for fractionation in commercialliable quantities for the foreseeable fu
due to increases in NGL production expected froaleshlays and other shale-technolalyj#en resource plays in areas of the U.S. thdtide
North Texas, South Texas, Permian Basin, Oklahamlalze Rockies and certain other basins accesspipblnes to Mont Belvieu, as well
from conventional production of NGLs in areas sastthe Permian Basin, Midentinent, East Texas, South Louisiana and shelfdaepwate
Gulf of Mexico. Hydrocarbon dew point specificatioimplemented by individual natural gas pipelined the policy statement enacted by
Federal Energy Regulatory Commission (“FERE&Hpuld result in volumes of mixed NGLs being ava#aor fractionation because natural
requires processing or conditioning to meet pigelijality specifications. These requirements eistalal base volume of mixed NGLs dui
periods when it might be otherwise uneconomicarticess certain sources of natural gas. Furtherrsimeificant volumes of mixed NGLs
contractually committed to the Partnership’s NGactionation facilities.

Although competition for NGL fractionation servicasprimarily based on the fractionation fee, thdity of an NGL fractionator to obta
mixed NGLs and distribute NGL products is also arpértant competitive factor. This ability is a ftion of the existence of store
infrastructure and supply and market connectivigessary to conduct such operations. We believdttbdocation, scope and capability of
Partnershigs logistics assets, including its transportatiod distribution systems, give it access to both s&ui@l sources of mixed NGLs &
a large number of end-use markets.
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The Partnership also has a natural gasoline hyahtgr at Mont Belvieu, Texas that removes sulfomfnatural gasoline, allowing customer
meet new, more stringent environmental standarts. facility has a capacity of 30 MBbl/d and is sogtped by feebased contracts wi
Marathon Petroleum Company LLC (“Marathoréhd Koch Supply and Trading LP that have certaiargnteed volume commitments
provisions for deficiency payments.

Modifications have been made to this process to plevide for benzene treating for Marath®raccount. This new process commel
operations in January 2012, which effectively rédatathons term for five years beginning February 1, 201igil@r to the hydrotreater, t
benzene saturation process is supported bydised contracts that have certain guaranteed vobamenitments or provisions for deficier
payments.

The following table details the Logistics Assetgraent’s fractionation and treating facilities:

%  Maximum Gross Capacity Gross Throughput for

Facility Owned (MBbl/d) 2012 (MBbl/d)
Operated Fractionation Facilities:
Lake Charles Fractionator (Lake Charles, | 100.( 55.C 34.4
Cedar Bayou Fractionator (Mont Belvieu, T 88.(C 293.( 250.¢
Targa LSNG Hydrotreater (Mont Belvieu, T. 100.( 30.C 22.4
Non-operated Fractionation Facilities:
Gulf Coast Fractionator (Mont Belvieu, T: 38.¢ 145.( 97.C

Storage, Terminaling and Petroleum Logistics

In general, the Partnershipstorage assets provide warehousing of mixed NGI&, products and petrochemical products in unamnge
wells, which allows for the injection and withdraved such products at various times in order to hse@ply and demand cycles. Similarly,
Partnerships terminaling operations provide the inbound/outitblogistics and warehousing of mixed NGLs, NGLdarcts and petrochemit
products in above-ground storage tanks. The Pahips underground storage and terminaling facilitiesessingle markets, such as prop
as well as multiple products and markets. For exanthe Mont Belvieu and Galena Park facilities dnaxtensive pipeline connections
mixed NGL supply and delivery of component NGLs.alfdition, some of these facilities are connectetharine, rail and truck loading &
unloading facilities that provide services and pradd to customers. The Partnership provides lord) short term storage and termina
services and throughput capability to third-parigtomers for a fee.

The Partnershig’ Petroleum Logistics business consists of storayd terminaling facilities in Texas (the Channelviand the Patri
Terminal), Maryland (the Baltimore Terminal) and $tangton (the Sound Terminal). These facilitiesmatiily serve the refined petrole
products and crude oil markets, but potentially raBp include LPG and biofuels.

Across the Logistics Assets segment, the Partrei®hins or operates a total of 39 storage wellssafacilities with a net storage capacity
approximately 64 MMBBDlI, the usage of which may ipgited by brine handling capacity, which is utilizto displace NGLs from storage.

The Partnership operates its storage and termg#iailities based on the needs and requirementits @ustomers. The Partnership ust
experiences an increase in demand for storageeamintaling of mixed NGLs during the summer month®ew gas plants typically reach p
NGL production, refineries have excess NGL prodwmtsl LPG imports are often highest. Demand foraggerand terminaling at t
Partnerships propane facilities typically peaks during falinter and early spring. The Partnership has expeee@ significant demand grov
for NGL (primarily propane) exports, and expectttinend to continue with its announced internatigrade propane exports project.

The Partnership’s fractionation, storage and tealimg business is supported by approximately 94&snof companywned pipelines 1
transport mixed NGLs and specification products.
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The following table details the Logistics AssetsIN§iorage facilities at December 31, 2012:
Gross

Number of Storage
County/Parish, Permitted Capacity

Facility % Owned State Wells (MMBDbI)

Hackberry Storage (Lake Charle 10C Cameron, LA 12(1) 20.C
Mont Belvieu Storag 10C Chambers, T 20(2) 43.C
Easton Storag 10C Evangeline, L£ 1 0.8

(1) Five of twelve owned wells leased to CITGO undeéig-term leases
(2) The Partnership owns 20 wells and operates 6 welieed by Chevron Phillips Chemical Company LI

The following table details the Logistics Assetsrimal Facilities for the year ended December 31,2

Throughput for Usable Storage

County/Parish, 2012 (Million Capacity

Facility % Owned State Description gallons) (MMBDbI)
NGL import/export

Galena Park Terminal (: 100 Harris, TX terminal 288.t 0.7
Transport and storage

Mont Belvieu Termina 100 Chambers, T terminal 2,458.¢ 39.C

Hackberry Termina 100 Cameron, LA Storage terming 1,088.( 17.¢
Transport and storage

Channelview Termine 100 Harris, TX terminal 0.1 0.5
Transport and storage

Baltimore Termina 100 Baltimore, MD terminal - 0.5
Transport and storage

Sound Termina 100 Pierce, WA terminal 215.( 0.8
Dock and land for

Patriot Termina 100 Harris, TX expansior (2) -

(1) Volumes reflect total import and export acrossdbek/terminal.
(2) Notin service

Marketing and Distribution Segme

The Marketing and Distribution segment transpatistributes and markets NGLs via terminals anddjpartation assets across the U.S.
Partnership owns or commercially manages termimeilifies in a number of states, including Texasuisiana, Arizona, Nevada, Califorr
Florida, Alabama, Mississippi, Tennessee, Kentublgw Jersey and Washington. The geographic diyeo$ithe Partnershig’assets provi
direct access to many NGL customers as well as etanrka trucks, barges, rail cars and opecess regulated NGL pipelines owned by
parties. The Marketing and Distribution segmentsists of (i) NGL Distribution and Marketing, (ii) lélesale Marketing, (iii) Refine
Services, (iv) Commercial Transportation, (v) Natugas Marketing and (vi) Terminal Facilities, eashdescribed below.

NGL Distribution and Marketin

The Partnership markets its own NGL production alsth purchases component NGL products from othek NGducers and marketers
resale. During the year ended December 31, 2012,Prtnershiig distribution and marketing services business soidaverage
approximately 289.8 MBbl/d of NGLs.

The Partnership generally purchases mixed NGLs fpooducers at a monthly pricing index less appliedtactionation, transportation &
marketing fees and resells these products to getroical manufacturers, refineries and other margedind retail companies. This is prima
a physical settlement business in which the Patigrearns margins from purchasing and selling MW&ducts from producers under contr
The Partnership also earns margins by purchasidgeselling NGL products in the spot and forwarggital markets. To effectively serve
Partnerships Distribution and Marketing customers, it contsafctr and uses many of the assets included indtgstics Assets segment. 1
Partnership also markets natural gas availableftorn its Gathering and Processing segments, anthpses and resells natural gas in sel
United States markets.
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Wholesale Marketing

The Partnership’s wholesale propane marketing dpesaprimarily sell propane and related logistsesvices to major mulstate retailer
independent retailers and other end-users. Thadtaltips propane supply primarily originates from bothréfnery/gas supply contracts ¢
other owned or managed logistics and marketingt&sgbe Partnership generally sells propane atesifor posted price at the time of deliv
and, in some circumstances, it earns margin oritaok basis.

The wholesale propane marketing business is sogmifiy impacted by weatheriven demand, particularly in the winter, whiclndepact th
price of propane in the markets the Partnershigeseand impact the ability to deliver propane tiisfapeak demand.

Refinery Services

In the Partnershig’ refinery services business, it typically providé&L balancing services via contractual arrangemevith refiners t
purchase and/or market propane and to supply bsitdime Partnership uses its commercial transpontassets (discussed below) and cor
for and use the storage, transportation and digtab assets included in its Logistics Assets setdrne assist refinery customers in mana
their NGL product demand and production scheduléss includes both feedstocks consumed in refimgpcesses and the excess N
produced by those same refining processes. Ungéaratynetback purchase contracts, the Partnergmngrglly retains a portion of the res
price of NGL sales or receives a fixed minimum pee gallon on products sold. Under netback salesracts, fees are earned for locating
supplying NGL feedstocks to the refineries based percentage of the cost to obtain such suppdyromimum fee per gallon.

Key factors impacting the results of the Partngrshiefinery services business include productiommas, prices of propane and butane
well as its ability to perform receipt, deliverychatransportation services in order to meet refirgEmand.

Commercial Transportation
The Partnership’s NGL transportation and distribtinfrastructure includes a wide range of assapparting both thirdsarty customers a
the delivery requirements of its marketing and assanagement business. The Partnership provideba®sed transportation services
refineries and petrochemical companies throughbetGulf Coast area. The Partnershipissets are also deployed to serve its who
distribution terminals, fractionation facilitiesnderground storage facilities and pipeline injattierminals. These distribution assets provi
variety of ways to transport products to and fréwe Partnership’s customers.
The Partnership’s transportation assets, as ofrleer31, 2012, include:

« approximately 555 railcars that the Partnershipdeaand manages;

« approximately 82 owned and leased transport traetod approximately 104 company owned tank traibard

o 20 company-owned pressurized NGL barges.
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Natural Gas Marketin

The Partnership also markets natural gas avaitabiefrom the Gathering and Processing segmennis,parchases and resells natural gi
selected United States markets.

The following table details the Marketing and Distition segment’s Terminal Facilities:

Throughput for Usable Storage

County/Parish, 2012 (Million Capacity (Million
Facility % Owned State Description gallons) (1) gallons)
Calvert City Termina 10C Marshall, KY Propane terming 7.6 0.1
Marine propane
Greenville Termina 10C Washington, MS  terminal 13.¢ 1kt
Marine propane
Port Everglades Termin 10C Broward, FL terminal 5.1 1.€
Tyler Terminal 10C Smith, TX Propane terminz 26.3 0.z
Raw NGL transport
Abilene Transport (2 10C Taylor, TX terminal 0.€ Less than 0.
Raw NGL transport
Bridgeport Transport (2 10C Jack, TX terminal 1.7 0.1
Raw NGL transport
Gladewater Transport (. 10C Gregg, TX terminal 8.1 0.3
Chattanooga Termini 10C Hamilton, TN Propane termine 7.6 0.c
Sparta Termine 10C Sparta, N. Propane terminz 10.7 0.z
Hattiesburg Terminal (= 50 Forrest, MS Propane terminz 243.] 269.¢
Winona Termina 10C Flagstaff, AZ Propane terminz 10.1 K
Sound Terminal (4 10C Pierce, WA Propane terminz 3.C 0.z
(1) Throughputs include volumes related to exchangeesgents and thi-party storage agreemen
(2) Volumes reflect total transport and injection voksy

3 Throughput volume is based on total facility capas
(4) Operated by Logistics Assets segm

Operational Risks and Insurance

The Partnership is subject to all risks inhererthsamidstream natural gas, crude oil and petrolgistics businesses. These risks include
are not limited to, explosions, fires, mechanicdlufe, terrorist attacks, product spillage, wegthature and inadequate maintenance of righi
of-way and could result in damage to or destructiopdrating assets and other property, or coulditr@syersonal injury, loss of life
polluting the environment, as well as curtailmensospension of operations at the affected facMiy maintain, on behalf of ourselves and
subsidiaries, including the Partnership, generaélipdiability, property, boiler and machinery abdisiness interruption insurance in amo
that we consider to be appropriate for such riSkeh insurance is subject to deductibles that wesider reasonable and not excessive ¢
the current insurance market environment. The cast®ciated with this insurance coverage increagguficantly following Hurricane
Katrina and Rita in 2005 and then again followingrtitanes Gustav and Ike and as a result of velatinditions in the financial markets
2008. Insurance premiums, deductibles andnsarance requirements increased substantially,tamds were generally less favorable 1
terms that were obtained prior to these events.

The occurrence of a significant loss that is ndlyfinsured or indemnified against, or the failuné a party to meet its indemnificati
obligations, could materially and adversely affdwd Partnership’s operations and the Partnershapd our financial condition. While
currently maintain levels and types of insurane tie believe to be prudent under current insuramhestry market conditions, our inability
secure these levels and types of insurance inutiieef could negatively impact the Partnership bessroperations and the Partnershgnid oL
financial stability, particularly if an uninsuredsls were to occur. No assurance can be given thatilvbe able to maintain these levels
insurance in the future at rates considered comaigrceasonable, particularly named windstorm cage and contingent business interrug
coverage for our onshore operations.
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Significant Customer
The following table lists the percentage of thetienship’s consolidated sales with its significamstomer:

2012 2011 2010

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

The Partnership has agreements with Chevron Rhilipemical Company LLC (“CPC”pursuant to which it supplies a significant portimf
CPC’s NGL feedstock needs for petrochemical plantsher Texas Gulf Coast area and a related servicesmgnt, pursuant to which
Partnership provides storage and logistical sesvitoeCPC for feedstocks and products produced frarpetrochemical plants. The serv
contract was renegotiated in 2008 with key comptmbaving a 10 year term. In September 2009, thim&ahip executed a new feedstock
storage agreement with CPC for a term of 5 yeansclwwill renew annually following the end of thigd year term unless terminated by ei
party. We believe that the Partnership is well posed to retain CPC as a customer based on thmdpsinip’s longstanding history ¢
customer service, the criticality of the servicewpded, the integrated nature of facilities and ti#ficulty and high cost associated w
replicating the Partnership’s assets. In additmthese two agreements, The Partnership has fnatidim agreements in place with CPC for Y
grade streams and butanes.

No other customer accounted for more than 10%ePtrtnershi's consolidated revenues during these periods.
Competition

The Partnership faces strong competition in acggiriew natural gas supplies. Competition for natgaa supplies is primarily based on
location of gathering and processing facilitiescipg arrangements, reputation, efficiency, flekipj reliability and access to entgse marke
or liquid marketing hubs. Competitors to the Pathip’'s gathering and processing operations include otlaural gas gatherers ¢
processors, such as major interstate and intragijaétine companies, master limited partnershigs @hand gas producers. The Partnership
major competitors for natural gas supplies in ourrent operating regions include Atlas Gas PipelBwmmpany, Copano Energy, L.L
(“Copano”), WTG Gas Processing, L.P. ("WTG"), DCPidgtream Partners LP (“DCP”), Devon Energy Corp €tDn"), Enbridge Inc
ONEOK —Rockies Midstream, L.L.C., GulfSouth Pipeline Comypal P, Hanlon Gas Processing, Ltd., J W Opera@ognpany, Louisiar
Intrastate Gas and several other interstate ppeompanies. The Partnersisigompetitors for crude oil gathering services rtN Dakoti
include Arrow Midstream Holdings, LLC, Hiland Paets, LP, Great Northern Midstream LLC, Caliber Midam Partners, LP and Brid:
Pipeline LLC. The Partnership’s competitors mayehgkeater financial resources than it possesses.

The Partnership also competes for NGL productsadkat through its Logistics and Marketing divisidre Partnershig’ competitors incluc
major oil and gas producers who market NGL prodtatsheir own account and for others. Additionatlye Partnership competes with sev
other NGL marketing companies, including EnterpRseducts Partners L.P., DCP, ONEOK, Inc. and BE.p.

Additionally, the Partnership faces competition fioixed NGLs supplies at its fractionation facilitidts competitors include large oil, nati
gas and petrochemical companies. The fraction@tonich the Partnership owns an interest in thenbBelvieu region compete for volun
of mixed NGLs with other fractionators also locat#dMont Belvieu. Among the primary competitors &mterprise Products Partners L
ONEOK, Inc. and LoneStar NGL LLC. In addition, @nt producers fractionate mixed NGLs for their omgtount in captive facilitiesThe
Mont Belvieu fractionators also compete on a monitéd basis with fractionators in Conway, Kansad a number of decentralized, sme
fractionation facilities in Texas, Louisiana andvN®exico. The Partnershig’other fractionation facilities compete for mixdGLs with the
fractionators at Mont Belvieu as well as other fi@tation facilities located in Louisiana. The P@nships customers who are signific
producers of mixed NGLs and NGL products or conggnoé NGL products may develop their own fractiooatfacilities in lieu of using tt
Partnerships’ services.
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Regulation of Operation:

Regulation of pipeline gathering and transportasenvices, natural gas sales and transportatiodGlfs may affect certain aspects of
Partnership’s business and the market for its prsdand services.

Regulation of Interstate Natural Gas Pipelir

VGS is regulated by FERC under the Natural Gasdka938 (“NGA”"), and the Natural Gas Policy Act 8878 (“NGPA"). VGS operate
under a FERC approved, opaceess tariff that establishes rates and termscanditions under which the system provides servioe#s
customers. Pursuant to FERGurisdiction, existing pipeline rates and/or terand conditions of service may be challenged Istorne
complaint or by FERC and proposed rate changesiamges in the terms and conditions of service neaghallenged by protest. Gener:
FERC's authority extends to: transportation of natuesd;gates and charges for natural gas transpartat@stification and construction of n
facilities; extension or abandonment of servicesl dacilities; maintenance of accounts and recorctsnmercial relationships a
communications between pipelines and certain aféi; terms and conditions of service and senacgracts with customers; depreciation
amortization policies; and acquisition and disgosibf facilities.

VGS holds a certificate of public convenience amaassity issued by FERC permitting the constructamnership, and operation of
interstate natural gas pipeline facilities and phavision of transportation services. This ceréfi authorization requires VGS to provide
nondiscriminatory basis opeatcess services to all customers who qualify uitdeFERC gas tariff. FERC has the power to prescthx
accounting treatment of items for regulatory pugsodhus, the books and records of VGS may begiesilly audited by FERC.

The maximum recourse rates that may be charged@$ for its services are established through FER&emaking process. Generally,
maximum filed recourse rates for interstate pipdimre based on the cost of service including exgoof and a return on the pipelise’
investment. Key determinants in the ratemaking @sscare costs of providing service, allowed rateetdirn and volume throughput ¢
contractual capacity commitment assumptions. VG&isnitted to discount its firm and interruptibbges without further FERC authorizat
down to the variable cost of performing servicepvled they do not “unduly discriminateThe applicable recourse rates and terms
conditions for service are set forth in each pipeEl FERC approved tariff. Rate design and thecation of costs also can impact a pipelie’
profitability.

Gathering Pipeline Regulation

The Partnershig’ natural gas gathering operations are typicalbjes to ratable take and common purchaser staitutibe states in which t
Partnership operates. The common purchaser stajatesally require gathering pipelines to purcharstake without undue discrimination
to source of supply or producer. These statuteslesgned to prohibit discrimination in favor ofeoproducer over another or one sourc
supply over another. The regulations under thesitss can have the effect of imposing some réising on the Partnership’ability as a
owner of gathering facilities to decide with whotrcontracts to gather natural gas. The states ishwiie Partnership operates have adc
complaintbased regulation of natural gas gathering actsjitighich allows natural gas producers and shippefile complaints with sta
regulators in an effort to resolve grievances medpto gathering access and rate discriminatiore fEtes the Partnership charges for gath
are deemed just and reasonable unless challengadcomplaint. We cannot predict whether such a d¢aimpwill be filed against tt
Partnership in the future. Failure to comply withte regulations can result in the imposition ahadstrative, civil and criminal penalties.

Section 1(b) of the NGA exempts natural gas gatigefacilities from regulation as a natural gas campby FERC under the NGA. We beli
that the natural gas pipelines in the Partnershgathering systems meet, including the gas gathesistem that is a part of the Badlands a
and the Pelican and Seahawk gathering systemgattiional tests FERC has used to establish dipge status as a gatherer not subje
regulation as a natural gas company. However, fetinction between FERC regulated transmission isesvand federally unregula
gathering services is the subject of substantralg@ing litigation, so the classification and regidn of the Partnershig’gathering facilities a
subject to change based on future determinatiorRBRC, the courts or Congress. Natural gas gathenewy receive greater regulatory scru
at both the state and federal levels. The Partiggsshatural gas gathering operations could be adyeaffiected should they be subject to
stringent application of state or federal regulatid rates and services. Additional rules and lafian pertaining to these matters are consic
or adopted from time to time. We cannot predict indféect, if any, such changes might have on the#nBeships operations, but the indus
could be required to incur additional capital exglijires and increased costs depending on futurgld¢ige and regulatory changes.
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In 2007, Texas enacted new laws regarding ratesypettion and confidentiality for natural gas gathg and transmission pipelir
(“Competition Statute”and new informal complaint procedures for challaggieterminations of lost and unaccounted for gagds gatherer
processors and transporters (“LUG Statute”). Then@atition Statute gives the Railroad Commissioi@fas (“RRC")the ability to use eith
a cost-of-service method or a marketsed method for setting rates for natural gasegath and transportation pipelines in formal

proceedings. This statute also gives the RRC dpeithority to enforce its statutory duty to pretdiscrimination in natural gas gathering
transportation, to enforce the requirement thatiggiparticipate in an informal complaint processl & punish purchasers, transporters,
gatherers for taking discriminatory actions agastsppers and sellers. The Competition Bill alsovfides producers with the unilateral op
to determine whether or not confidentiality prowiss are included in a contract to which a prodiger party for the sale, transportation
gathering of natural gas. The LUG Statute modiffesinformal complaint process at the RRC with prhaes unique to lost and unaccou
for gas issues. Such statute also extends the typagormation that can be requested and provithesRRC with the authority to me
determinations and issue orders in specific sibmatiWe cannot predict what effect, if any, thaatuges might have on the Partnershifuiture
operations in Texas.

Intrastate Pipeline Regulatic

Though the Partnershigp’natural gas intrastate pipelines are not sulijectgulation by FERC as natural gas companiesruh@éeNGA, thi
Partnership’s intrastate pipelines may be subjecatertain FERGmposed reporting requirements depending on themwel of natural g:
purchased or sold in a given year. See “—Other r¢dl@aws and Regulation Affecting Our Industry—FERIarket Transparency Rules.”

The Partnership’s intrastate pipelines located émab are regulated by the RRC. The Partneistipkas intrastate pipeline, Targa Intra:
Pipeline LLC (“Targa Intrastate”), owns the inti@st pipeline that transports natural gas from tnerships Shackelford processing plan
an interconnect with Atmos Pipeline-Texas thatumtdelivers gas to the West Texas Utilities ConypauPaint Creek Power Station. Te
Intrastate also owns a 1.65 mile, 10 inch diameteastate pipeline that transports natural gamfeo thirdparty gathering system into !
Chico System in Denton County, Texas. Targa Irdtasis a gas utility subject to regulation by thRRand has a tariff on file with s
agency.

The Partnership’s Louisiana intrastate pipelinerg&alouisiana Intrastate LLC (“TLI") owns an appimately 60mile intrastate pipelir
system that receives all of the natural gas itsjparnts within or at the boundary of the State ofiis@na. Because all such gas ultimate
consumed within Louisiana, and since the pipetimates and terms of service are subject to ragnléty the Office of Conservation of |
Louisiana Department of Natural Resources (“DNR{E pipeline qualifies as a Hinshaw pipeline un8ection 1(c) of the NGA and thus
exempt from most FERC regulation.

Texas and Louisiana have adopted complaaged regulation of intrastate natural gas tramapon activities, which allows natural ¢
producers and shippers to file complaints with esteggulators in an effort to resolve grievancestimy to pipeline access and |
discrimination. The rates the Partnership chargesntrastate transportation are deemed just aasoreble unless challenged in a compl
We cannot predict whether such a complaint wilfiteel against the Partnership in the future. Failtor comply with state regulations can re
in the imposition of administrative, civil and ciiimal penalties.

The Partnershig’ intrastate NGL pipelines in Louisiana gather rdiX¢GLs streams that the Partnership owns from ping plants i
Louisiana and deliver such streams to the Gilkgtionators in Lake Charles, Louisiana, where tlideechNGLs streams are fractionated
various products. The Partnership delivers sudhedfpetroleum products (ethane, propane, butamsaural gasoline) out of its fractionz
to and from Targa-owned storage, to other thirdypacilities and to various thirgarty pipelines in Louisiana. These pipelines aresubjec
to FERC regulation or rate regulation by the DNR, &re regulated by United States Department afiSpartation (“DOT") safety regulations.

The Partnership’s intrastate pipelines in North @akare subject to the various regulations of tia¢eSof North Dakota.
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Natural Gas Processin

The Partnershig natural gas gathering and processing operatiensa presently subject to FERC regulation. Howestarting in May 20C
the Partnership was required to report to FERCrimé&tion regarding natural gas sale and purchassactions for some of its operati
depending on the volume of natural gas transactemgl the prior calendar year. See Gther Federal Laws and Regulation Affecting
Industry—FERC Market Transparency Rules.” There banno assurance that the Partnershjrocessing operations will continue tc
exempt from other FERC regulation in the future.

Availability, Terms and Cost of Pipeline Transpatida

The Partnershig’ processing facilities and marketing of naturat gad NGLs are affected by the availability, teram&l cost of pipelir
transportation. The price and terms of access ielipie transportation can be subject to extensageral and, if a complaint is filed, st
regulation. FERC is continually proposing and impésting new rules and regulations affecting thergtate transportation of natural gas,
to a lesser extent, the interstate transportatidfiGls. These initiatives also may indirectly atféloe intrastate transportation of natural gas
NGLs under certain circumstances. We cannot préaicultimate impact of these regulatory changahedPartnersh’s processing operatic
and its natural gas and NGL marketing operations.dd/ not believe that the Partnership would bectdteby any such FERC action materi
differently than other natural gas processors aairal gas and NGL marketers with whom it compelds ability of the Partnership’
processing facilities and pipelines to deliver maltigas into thirdparty natural gas pipeline facilities is directippacted by the gas qua
specifications required by those pipelines. In 2006RC issued a policy statement on provisions gong gas quality and interchangeab
in the tariffs of interstate gas pipeline compardaes a separate order declining to set genericppéise national standards. FERC stror
encouraged all natural gas pipelines subject titsdiction to adopt, as needed, gas qualityiatetchangeability standards in their FERC
tariffs modeled on the interim guidelines issuedabgroup of industry representatives, headed byN#tiral Gas Council NGC+ Worl
Group”), or to explain how and why their tariff pisions differ. We do not believe that the adoptairthe NGC+ Work Grou gas qualit
interim guidelines by a pipeline that either ditgadr indirectly interconnects with the Partnerskigacilities would materially affect
operations. We have no way to predict, however tidreFERC will approve of gas quality specificaidhat materially differ from the NG(
Work Group’s interim guidelines for such an intarnecting pipeline.

Sales of Natural Gas and NGLs

The price at which the Partnership buys and selisral gas and NGLs is currently not subject teefatlirate regulation and, for the most pa
not subject to state regulation. However, with rdg@a the Partnership’physical purchases and sales of these energy odities and ar
related hedging activities that the Partnershipeutadkes, it is required to observe amt@rket manipulation laws and related regulatioriererc
by FERC and/or the Commodities Futures Trading Casion (“CFTC”). See “—Other Federal Laws and Regulation Affecting
Industry—Energy Policy Act of 20053tarting May 1, 2009, the Partnership was requivetport to FERC information regarding natural
sale and purchase transactions for some of itsatipes depending on the volume of natural gas aetes during the prior calendar year.
“—Other Federal Laws and Regulation Affecting Ondustry—FERC Market Transparency Rules.” ShouldRae&nership violate the anti-
market manipulation laws and regulations, it coalkb be subject to related thipdrty damage claims by, among others, market [jaatits
sellers, 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 ordéregulatory bodies pursu
thereto, governing a wide variety of matters, idahg marketing, production, pricing, community righ-know, protection of the environme

safety and other matters. For additional informatiegarding the potential impact of federal, statéocal regulatory measures on our busir
see “Risk Factors—Risks Related to Our Business.”
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Interstate common carrier liquids pipeline regutati

The Partnership acquired Targa NGL Pipeline Comgadry (“Targa NGL”) which has interstate NGL pipelines that are conside&ommo
carrier pipelines subject to regulation by FERCarttie Interstate Commerce Act (the “ICARJore specifically, Targa NGL owns a regule
twelve inch diameter pipeline that runs betweened_@karles, Louisiana and Mont Belvieu, Texas. Jieline can move mixed NGLs ¢
purity NGL products. Targa NGL also owns an eigithi diameter pipeline and a twenty inch diametpelfie, each of which run betwe
Mont Belvieu, Texas and Galena Park, Texas. Thietégh and the twenty inch pipelines are also lsgd and are part of an extensive m
NGL and purity NGL pipeline receipt and deliveryssm that provides services to domestic and forieigport and export customers. The |
requires that the Partnership maintain tariffs i@ With FERC for each of these pipelines. Thos#ftaset forth the rates the Partner:
charges for providing transportation services al agthe rules and regulations governing thesées. The ICA requires, among other thi
that rates on interstate common carrier pipelines‘jost and reasonable” and ndiscriminatory. All shippers on this pipeline arer
subsidiaries.

The crude oil pipeline system that is part of thedBnds assets has qualified for a temporary wabfeapplicable FERC regulatc
requirements under the ICA based on current cirtamegs. Such waivers are subject to revocation,eliewy should the pipeling’
circumstances change. FERC could, either at theestgpf other entities or on its own initiativesew that some or all of the transportatiol
this pipeline system is within it jurisdiction. the event FERC were to determine that this pipediystem no longer qualified for waiver,
Partnership would likely be required to file a flawith FERC, provide a cost justification for thensportation charge and provide service 1
potential shippers without undue discriminationcls@a change in the jurisdictional status of tramgtimn on this pipeline could advers
affect the Partnership’s results of operations.

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

The EP Act of 2005 is a comprehensive compilatibtaw incentives, authorized appropriations formgaand guaranteed loans, and signifi
changes to the statutory policy that affects ahsents of the energy industry. Among other mattersAct of 2005 amends the NGA to adt
anti-market manipulation provision which makes it unlaifor any entity to engage in prohibited behawviorbe prescribed by FERC, ¢
furthermore provides FERC with additional civil @éty authority. The EP Act of 2005 provides FERGhathe power to assess civil penal
of up to $1 million per day for violations of the@& and $1 million per violation per day for violatis of the NGPA. The civil pena
provisions are applicable to entities that engagéhé sale of natural gas for resale in interstam@merce, including VGS. In 2006, FE
issued Order No. 670 to implement the angirket manipulation provision of EP Act of 2005.dé&r No. 670 makes it unlawful: (1)
connection with the purchase or sale of naturalsgdiect to the jurisdiction of FERC, or the pusdar sale of transportation services su
to the jurisdiction of FERC, for any entity, dirBcbr indirectly, to use or employ any device, steeor artifice to defraud; (2) to make |
untrue statement of material fact or omit any steiet necessary to make the statements made netadhisf); or (3) to engage in any ac
practice that operates as a fraud or deceit upgmparson. Order No. 670 does not apply to actwitieat relate only to intrastate or other nor
jurisdictional sales or gathering, but does applattivities of gas pipelines and storage compathiasprovide interstate services, as we
otherwise non-jurisdictional entities to the extdrg activities are conducted “in connection witfas sales, purchases or transportation st
to FERC jurisdiction, which includes the annualaeimg requirements under a final rule on the ahmaural gas transaction report
requirements, as amended by subsequent ordersieariregy (Order No. 704), and the quarterly repgrtequirement under Order No. 735."
anti-market manipulation rule and enhanced civilgity authority reflect an expansion of FERC’s N@#forcement authority.
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FERC Standards of Conduct for Transmission Prow

On October 16, 2008, FERC issued new standardemduct for transmission providers (Order No. 71 yeégulate the manner in wh
interstate natural gas pipelines may interact tftbir marketing affiliates based on an employeeassdon approach. ATransmissio
Provider” includes an interstate natural gas pipgethat provides open access transportation pursad@ERCS regulations. Under these ru
a Transmission Provider'transmission function employees (including tla@smission function employees of any of its aff& must functio
independently from the Transmission Providemarketing function employees (including the mtrie function employees of any of
affiliates). FERC clarified on October 15, 2009arehearing order, Order No. 7A7-however, that if a Hinshaw pipeline affiliatedtlva
Transmission Provider engages in off-system sdlem® that has been transported on the Transmigsioviders affiliated pipeline, then tl
Transmission Provider and the Hinshaw pipeline ¢Wwhis engaging in marketing functions) will be reqd to observe the Standards
Conduct by, among other things, having the margetimction employees function independently frora trensmission function employe
The Partnership’s only Hinshaw pipeline, TLI, doest engage in any offystem sales of gas that have been transported affiatec
Transmission Provider, and we do not believe thatRartnershig’ operations will be affected by the new standafdsonduct. FERC furth
clarified Order No. 717-A in a rehearing order, &rto. 717-B, on November 16, 2009, in Order N&Z-Z1 on April 16, 2010, and in Orc
No. 71%-D, on April 8, 2011. However, Order Nos. 717-B,77Q, and 71D did not substantively alter the rules promulgateder Ordel
Nos. 717 and 72-A. The Partnershig only Transmission Provider, VGS, does not engagay transactions with marketing affiliates, amne
do not believe that the Partnership’s operatiorisbeiaffected by the new standards of conduct.

FERC Market Transparency Rul

In 2007, FERC issued Order No. 704, whereby whiddsayers and sellers of more than 2.2 Bcf of ptalanatural gas in the previous calet
year, including interstate and intrastate natues gipelines, natural gas gatherers, natural gacepsors and natural gas marketers, are
required to report, on May 1 of each year, begigrim 2009, aggregate volumes of natural gas puethas sold at wholesale in the p
calendar year to the extent such transactionzeitiiontribute to, or may contribute to the formiatof price indices. It is the responsibility
the reporting entity to determine which transadiamould be reported based on the guidance of QMder704 as clarified in orders
clarification and rehearing. On November 15, 20EERC issued a Notice of Inquiry seeking commentsmwether requiring all mark
participants engaged in sales of wholesale physigalral gas in interstate commerce to report gugrto the Commission every natural
transaction within the CommissianNGA jurisdiction that entails physical deliveyrfthe next day or for the next month will improvatura
gas market transparency.

On November 20, 2008, FERC issued a final ruleaily dcheduled flows and capacity posting requinetsiéOrder No. 720). Under Order |
720, as clarified in orders on clarification antiearing certain nomterstate pipelines delivering, on an annual hasizre than an average
50 million MMBtu of gas over the previous threeeralar years, are required to post daily certaiorinétion regarding the pipelireetapacit
and scheduled flows for each receipt and delivaantpthat has a design capacity equal to or greth@m 15,000 MMBtu/d and interst
pipelines are required to post information regagadhre provision of naotice service. In October 2011, Order No. 72G;lasfied, was vacate
by the Court of Appeals for the Fifth Circuit witlespect to its application to namterstate pipelines. In December 2011, the Fiftrcuit
confirmed that Order No. 720, as clarified, remédiapplicable to interstate pipelines with respeqidsting information regarding the provis
of no-notice service. The Partnership takes théiponghat, at this time, all of its entities aneeenpt from this rule as currently written.

On May 20, 2010, the FERC issued Order No. 735¢ckvhequires intrastate pipelines providing trantgi@mm services under Section 311 of
NGPA and‘Hinshaw” pipelines operating under Section 1(c) of the N@Aeport on a quarterly basis more detailed trartapon and stora
transaction information, including: rates charggdte pipeline under each contract; receipt aniveigl points and zones or segments cov
by each contract; the quantity of natural gas tigper is entitled to transport, store, or delithe duration of the contract; and whether the
an affiliate relationship between the pipeline déimel shipper. Order No. 735 further requires thahsaformation must be supplied throug
new electronic reporting system and will be posied-ERCS website, and that such quarterly reports maycaotain information redacted
privileged. The FERC promulgated this Rule aftetedwmining that such transactional information wohklp shippers make more inforn
purchasing decisions and would improve the abdftypoth shippers and the FERC to monitor actuaisaations for evidence of market po
or undue discrimination. Order No. 735 also exteih@sCommissiors periodic review of the rates charged by the sulggelines from thre
years to five years. Order No. 735 became effedivépril 1, 2011. On December 16, 2010, the Cominisissued Order No. 7-A. In Orde
No. 73t-A, the Commission generally reaffirmed Order No5 #8quiring section 311 and Hinshaw pipelines fworeon a quarterly ba:
storage and transportation transactions contaisyegific information for each transaction, aggreddty contract. Order No. 73%-did gran
rehearing of three requests, including removing thguirement that the quarterly reports include toatract endiate for interruptibl
transactions, eliminating the increased pestomer revenue reporting requirements, and extgritie deadline for submitting the quart:
reports from 30 days to 60 days following the geragnd date. As currently written, this rule does apply to the Partnershg’Hinshav
pipelines.
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Additional proposals and proceedings that mighecfthe natural gas industry are pending beforegams, FERC and the courts. We ca
predict the ultimate impact of these or the abagulatory changes to the Partnershipatural gas operations. We do not believe the
Partnership would be affected by any such FERGomatnaterially differently than other midstream matugas companies with whorr
competes.

Environmental and Operational Health and Safety Mats
General

The Partnershig’ operations are subject to stringent and compdebertl, state and local laws and regulations gavgrthe discharge

materials into the environment, worker health aafkty, or otherwise relating to environmental petiten. As with the industry general
compliance with current and anticipated environraketg#ws and regulations increases the Partnessioiypérall cost of business, including
capital costs to construct, maintain and upgradepesent and facilities. These laws and regulatioresy, among other things, require
acquisition of various permits to conduct regulatetivities, require the installation of polluticontrol equipment or otherwise restrict the -
the Partnership can handle or dispose of its waktess or prohibit construction activities in sdtige areas such as wetlands, wildernes
urban areas or areas inhabited by endangered eatéimed species; impose specific health and sefééria addressing worker protecti
require investigatory and remedial action to miggaollution conditions caused by the Partnershipperations or attributable to forr
operations; and enjoin some or all of the operatioihfacilities deemed in notempliance with permits issued pursuant to suclirenmenta
laws and regulations. Failure to comply with thisses and regulations may result in assessmentrofrastrative, civil and criminal penaltie
the imposition of removal or remedial obligatiomsldhe issuance of injunctions limiting or prohiiagt the Partnership’s activities.

The Partnership has implemented programs and esliésigned to keep its pipelines, plants and déudities in compliance with existir
environmental laws and regulations. The clear trenénvironmental regulation, however, is to planere restrictions and limitations
activities that may affect the environment and tharsy changes in environmental laws and regulatmmsgeinterpretation of enforcem:
policies that result in more stringent and costlgste management or disposal, pollution controleonadiation requirements could hav
material adverse effect on the Partnershipperations and financial position. The Partnershay be unable to pass on such incre
compliance costs to its customers. Moreover, actideeleases or spills may occur in the coursthefPartnershig’ operations and we can
assure you that the Partnership will not incur iiggnt costs and liabilities as a result of sueleases or spills, including any thipasty claim:
for damage to property or natural resources orynjo persons. While we believe that the Partnershin substantial compliance with exist
environmental laws and regulations and that cortincompliance with current requirements would rteha material adverse effect on
Partnership, there is no assurance that the cuegutatory standards will not become more onenotise future.

The following is a summary of the more significaxisting environmental and worker health and safetys and regulations to which
Partnerships business operations are subject and for whiclptiante may have a material adverse impact on aagpenditures, results
operations or financial position.

Hazardous Substances and We

The Comprehensive Environmental Response, Compensand Liability Act, as amended (“CERCLA'and comparable state laws imp
liability without regard to fault or the legalityf the original conduct, on certain classes of pgssoho are considered to be responsible fc
release of a “hazardous substano#d the environment. These persons include curaet prior owners or operators of the site whes
release occurred and entities that disposed ongethfor the disposal of the hazardous substarmesifat the site. Under CERCLA, th
“responsible persongthay be subject to joint and several, strict lidifor the costs of cleaning up the hazardous sumgsis that have be
released into the environment, for damages to aatasources and for the costs of certain healidiest. CERCLA also authorizes
Environmental Protection Agency (“EPA”) and, in sermstances, thirgharties to act in response to threats to the puidialth or th
environment and to seek to recover from the resptnslasses of persons the costs they incur.dbtsuncommon for neighboring landowr
and other third parties to file claims for persoimpiry and property damage allegedly caused byrétease of hazardous substances or
pollutants into the environment. The Partnershipegates materials in the course of its operatibasdre regulated as “hazardous substance
under CERCLA or similar state statutes and, asaltilemay be jointly and severally liable under CHR or such statutes for all or part of
costs required to clean up sites at which thesardams substances have been released into ther®ment.
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The Partnership also generates solid wastes, imguthzardous wastes that are subject to the mmeints of the Resource Conservation
Recovery Act, as amended (“RCRA3nd comparable state statutes. While RCRA regulai#s solid and hazardous wastes, it imposes
requirements on the generation, storage, treatrtrangportation and disposal of hazardous wastebel course of the Partnerslsgperation:
it generates petroleum product wastes and ordimahystrial wastes such as paint wastes, waste r#shand waste compressor oils thai
regulated as hazardous wastes. Certain materialsrafed in the exploration, development or productf crude oil and natural gas
excluded from RCRAS hazardous waste regulations. However, it is ptesghat future changes in law or regulation caekllt in these wast:
including wastes currently generated during theraship’s operations, being designated as “harsrd@stes’and therefore subject to mu
rigorous and costly disposal requirements. Any saobhnges in the laws and regulations could haveatenml adverse effect on 1
Partnership’s capital expenditures and operatipgeses as well as those of the oil and gas indirsggneral.

The Partnership currently owns or leases and hadkeimast owned or leased properties that for myaays have been used for midstr
natural gas and NGL activities and refined petnalguroduct and crude oil storage and terminalingviiets. Although the Partnership t
utilized operating and disposal practices that veta@dard in the industry at the time, hydrocarbamether substances and wastes may
been disposed of or released on or under the pgrepeywned or leased by the Partnership or on dewuthe other locations where th
hydrocarbons or other substances and wastes havre thken for treatment or disposal. In additiorrtade of these properties have b
operated by third parties whose treatment and dapor release of hydrocarbons or other substaamcdsvastes was not under our con
These properties and any hydrocarbons, substandesastes disposed thereon may be subject to CERBCRA and analogous state la
Under these laws, the Partnership could be reqtireeimove or remediate previously disposed wdstekiding wastes disposed of or relec
by prior owners or operators), to clean up contaeic property (including contaminated groundwaserd to perform remedial operation:
prevent future contamination. We are not curreatiyare of any facts, events or conditions relatmguch requirements that would reason
be expected to have a material adverse effect@Pantnership’s results of operations or financialdition.

Air Emissions

The federal Clean Air Act, as amended, and comparstate laws and regulations restrict the emissioair pollutants from many sourc
including processing plants and compressor statolsalso impose various monitoring and reportaguirements. These laws and regulal
may require the Partnership to obtain ppproval for the construction or modification ofteén projects or facilities expected to produc
significantly increase air emissions, obtain andctty comply with stringent air permit requiremsenbr utilize specific equipment
technologies to control emissions. The need toiolgarmits has the potential to delay the develapneé oil and natural gas related proje
Over the next several years, we may be requirédciar certain capital expenditures for air polluticontrol equipment or other air emissi
related issues. For example, on August 16, 201&@,BRA published final rules under the Clean Air Altat subject oil and natural ¢
production, processing, transmission and storageabipns to regulation under the New Source Peidore Standards and National Emis
Standards for Hazardous Air Pollutants federal mots. These final rules, among other things, eegidsting requirements for volatile orge
compound emissions from equipment leaks at onshattgal gas processing plants by lowering the tflition for valves from 10,000 pa
per million to 500 parts per million and requiresnitoring of connectors, pumps, pressure reliefigis/and opeended lines. In additic
these rules establish requirements regarding esnssiom: (i) wet seal and reciprocating compresst gathering systems, boosting facili
and onshore natural gas processing plants, efeec@igtober 15, 2012; (ii) specified pneumatic cdigrs at gathering systems, boos
facilities, and onshore natural gas processingtplaifective October 15, 2013; and (iii) specifstdrage vessels at gathering systems, bot
facilities, and onshore natural gas processingtplagffective October 15, 2013. Compliance withstheequirements could increase
Partnership’s operational costs for upstream amtstrdam activities, which could be significant.
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Climate Change

In December 2009, the EPA published its findingst #missions of carbon dioxide, methane and otteeniouse gases (“GHGg)esent a
endangerment to public health and the environmeaalse emissions of such gases are, according RA, contributing to warming of t
earths atmosphere and other climatic changes. Basetlem® ffindings, the EPA has adopted regulationsruth@eClean Air Act that restri
emissions of GHGs from motor vehicles and anothat tequires certain construction and operatingnfieeviews for emissions of GHGs fr(
certain large stationary sources of emissionsdtiiten, the EPA adopted rules requiring the manniip and reporting of GHG emissions fr
certain sources, including, among others, onsho affshore oil and natural gas production faefitiand onshore oil and natural
processing, transmission, storage and distribu@ailities in the United States on an annual babie EPA also assumed responsibility
issuing certain Clean Air Act permits for constiantand Title V operating permits for GHG emissiam§exas in December 2010. As a re:
those two permitting programs are now subject tal dets of approvals at the state and federal dev@berators in Texas with station
sources emitting GHGs in excess of applicable stguty thresholds must now obtain separate Cleam&irpermits and/or Title V perm
from each of the EPA, with respect to GHG emissiamsl the Texas Commission on Environmental QUETRZEQ”) with respect to all oth
regulated non-GHG emissions. We are monitoring G#h@ssions from the Partnerstgpoperations in accordance with the GHG emis:
reporting rule and believe that the Partnershipionitoring and reporting activities are in substd compliance with applicable report
obligations.

Also, Congress has from time to time consideredlation to reduce emissions of GHGs, and almostt@if of the states already have ta
legal measures to reduce emissions of GHGs, piiynmiough the planned development of GHG emissimentories and/or regional Gt
cap and trade programs. The adoption of any lggisl@r regulations that requires reporting of GHEB®therwise restricts emissions of Gt
from the Partnership’ equipment and operations could require it to ringignificant added costs to reduce emissions ofG&Hr coul
adversely affect demand for the natural gas angralagas liquids the Partnership gathers and psesesr fractionates. Finally, some scien
have concluded that increasing concentrations oG6lh the Eartts atmosphere may produce climate change that dwad significar
physical effects, such as increased frequency ewefity of storms, droughts, and floods and otlienatic events; if such effects were to oc
they could have an adverse effect on the PartrgEsstiperations.

Water Discharges

The Federal Water Pollution Control Act, as amengi€@ean Water Act” or “CWA”"),and analogous state laws impose restrictions aiad
controls regarding the discharge of pollutants mawigable waters. Pursuant to the CWA and anagtate laws, permits must be obtaine
discharge pollutants into state waters or wateth@United States. Any such discharge of pollgtamb regulated waters must be performe
accordance with the terms of the permit issued Hgy EPA or the analogous state agency. Spill presgntontrol and countermeas
requirements under federal law require appropratgtainment berms and similar structures to hegvegmt the contamination of naviga
waters in the event of a petroleum hydrocarbon ik, rupture or leak. In addition, the CWA andatogous state laws require individ
permits or coverage under general permits for dispds of storm water runoff from certain types afilities. These permits may require
Partnership to monitor and sample the storm waiapoff. The CWA and analogous state laws can impmagsstantial civil and crimin
penalties for non-compliance including spills artldes nonauthorized discharges.

The Federal Oil Pollution Act of 1990, as amend&PA”), which amends the CWA, establishes strict liabifity owners and operators
facilities that are the site of a release of dibiwaters of the United States. OPA and its astatigegulations impose a variety of requirem
on responsible parties related to the preventianiladpills and liability for damages resulting fincssuch spills. A “responsible partyhder OP/
includes owners and operators of onshore faciliash as the Partnershégilants and pipelines. Under OPA, owners and tperaf facilitie:
that handle, store, or transport oil are requicedevelop and implement oil spill response pland, @stablish and maintain evidence of finar
responsibility sufficient to cover liabilities rédal to an oil spill for which such parties could $tatutorily responsible. We believe that
Partnership is in substantial compliance with tNgAC OPA and analogous state laws.
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Hydraulic Fracturing

It is customary to recover natural gas from deegesformations through the use of hydraulic fractyy combined with sophisticated horizol
drilling. Hydraulic fracturing involves the inject of water, sand and chemical additives underspresinto rock formations to stimulate
production. The process is typically regulated tatesoil and gas commissions but the EPA has askétleral regulatory authority under
Safe Drinking Water Act (“SDWA"pver certain hydraulic fracturing involving the usfediesel fuel and in May 2012 released draft peimgy
guidance for hydraulic fracturing activities usidigsel fuels. In November 2011, the EPA announteihient to develop and issue regulat
under the federal Toxic Substances Control Actequire companies to disclose information regardimg chemicals used in hydrat
fracturing. In addition, legislation has been inwoed from time to time before Congress to proWiudederal regulation of hydraulic fracturi
under the SDWA and to require disclosure of thenthals used in the hydraulic fracturing processth& state level, a growing numbe!
states have adopted or are considering legal emeints that could impose more stringent permittiaigclosure, or well constructi
requirements on hydraulic fracturing activities.the event that new or more stringent federalgestat local legal restrictions relating to
hydraulic fracturing process are adopted in arelsra/the Partnership’s oil and natural gas exploraand production customersperate
those customers could incur potentially significadted costs to comply with such requirements amperéence delays or curtailment in
pursuit of exploration, development, or productiactivities, which could reduce demand for the Raships gathering, processing ¢
fractionation services. In addition, several goweental reviews recently conducted or underway fbatis on environmental aspects
hydraulic fracturing activities. The White Houseudail on Environmental Quality is coordinating agnanistrationwide review of hydrauli
fracturing practices and the EPA has commencedidy sif the potential environmental effects of hydi@fracturing on drinking water a
groundwater, with a first progress report outliningrk currently underway by the agency releaseddenember 21, 2012 and a final re|
drawing conclusions about hydraulic fracturing amking water resources expected to be availablgédlic comment and peer review
2014. Moreover, the EPA is developing effluent tations for the treatment and discharge of wastem@sulting from hydraulic fracturil
activities and plans to propose these standardshfale gas by 2014. In addition, the U.S. DepartrokEnergy has conducted an investige
into practices the agency could recommend to bpttaect the environment from drilling using hydieadracturing completion methods and
August 2011, issued a report on immediate and Ieteyen actions that may be taken to reduce envirotehemd safety risks of shale |
development. Also, the U.S. Department of the lotereleased draft regulations in May 2012 govegriitydraulic fracturing on federal &
Indian oil and gas leases to require disclosurimfofmation regarding the chemicals used in hydcafuhcturing, advance approval for well-
stimulation activities, mechanical integrity testiof casing, and monitoring of wedtimulation operations. These studies, dependinthei
degree of pursuit and any meaningful results obthicould spur initiatives to further regulate teudic fracturing under the SDWA or otl
regulatory mechanisms, which events could delaguotail production of natural gas by exploratiord@roduction operators, some of wt
may be the Partnership’s customers, and thus redkroand for the Partnership’s midstream services.

Endangered Species £

The federal Endangered Species Act, as amended\{JE&stricts activities that may affect endangerethogatened species or their habi
While some of the Partnershgpfacilities may be located in areas that are deséayl as habitat for endangered or threatenedespeee believ
that the Partnership is in substantial complianith the ESA. If endangered species are locatedaasaof the underlying properties where
Partnerships wishes to conduct development aeivitsuch work could be prohibited or delayed oreespre mitigation may be requir
Moreover, as a result of a settlement approvedhbyU.S. District Court for the District of Columbiia September 2011, the U.S. Fish
Wildlife Service is required to make a determinatam listing of more than 250 species as endangaréareatened under the ESA before
completion of the agency’2017 fiscal year. The designation of previousiprotected species as threatened or endangeredas @where tt
Partnership or its oil and natural gas exploradind production customers operate could cause titiedPship or its customers to incur increz
costs arising from species protection measurecauld result in delays or limitations in the Pargigp’s customers performance of operati
which could reduce demand for our Partnership’sstnéghm services.
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Pipeline Safet

The pipelines used by the Partnership to trangpettral gas and transport NGLs are subject to atignl by the DOT under the Natural (
Pipeline Safety Act of 1968, as amended (“NGPSAith respect to natural gas and the Hazardous d&®ipeline Safety Act of 1979,
amended (“HLPSA"),with respect to crude oil, NGLs and condensate® NIBPSA and HLPSA govern the design, installatiesting
construction, operation, replacement and managerokematural gas andNGL pipeline facilities. Pursuant to these acte DOT ha
promulgated regulations governing pipeline waltkniess, design pressures, maximum operating pessspipeline patrols and leak surwv
minimum depth requirements, and emergency procedasewell as other matters intended to ensureuatiegrotection for the public anc
prevent accidents and failures. Where applicahle NGPSA and HLPSA require any entity that ownsgerates pipeline facilities to com
with the regulations under these acts, to perntess to and allow copying of records and to mak&icereports and provide information
required by the Secretary of Transportation. Wéekielthat the Partnershippipeline operations are in substantial compliamite applicabli
NGPSA and HLPSA requirements; however, due to tssipility of new or amended laws and regulationseinterpretation of existing la
and regulations, future compliance with the NGP®4 BILPSA could result in increased costs.

The Partnershig pipelines are also subject to regulation by tETunder the Pipeline Safety Improvement Act of 200hich was amend
by the Pipeline Inspection, Protection, Enforcementd Safety Act of 2006 (“PIPES Act’The DOT, through the Pipeline and Hazarc
Materials Safety Administration (“PHMSA"has established a series of rules, which requipelipe operators to develop and implen
integrity management programs for gas transmispipelines that, in the event of a failure, couldeef “high consequence areasHifh
consequence areaafe currently defined as areas with specified patmn densities, buildings containing populatiofidimited mobility anc
areas where people gather that are located al@ngpthe of a pipeline. Similar rules are also iacpl for operators of hazardous liquid pipel
including lines transporting NGLs and condensates.

In addition, states have adopted regulations, amid existing DOT regulations, for intrastate gaiihg and transmission lines. Texas, Louis
and New Mexico have developed regulatory programas parallel the federal regulatory scheme andapicable to intrastate pipelir
transporting natural gas and NGLs. The Partnershipently estimates an annual average cost of ®#libn for years 2013 through 2015
perform necessary integrity management prograrmggesh its pipelines required by existing DOT atates regulations. This estimate does
include the costs, if any, of any repair, remediatipreventative or mitigating actions that maydieéermined to be necessary as a result «
testing program, which costs could be substarttialvever, we do not expect that any such costs welchaterial to the Partnershggdinancia
condition or results of operations.

Moreover, changes to pipeline safety laws and edpnis that result in more stringent or costly sagtandards could have a significant adv
effect on the Partnership and similarly situatedistieam operators. On January 3, 2012, Presideam®lsigned the Pipeline Saf
Regulatory Certainty, and Job Creation Act of 2@¢PD11 Pipeline Safety Act”)which act requires increased safety measures f®rage
hazardous liquids transportation pipelines. Amorgeo things, the 2011 Pipeline Safety Act diredte Secretary of Transportation
promulgate rules or standards relating to exparnegrity management requirements, automatic omtetwontrolled valve use, excess fl
valve use, and leak detection system installafiéve 2011 Pipeline Safety Act also directs owneis @perators of interstate and intrastate
transmission pipelines to verify their records d@oning the maximum allowable pressure of pipelimescertain class locations and h
consequence areas, requires promulgation of regagafor conducting tests to confirm the materia¢isgth of pipe operating above 30%
specified minimum yield strength in high conseqeeaceas, and increases the maximum penalty foatigol of pipeline safety regulatic
from $1 million to $2 million. Also, in August 201PHMSA published an advance notice of proposeenmaking in which the agency
seeking public comment on a number of changesgagons governing the safety of gas transmispipalines and gathering lines, includi
for example, (i) revising the definitions of “higlonsequence areas” and “gathering linei§’ s{rengthening integrity management requirerr
as they apply to existing regulated operators andurrently exempt operators should certain exesnptibe removed; (iii) strengthen
requirements on the types of gas transmissionipgpaitegrity assessment methods that may be seldéat use by operators; (iv) imposing
transmission integrity management requirements rehare gas gathering lines; (v) requiring the ssbimn of annual, incident and safety
related conditions reports by operators of all getty lines; and (vi) enhancing the current requigats for internal corrosion control
gathering lines. The safety enhancement requiresn@md other provisions of the 2011 Pipeline Safety as well as any adoption of -
proposed PHMSA regulations applying more comprelers stringent pipeline safety standards coutfliie the Partnership to install new
modified safety controls, pursue additional capiiadjects, or conduct maintenance programs on e@le@ted basis, any or all of which te
could result in the Partnership incurring increaspdrating costs that could be significant and reaveaterial adverse effect on its result
operations or financial position.
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Employee Health and Safe!

We and the Partnership are subject to a numbezdefrél and state laws and regulations, includiegfélderal Occupational Safety and He
Act, as amended (“OSHA"and comparable state statutes, whose purposepiotect the health and safety of workers, both galyeanc
within the pipeline industry. In addition, the OSHWazard communication standard, the EPA commuigtyt-to-know regulations under Tit
Il of the Federal Superfund Amendment and Reaightion Act and comparable state statutes requieg information be maintain
concerning hazardous materials used or producéukifartnershig’ operations and that this information be proviteémployees, state ¢
local government authorities and citizens. Theraship and the entities in which it owns an inteere also subject to OSHA Process S
Management regulations, which are designed to ptememinimize the consequences of catastropheassls of toxic, reactive, flammable
explosive chemicals. These regulations apply topongess which involves a chemical at or abovesgieeified thresholds or any process w
involves flammable liquid or gas, pressurized tamkserns and wells in excess of 10,000 poundaraws locations. Flammable liquids stc
in atmospheric tanks below their normal boilingraavithout the benefit of chilling or refrigeratiaare exempt. The Partnership has an int
program of inspection designed to monitor and exf@ompliance with worker safety requirements. Wkele that we and the Partnership
in substantial compliance with all applicable laavel regulations relating to worker health and yafet

Title to Properties and Rights-of-Way

The Partnershig real property falls into two categories: (1) gdschat it owns in fee and (2) parcels in whichinterest derives from leas
easements, rights-efay, permits or licenses from landowners or govesmtal authorities permitting the use of such laodits operation:
Portions of the land on which the Partnershiplants and other major facilities are locatedaaveed by it in fee title and we believe that
Partnership has satisfactory title to these lamtes.remainder of the land on which the Partnershiyant sites and major facilities are locate
held by the Partnership pursuant to ground leaséseen it, as lessee, and the fee owner of thes)aaml lessors. The Partnership an
predecessors have leased these lands for manywidaosit any material challenge known to the Paghip relating to the title to the land ug
which the assets are located, and we believe liealPartnership has satisfactory leasehold estatasch lands. We have no knowledge of
challenge to the underlying fee title of any matklkéase, easement, rightswhy, permit, lease or license; and we believe thatPartnersh
has satisfactory title to all of its material le;seasements, rights-of-way, permits, leases aaddes.

We may continue to hold record title to portionsceftain assets until we make the appropriategslim the jurisdictions in which such as:
are located and obtain any consents and appravaisate not obtained prior to transfer. Such caissend approvals would include th
required by federal and state agencies or poliscdidivisions. In some cases, we may, where redjuiomsents or approvals have not t
obtained, temporarily hold record title to propeaty nominee for our benefit and in other cases maythe basis of expense and diffic
associated with the conveyance of title, caus® usttiin title, as nominee for our benefit, untiliture date. We anticipate that there will be
material change in the tax treatment of our commuoits resulting from the holding by us of title any part of such assets subject to fL
conveyance or as our nominee.

Employees

Through a wholly-owned subsidiary of ours, we emiplg192 people who primarily support the Partngrshioperations. None of the
employees are covered by collective bargainingeagemts. We consider our employee relations to loe.go
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Financial Information by Reportable Segment

See “Segment Information” included under Note 23otw “Consolidated Financial Statemenfst a presentation of financial results
reportable segment and see “Management’s DiscussidrAnalysis of Financial Condition and Resultgferations -Results of Operatiol
of the Partnership — By Segment” for a discussiooun financial results by segment.

Available Information

We make certain filings with the Securities and lfttge Commission (“SEC”), including our Annual Repm Form 10K, quarterly repori
on Form 10-Q, current reports on FornK8and all amendments and exhibits to those rep@ves make such filings available free of chi
through our website, http://www.targaresources.camsoon as reasonably practicable after theyilace With the SEC. The filings are a
available through the SEC at the SEC’s Public Refee Room at 100 F Street, N.E., Washington, D0542 or by calling 1-800-SEG330
Also, these filings are available on the interntelitép://www.sec.gov. Our press releases and reaeallyst presentations are also availabl
our website.

ltem Risk Factors.
1A.

The nature of our business activities subjectousettain hazards and risks. You should considexfally the following risk factors togeth
with all of the other information contained in thisport. If any of the following risks were actyalio occur, then our business, finan
condition, cash flows and results of operationddde 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 of cash distributions frdm Partnership. The amount of cash that the Patipewill be able to distribute to
partners, including us, each quarter principallpatals upon the amount of cash it generates froruiness. For a description of cer
factors that can cause fluctuations in the amoticash that the Partnership generates from itsnbssj please read ‘Risks Inherent in tt
Partnership’s Business” and “Management’s Discussiod Analysis of Financial Condition and Resulfs Gperations—actors The
Significantly Affect Our Results.The Partnership may not have sufficient availalslghceach quarter to continue paying distributidrthiei
current level or at all. If the Partnership redudssper unit distribution, because of reduced apeg cash flow, higher expenses, ca
requirements or otherwise, we will have less casgilable to pay dividends to our stockholders amdild probably be required to reduce
dividend per share of common stock. The amounashdhe Partnership has available for distributiepends primarily upon the Partnership’
cash flow, including cash flow from the releaserederves as well as borrowings, and is not soldlynation of profitability, which will b
affected by norcash items. As a result, the Partnership may makhk distributions during periods when it recordssés and may not me
cash distributions during periods when it recondsifs.

Once we receive cash from the Partnership andehergl partner, our ability to distribute the cesteived to our stockholders is limited k
number of factors, including:

e Our obligation to satisfy tax obligations assodlatéth previous sales of assets to the Partner
e interest expense and principal payments on anytedaess we incu
e restrictions on distributions contained in any 8ri or future debt agreemen

e our general and administrative expenses, includixgenses we incur as a result of being a publicpemm as well as other operat
expenses

e expenses of the general partr
e income taxes

e reserves we establish in order for us to maintain 2% general partner interest in the Partnersipipnuthe issuance of additio
partnership securities by the Partnership;
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e reserves our board of directors establishes fopthper conduct of our business, to comply withligpble law or any agreement bind
on us or our subsidiaries or to provide for futdigdends by us

The actual amount of cash that is available foidéinds to our stockholders will depend on numefaatrs, many of which are beyond our
control.

A reduction in the Partnerst’s distributions will disproportionately affect ttEmount of cash distributions to which we are éadit

Our ownership of the IDRs in the Partnership esgitus to receive specified percentages of the anwfucash distributions made by

Partnership to its limited partners only in the mvilat the Partnership distributes more than $13&r unit for such quarter. As a result,
holders of the Partnershgptommon units have a priority over our IDRs toeR&ent of cash distributions by the Partnershipougnd includin
$0.3881 per unit for any quarter.

Our IDRs entitle us to receive increasing percesdagip to 48%, of all cash distributed by the Rasiip. Because the Partnership’
distribution rate is currently above the maximumgét cash distribution level on the IDRs, futurewth in distributions we receive from 1
Partnership will not result from an increase in téuget cash distribution level associated withlies. Furthermore, a decrease in the arr
of distributions by the Partnership to less tharb®625 per unit per quarter would reduce the gémerdners percentage of the incremel
cash distributions above $0.3881 per common umigparter from 48% to 23%. As a result, any sucluction in quarterly cash distributic
from the Partnership would have the effect of dipprtionately reducing the distributions that weeige from the Partnership based on
IDRs as compared to distributions we receive framRartnership with respect to our 2% general paitiierest and our common units.

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

We currently manage our investment in the Partigrgirough our ownership interest in the generatn@a. The Partnershig’partnershi
agreement, however, gives unitholders of the Pesttiie the right to remove the general partner uperaffirmative vote of holders of &84 of
the Partnershig’ outstanding units. If the general partner weneoneed as general partner of the Partnership, ildvmceive cash or comm
units in exchange for its 2% general partner irsieasd the IDRs and would also lose its abilityrtanage the Partnership. While the cas
common units the general partner would receivaraemded under the terms of the Partnershgartnership agreement to fully compensa
in the event such an exchange is required, theevaifuthe investments we make with the cash or trancon units may not over time
equivalent to the value of the general partner@sieand the IDRs had the general partner retahresd.

In addition, if the general partner is removed aseagal partner of the Partnership, we would facdnareased risk of being deemed
investment company. Please read tin the future we cease to manage and controP#nership, we may be deemed to be an inves
company under the Investment Company Act of 1940.”

The Partnership, without our stockholdecsinsent, may issue additional common units or odfyglity securities, which may increase the
that the Partnership will not have sufficient aadile cash to maintain or increase its cash distiitou level per common unit.

Because the Partnership distributes to its parmest of the cash generated by its operationsliés primarily upon external financing sour:
including debt and equity issuances, to fund itpuggitions and expansion capital expenditures. Adiogly, the Partnership has wide latitud
issue additional common units on the terms anditiond established by its general partner. We keceash distributions from the Partner:
on the general partner interest, IDRs and commats thrat we own. Because a significant portionhaf tash we receive from the Partnerst
attributable to our ownership of the IDRs, paymehtistributions on additional Partnership commanitai may increase the risk that
Partnership will be unable to maintain or increseuarterly cash distribution per unit, whichtiun may reduce the amount of distributi
we receive attributable to our common units, gdneatner interest and IDRs and the available ¢hahwe have to pay as dividends to
stockholders.
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The general partner, with our consent but withdw& tonsent of our stockholders, may limit or mottig/incentive distributions we are entil
to receive, which may reduce cash dividends to you.

We own the general partner, which owns the IDR&h@Partnership that entitle us to receive increppeercentages, up to a maximum of «
of any cash distributed by the Partnership as icetdaget distribution levels are reached in exa#sk0.3881 per common unit in any quarte
substantial portion of the cash flow we receivenfrthe Partnership is provided by these IDRs. Bexafsthe high percentage of
Partnerships incremental cash flow that is distributed to 1BERs, certain potential acquisitions might not emse cash available
distribution per Partnership unit. In order to faéaie acquisitions by the Partnership or for otteasons, the board of directors of the ge
partner may elect to reduce the IDRs payable twitls our consent. These reductions may be permameiictions in the IDRs or may
reductions with respect to cash flows from the pté acquisition. If distributions on the IDRs wereduced for the benefit of the Partner
units, the total amount of cash distributions weuldaeceive from the Partnership, and thereforeatiheunt of cash dividends we could pa
our stockholders, would be reduced.

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

Because our only source of operating cash flowistssf cash distributions from the Partnership,amount of dividends we are able to pe
our stockholders may fluctuate based on the lefsdisiributions the Partnership makes to its pagnacluding us. The Partnership may
continue to make quarterly distributions at the2€durth quarter distribution level of $0.6@er common unit, or may not distribute any o
amount, or increase its quarterly distributionsthie future. In addition, while we would expect twrease or decrease dividends to
stockholders if the Partnership increases or dseeedistributions to us, the timing and amountughschanges in distributions, if any, will
necessarily be comparable to the timing and amotiaty changes in dividends made by us. Factors asgeserves established by our b
of directors for our estimated general and adnmatiste expenses as well as other operating expensssrves to satisfy our debt ser
requirements, if any, and reserves for future dimids by us may affect the dividends we make tostnokholders. The actual amount of ¢
that is available for dividends to our stockhold&i depend on numerous factors, many of whichtagond our 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 fastte growth of businesses that rein
their available cash to expand ongoing operatibm$act, because currently our only cagmerating assets are direct and indirect partim
interests in the Partnership, our growth will bbéstantially dependent upon the Partnership. If sgaé additional shares of common stoc
we were to incur debt, the payment of dividenddhmse additional shares or interest on that dellddacrease the risk that we will be ung¢
to maintain or increase our cash dividend levels.

Our rate of growth may be reduced to the extenpwehase additional units from the Partnership, ethwill reduce the relative percentage
the cash we receive from the IDRs.

Our business strategy includes, where appropriateporting the growth of the Partnership by purititaghe Partnership’ units or lendin
funds or providing other forms of financial supptarthe Partnership to provide funding for the asitjon of a business or asset or for a grc
project. To the extent we purchase common unitsemurities not entitled to a current distributioonfi the Partnership, the rate of
distribution growth may be reduced, at least inghert term, as less of our cash distributions @oine from our ownership of IDRs, wh
distributions increase at a faster rate than tlbseir other securities.

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

We have a credit facility that contains variousragiag and financial restrictions and covenantst &hility to comply with these restrictic
and covenants may be affected by events beyondamurol, including prevailing economic, financiaddhindustry conditions. If we are una
to comply with these restrictions and covenanty,fature indebtedness under this credit facilityyrb@come immediately due and payable
our lenders'‘commitment to make further loans to us may terneinfe might not have, or be able to obtain, sudfitifunds to make the
accelerated payments.
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Our credit facility limits our ability to pay diviehds to our stockholders during an event of defawif an event of default would result fri
such dividend. In addition, any future borrowingaym

e adversely affect our ability to obtain additionialancing for future operations or capital nee
e limit our ability to pursue acquisitions and otleersiness opportunitie

e make our results of operations more susceptibéglt@rse economic or operating conditions
e limit our ability to pay dividends

Our payment of any principal and interest will redwur cash available for dividends to our stocttbd. In addition, we are able to in
substantial additional indebtedness in the futifreve incur additional debt, the risks associataethwur leverage would increase. For nr
information regarding our credit facility, pleasead “Managemers’ Discussion and Analysis of Financial Conditiond aResults ¢
Operations—Liquidity and Capital Resources.”

If dividends on our shares of common stock arepadd with respect to any fiscal quarter, our stocklers will not be entitled to receive t
quarter's payments in the future.

Dividends to our stockholders will not be cumulatiConsequently, if dividends on our shares of comstock are not paid with respect to
fiscal quarter, our stockholders will not be entitto receive that quarter's payments in the future

The Partnerships practice of distributing all of its available dasnay limit its ability to grow, which could impadistributions to us and tl
available cash that we have to dividend to our lshatders.

Because currently our only cagknerating assets are common units and generalepanterests in the Partnership, including the $D&u
growth will be dependent upon the Partnershadility to increase its quarterly cash distribnt. The Partnership has historically distributa
its partners most of the cash generated by itsaipes. As a result, it relies primarily upon exi@rfinancing sources, including debt and ec
issuances, to fund its acquisitions and expansagital expenditures. Accordingly, to the extent Bartnership is unable to finance gro
externally, its ability to grow will be impaired t®use it distributes substantially all of its aahie cash. Also, if the Partnership inc
additional indebtedness to finance its growth, ithereased interest expense associated with sudabtiedness may reduce the amout
available cash that the Partnership distributesisowhich in turn may reduce the amount of avadlatdsh that we can distribute to
stockholders. In addition, to the extent the Pastmp issues additional common units in connectidgih any acquisitions or growth cap
expenditures, the payment of distributions on thamgitional common units may increase the risk thatPartnership will be unable to main
or increase its per unit distribution level, whialturn may impact the cash available for dividetwleur stockholders.

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

The TRP Revolver and indentures contain covenamisirig its ability to incur indebtedness, grargrs, engage in transactions with affilii
and make distributions. The TRP Revolver also doateovenants requiring the Partnership to maintamain financial ratios. The Partners
is prohibited from making any distribution to uratters if such distribution would cause an eventefault or otherwise violate a cover
under the TRP Revolver or the indentures, whicluin may impact the cash available for dividendsupstockholders.

If in the future we cease to manage and controRhgnership, we may be deemed to be an investroempany under the Investment Comg
Act of 1940

If we cease to manage and control the Partnersidmee deemed to be an investment company undémtbstment Company Act of 1940,
would either have to register as an investment eampnder the Investment Company Act of 1940, obéxiemptive relief from the SEC
modify our organizational structure or our contuattrights to fall outside the definition of an &stment company. Registering as
investment company could, among other things, rizdietimit our ability to engage in transactionsthvaffiliates, including the purchase ¢
sale of certain securities or other property térom our affiliates, restrict our ability to borrofunds or engage in other transactions invol
leverage and require us to add additional direatdrs are independent of us and our affiliates, aaersely affect the price of our comn
stock.
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Our historical financial information may not be megentative of our future performance.

The historical financial information included iniskannual report is derived from our historicalaficial statements including for periods g
to our initial public offering in December 2010. Oaudited historical financial statements were pred in accordance with GAA
Accordingly, the historical financial informatiomdluded in this annual report does not reflect winat results of operations and finan
condition would have been had we been a publidyedtiring the periods presented, or what our reseiitoperations and financial condit
will be in the future.

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 officme responsible for executing our
the Partnership’s business strategies and, wheropiigte to our primary business objective, faailiig the Partnershig’growth throug
various forms of financial support provided by imgluding, but not limited to, modifying the Partekip’s IDRs, exercising the Partnerskip’
IDR reset provision contained in its partnershipeagent, making loans, making capital contributimnexchange for yielding or noyielding
equity interests or providing other financial suggo the Partnership. There is substantial cortipatior qualified personnel in the midstre
natural gas industry. We may not be able to ratainexisting named executive officers or fill newsfiions or vacancies created by expar
or turnover. We have not entered into employmen¢@gents with any of our named executive officersaaddition, we do not maintairkey
man” life insurance on the lives of any of our namedcetiee officers. A loss of one or more of our nanee@cutive officers could harm ¢
and the Partnership’s business and prevent usifmpiementing our and the Partnership’s businesdegiies.

If we fail to maintain an effective system of indrcontrols, we may not be able to accurately repar financial results or prevent fraud.
addition, potential changes in accounting standardght cause us to revise our financial results disglosure in the future.

Effective internal controls are necessary for ugrtavide timely and reliable financial reports aftectively prevent fraud. If we cannot prov
timely and reliable financial reports or preveraud, our reputation and operating results woultldrened. We continue to enhance our inte
controls and financial reporting capabilities. Thhemnhancements require a significant commitmentsdurces, personnel and the develop
and maintenance of formalized internal reportingcpdures to ensure the reliability of our finanaigporting. Our efforts to update ¢
maintain our internal controls may not be succdssind we may be unable to maintain adequate dsntneer our financial processes |
reporting in the future, including future compli@nwith the obligations under Section 404 of theb8aesOxley Act of 2002. Any failure 1
maintain effective controls or difficulties encoergd in the effective improvement of our internahtrols could prevent us from timely ¢
reliably reporting our financial results and mayrhaour operating results. Ineffective internal colg could also cause investors to
confidence in our reported financial information.dddition, the Financial Accounting Standards Baarthe SEC could enact new accour
standards that might impact how we or the Partiyeiste required to record revenues, expenses saasdtliabilities. Any significant change
accounting standards or disclosure requirementtddoave a material effect on our business, resaflteperations, financial condition a
ability to comply with our and the Partnership’stlebligations.

An increase in interest rates may cause the mame¢ of our common stock to declil

Like all equity investments, an investment in oamenon stock is subject to certain risks. In excleafoy accepting these risks, investors
expect to receive a higher rate of return than dadherwise be obtainable from loweésk investments. Accordingly, as interest rateg,rthi
ability of investors to obtain higher risk-adjustedes of return by purchasing governmbeatked debt securities may cause a correspa
decline in demand for riskier investments generatigluding yieldbased equity investments. Reduced demand for sumzm stock resultir
from investors seeking other more favorable investhopportunities may cause the trading price ofcommmon stock to decline.
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Future sales of our common stock in the public rdould lower our stock price, and any additionapital raised by us through the sal¢
equity or convertible securities may dilute youmanship in us.

We or our stockholders may sell shares of commocksn subsequent public offerings. We may alsadsadditional shares of common st
or convertible securities. As of December 31, 20d2, have 42,294,502 outstanding shares of commaeck.sCertain of our existir
stockholders, including our executive officers,taer of our directors and affiliates of Warburg &is LLC (“Warburg Pincus”are party to
registration rights agreement with us which recquivs to affect the registration of their sharegeéntain circumstances no earlier than
expiration of the lock-up period contained in thelerwriting agreement of our initial public offegin

We cannot predict the size of future issuancesuotcommon stock or the effect, if any, that futis®uances and sales of shares of our cor
stock will have on the market price of our commadock. Sales of substantial amounts of our commoxks{including shares issued
connection with an acquisition), or the perceptibat such sales could occur, may adversely affemtgiling market prices of our comm
stock.

Our amended and restated certificate of incorpamatand amended and restated bylaws, as well asw2eta law, contain provisions tt
could discourage acquisition bids or merger progesevhich may adversely affect the market priceusfcommon stock.

Our amended and restated certificate of incorpmmadiuthorizes our board of directors to issue prefiestock without stockholder approva
our board of directors elects to issue preferredkstit could be more difficult for a thirdarty to acquire us. In addition, some provisiohew
amended and restated certificate of incorporatiosh @mended and restated bylaws could make it miffieutt for a thirdparty to acquir
control of us, even if the change of control wobédbeneficial to our stockholders, including:

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

e limitations on the ability of our stockholders tallcspecial meetings and establish advance notieeigions for stockholder propos
and nominations for elections to the board of doecto be acted upon at meetings of stockholt

Delaware law prohibits us from engaging in any bhess combination with any “interested stockholderganing generally that a stockhol
who beneficially owns more than 15% of our stockreat acquire us for a period of three years froemmdhte this person became an intere
stockholder, unless various conditions are meth sascapproval of the transaction by our board mdatiors. Please readéscription of OL
Capital Stock—AntiTakeover Effects of Provisions of Our Amended arebtBted Certificate of Incorporation, Our Amended &estate
Bylaws and Delaware Law.”

We have a significant stockholder, which will lirather stockholdersability to influence corporate matters and may giige to conflicts ¢
interest.

As of December 31, 2012, affiliates of Warburg Rsdeneficially owned approximately 11.1% of outstanding common stock. £
“Security Ownership of Certain Beneficial Ownergslaianagement and Related Stockholder Mattekscordingly, Warburg Pincus can e
significant influence over us and any action reiqgithe approval of the holders of our stock, indahg the election of directors and approvz
significant corporate transactions. Warbgrgbncentrated ownership makes it less likely #mgt other holder or group of holders of comi
stock will be able to affect the way we are managethe direction of our business. These factose ahay delay or prevent a change in
management or voting control.

Furthermore, conflicts of interest could arisehe future between us, on the one hand, and WaRiagus and its affiliates, on the other hi
concerning, among other things, potential competitbusiness activities, business opportunities, is$gaance of additional securities,
payment of dividends by us and other matters. WgrBincus is a private equity firm that has invdstemong other things, in companies in
energy industry. As a result, Warburg Pincesisting and future portfolio companies which intols may compete with us for investmer
business opportunities. These conflicts of intenegy not be resolved in our favor.
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In our amended and restated certificate of incogimm, we have renounced business opportunitiesrttzey be pursued by the Partnershij
by affiliated stockholders that currently hold gmsificant amount of our common stock.

In our restated charter and in accordance with \Bala law, we have renounced any interest or expegtae may have in, or being offerec
opportunity to participate in, any business opputtes, including any opportunities within thosasdes of opportunity currently pursued by
Partnership, presented to Warburg Pincus or amaierifund that it manages or advises, their affiigother than us and our subsidiaries),
officers, directors, partners, employees or otlyemés who serve as one of our directors, Merrilhdly Ventures L.P. 2001, its affiliates (ot
than us and our subsidiaries) and any portfolio gamy in which such entities or persons has an edoitestment (other than us and
subsidiaries) participates or desires or seeksatticfpate in and that involves any aspect of thergy business or industry.

The duties of our officers and directors may confliith those owed to the Partnership and theseef and directors may face conflicts
interest in the allocation of administrative timmang our business and the Partnership’s business.

Substantially all of our officers and certain memsbef our board of directors are officers and/oediors of the general partner and, as a r
have separate duties that govern their manageméme @artnershig business. These officers and directors may enepaituations in whic
their obligations to us, on the one hand, and @mnership, on the other hand, are in conflict. Témolution of these conflicts may not alw
be in our best interest or that of our stockholders

In addition, our officers who also serve as officef the general partner may face conflicts incating their time spent on our behalf anc
behalf of the Partnership. These time allocatiomy mdversely affect our or the Partnershipgsults of operations, cash flows, and fina
condition. For a discussion of our officers andediors that will serve in the same capacity fordbaeral partner and the amount of time
expect them to devote to our business, please‘kadagement.”

Risks Inherent in the Partnershi's Business

Because we are directly dependent on the distabsitive receive from the Partnership, risks to thni@rships operations are also risks to
We have set forth below risks to the Partnershipisiness and operations, the occurrence of whialdategatively impact the Partnerstsp’
financial performance and decrease the amountstf itas able to distribute to us.

The Partnership has a substantial amount of indéiss which may adversely affect its financial tpwsi

The Partnership has a substantial amount of indebss. As of December 31, 2012, the Partnership®62@.0 million of borrowing
outstanding under the TRP Revolver, $45.3 millibfetters of credit outstanding and $534.7 millfradditional borrowing capacity under
TRP Revolver. In addition, the Partnership had .8 million outstanding under its senior unsecunetes, excluding $33.0 million
unamortized discounts. The $1.2 billion TRP Revol#ows it to request increases in commitmentsaupn additional $300 million. For t
years ended December 31, 2012, 2011 and 2010 attweePshi’s consolidated interest expense was $116.8 mil§@0y.7 million and $110
million.

This substantial level of indebtedness increaseptssibility that the Partnership may be unablgetoerate cash sufficient to pay, when
the principal of, interest on or other amounts dueespect of indebtedness. This substantial irethtess, combined with lease and ¢
financial obligations and contractual commitmentgjld have other important consequences to tha&attip, including the following:

e its ability to obtain additional financing, if nexsary, for working capital, capital expendituresguasitions or other purposes may
impaired or such financing may not be availabldaymorable terms

e satisfying its obligations with respect to indebtesls may be more difficult and any failure to complth the obligations of any de
instruments could result in an event of defaultarttie agreements governing such indebted
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e the Partnership will need a portion of cash flowntake interest payments on debt, reducing the ftimatswould otherwise be availa
for operations and future business opportuni

e the Partnershig’ debt level will make it more vulnerable to conipet pressures or a downturn in its business eretonomy generall
and

e the Partnersh’s debt level may limit flexibility in planning fogr responding to, changing business and econoonidittons.

The Partnershig ability to service its debt will depend upon, amg®ther things, its future financial and operat@gformance, which will
affected by prevailing economic conditions and ficial, business, regulatory and other factors, sofmghich are beyond its control. If 1
Partnerships operating results are not sufficient to servisecurrent or future indebtedness, it will be far¢e take actions such as reducin
delaying business activities, acquisitions, investta or capital expenditures, selling assets, uestring or refinancing debt, or seek
additional equity capital and may adversely affectbility to make cash distributions. The Parshg may not be able to affect any of tt
actions on satisfactory terms, or at all.

Increases in interest rates could adversely atfeetPartnershi’s business.

The Partnership has significant exposure to ine®as interest rates. As of December 31, 2012pttd indebtedness was $2,426.3 mill
excluding $33.0 million in unamortized discount$§,which $1,806.3 million was at fixed interest mtend $620.0 million was at varia
interest rates. A one percentage point increasiheninterest rate on the Partnershipariable interest rate debt would have increats
consolidated annual interest expense by approxiyn&&2 million. As a result of this significant aent of variable interest rate debt,
Partnership’s financial condition could be adversdfected by significant increases in interestsat

Despite current indebtedness levels, the Partnprefay still be able to incur substantially more déthis could increase the risks associ
with the Partnership’s substantial leverage.

The Partnership may be able to incur substantiditiadal indebtedness in the future. As of DecenbEr2012, the Partnership had $6.
million of borrowings outstanding under the TRP Blger, $45.3 million of letters of credit outstandiand $534.7 million of additior
borrowing capacity under the TRP Revolver. Therasghip may be able to incur an additional $300ianilof debt under the TRP Revolve
the Partnership requests and is able to obtain ¢oments for the additional $300 million availableder the TRP Revolver. Although the T
Revolver contains restrictions on the incurrencadifitional indebtedness, these restrictions asgestto a number of significant qualificatic
and exceptions, and any indebtedness incurred nmplance with these restrictions could be substhnti the Partnership incurs additio
debt, the risks associated with its substantiafage would increase.

The terms of the TRP Revolver and indentures matyiaeits current and future operations, particdhaits ability to respond to changes
business or to take certain actions.

The credit agreement governing the TRP Revolver,aitcounts receivable securitization facility (ti&ecuritization Facility”) and th
indentures governing its senior notes (other thea1%% Senior Notes due 2017 (the “11%% Notesijitain, and any future indebtednes:
Partnership incurs will likely contain, a numberrektrictive covenants that impose significant agigg and financial restrictions, includ
restrictions on its ability to engage in acts thety be in its best lontgrm interests. These agreements include covemaatsamong oth
things, restrict the Partnership’s ability to:

e incur or guarantee additional indebtedness or ipseferred stock

e pay distributions on its equity securities or radeeepurchase or retire its equity securities dosdinated indebtednes

e make investmentt

e create restrictions on the payment of distributit;mis equity holders

e sell assets, including equity securities of itsssdiaries;
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e engage in affiliate transactior

e consolidate or merg:

e incur liens;

e prepay, redeem and repurchase certain debt, dtheddans under the TRP Revolv

e make certain acquisition

e transfer asset:

e enter into sale and lease back transacti

e make capital expenditure

e amend debt and other material agreements

e change business activities conducted b
In addition, the TRP Revolver requires it to sgtiahd maintain specified financial ratios and otfiegincial condition tests. The Partnership’
ability to meet those financial ratios and tests ba affected by events beyond its control, anccareot assure you that the Partnership
meet those ratios and tests.
A breach of any of these covenants could resularinevent of default under the TRP Revolver and rindes, as applicable. Upon
occurrence of such an event of default, all amoontstanding under the applicable debt agreementisl be declared to be immediately
and payable and all applicable commitments to ekfarther credit could be terminated. If the Parsh@ is unable to repay the acceler
debt under the TRP Revolver, the lenders underTtRE Revolver could proceed against the collaterahtgd to them to secure t
indebtedness. The Partnership has pledged suladitaati of its assets as collateral under the TR olver. If the Partnership’indebtedne:
under the TRP Revolver or indentures is accelerated cannot assure you that the Partnership willehsufficient assets to repay
indebtedness. The operating and financial restristiand covenants in these debt agreements anduamg financing agreements n

adversely affect the Partnership’s ability to finariuture operations or capital needs or to engagther business activities.

The Partnershis cash flow is affected by supply and demand fourabhgas and NGL products and by natural gas, N@tude oil an
condensate prices, and decreases in these priadd adversely affect its results of operations éindncial condition.

The Partnershig’ operations can be affected by the level of nagaa and NGL prices and the relationship betweese prices. The prices
oil, natural gas and NGLs have been volatile andewgect this volatility to continue. The Partnepshifuture cash flow may be materit
adversely affected if it experiences significamblpnged pricing deterioration. The markets andgwifor natural gas and NGLs depend 1
factors beyond the Partnershiptontrol. These factors include demand for thesencodities, which fluctuate with changes in mar&at
economic conditions and other factors, including:

e the impact of seasonality and weatt

e general economic conditions and economic conditiope&cting the Partnerst's primary markets

e the economic conditions of the Partner’s customers

e the level of domestic crude oil and natural gasipotion and consumptiol

e the availability of imported natural gas, liquefiedtural gas, NGLs and crude ¢

e actions taken by foreign oil and gas producingamesj
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e the availability of local, intrastate and interst&iansportation systems and storage for residiugatgas and NGL:
e the availability and marketing of competitive fualsd/or feedstock:
e the impact of energy conservation efforts; .
e the extent of governmental regulation and taxa

The Partnership’s primary natural gas gathering@odessing arrangements that expose it to comgnpdite risk are its percent-gikoceed
arrangements. For the years ended December 31, a0di22011, the Partnership’s percenpofceeds arrangements accountec
approximately 43% and 40% of its gathered natuaal\wplume. Under these arrangements, the Partpegsherally processes natural gas 1
producers and remit to the producers an agreeépege of the proceeds from the sale of residuegdsNGL products at market prices
percentage of residue gas and NGL products atilyate of the Partnership’s processing facilitiessome percent-giroceeds arrangemet
the Partnership remits to the producer a percertg® indexbased price for residue gas and NGL products,dgssed adjustments, rat
than remitting a portion of the actual sales prdseé&nder these types of arrangements, the Pdntpergevenues and cash flows increas
decrease, whichever is applicable, as the priceatfral gas, NGLs and crude oil fluctuates. Plsage"Managemerg’Discussion and Analy:
of Financial Condition and Results of Operations—afftitative and Qualitative Disclosures about MafResk.”

Because of the natural decline in production in Bratnershif's operating regions and in other regions from whickources NGL supplies,
longterm success depends on its ability to obtain mawces of supplies of natural gas, NGLs and crutievbich depends on certain fact
beyond its control. Any decrease in supplies ofirsitgas, NGLs or crude oil could adversely affégat Partnerships business and operati
results.

The Partnershig gathering systems are connected to oil and dajasawells from which production will naturally dame over time, whic
means that the cash flows associated with theseemof natural gas and crude oil will likely atiecline over time. The Partnershipogistic:
assets are similarly impacted by declines in NGppses in the regions in which it operates as wasllother regions from which it sour
NGLs. To maintain or increase throughput levelston Partnersh’s gathering systems and the utilization rate gpritcessing plants and
treating and fractionation facilities, the Partigpsmust continually obtain new natural gas, NG anude oil supplies. A material decreas
natural gas production from producing areas on wttie Partnership relies, as a result of depressennodity prices or otherwise, could re
in a decline in the volume of natural gas or crodehat it processes, NGL products delivered sofiiaictionation facilities or crude oil that
Partnership gathers. The Partnershiability to obtain additional sources of naturasgNGLs and crude oil depends, in part, on thellef
successful drilling and production activity near dgiathering systems and, in part, on the leveloessful drilling and production in other a
from which it sources NGL and crude oil suppliesePartnership has no control over the level ofadtivity in the areas of its operations,
amount of reserves associated with the wells orateat which production from a well will declinie. addition, the Partnership has no cor
over producers or their drilling or production decns, which are affected by, among other thingsyailing and projected energy pric
demand for hydrocarbons, the level of reservesogeal considerations, governmental regulationgilability of drilling rigs, othe
production and development costs and the avaitalilid cost of capital.

Fluctuations in energy prices can greatly affecdpction rates and investments by third partiethéndevelopment of new oil and natural
reserves. Drilling and production activity geneyallecreases as oil and natural gas prices decredses of oil and natural gas have t
historically volatile, and we expect this volatilito continue. Consequently, even if new natural gacrude oil reserves are discovered in i
served by the Partnershipassets, producers may choose not to develop tlesseves. For example, current low prices for nahtga:
combined with relatively high levels of natural gasstorage could result in curtailment or shublf natural gas production. Reduction:
exploration and production activity, competitorians or shuins by producers in the areas in which the Parhigrsperates may preven
from obtaining supplies of natural gas or crudetmiteplace the natural decline in volumes fromsgxg wells, which could result in redur
volumes through its facilities, and reduced uttiiza of its gathering, treating, processing andtfomation assets.
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If the Partnership does not make acquisitions oreligp growth projects for expanding existing assetsonstructing new midstream asset:
economically acceptable terms or fail to efficigrahd effectively integrate acquired or developsedess with its asset base, its future gre
will be limited. In addition, any acquisitions tRartnership completes, including the Badlands asitjon, are subject to substantial risks t
could adversely affect its financial condition anedults of operations and reduce its ability to mdlkstributions to unitholders.

The Partnershig’ ability to grow depends, in part, on its abitilymake acquisitions or develop growth projects thault in an increase in c:
generated from operations per unit. The Partnershimable to acquire businesses from us in om@rew because our only assets are
interests in the Partnership that we own. As altethe Partnership will need to focus on thparty acquisitions and organic growth. If
Partnership is unable to make accretive acquisitmrdevelop accretive growth projects because(it) unable to identify attractive acquisil
candidates and negotiate acceptable acquisitiogeaggnts or develop growth projects economicallyu¢fable to obtain financing for the
acquisitions or projects on economically acceptabtens, or (3) unable to compete successfully tmugsitions or growth projects, then
Partnership’s future growth and ability to incredsstributions will be limited.

In addition, the Partnership may not achieve thpeeted results of the Badlands acquisition, and adwerse conditions or developme
related to the Badlands acquisition may have atheginpact on its operations and financial corufiti

Saddle Butte Pipeline LLC (“Saddle Buttethe entity whose crude oil pipeline and terminadteyn and natural gas gathering and proce
operations the Partnership acquired in the Badlaedsisition, operates its business in geograggons in which it did not operate priol
the acquisition, including in the Bakken Shale Play order to operate effectively in these newiarg, the Partnership will need to unders
the local market and regulatory environment andtifieand retain certain employees from Saddle &utho are familiar with these markets
the Partnership is not successful in retaining ehesployees or operating in these new geograpl@asait may not be able to comg
effectively in the new markets or fully realize thepected benefits of the Badlands acquisition.

Any acquisition, including the Badlands acquisition growth project involves potential risks, inting, among other things:

 operating a significantly larger combined organaatnd adding new or expanded operatis

« difficulties in the assimilation of the assets aerations of the acquired businesses or growtjeqsy especially if the assets acqu
are in a new business segment or geographic

« the risk that crude oil and natural gas reservegsebed to support the acquired assets may not thee @nticipated magnitude or may
be developed as anticipate

« the failure to realize expected volumes, revenpisitability or growth;

« the failure to realize any expected synergies astl €avings

+ coordinating geographically disparate organizatisgstems and facilitie:

* the assumption of unknown liabilitie

« limitations on rights to indemnity from the sellaran acquisition or contractors and suppliersrowgh projects
* inaccurate assumptions about the overall costgufyeor debt;

« the diversion of managems and employe’ attention from other business concerns;

» customer or key employee losses at the acquireddrses or to a competit
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If these risks materialize, the acquired assetgrowth project may inhibit the Partnerstipjrowth, fail to deliver expected benefits and
further unexpected costs. Challenges may arise ewtegrbusinesses with different operations or mamage are combined, and the Partner
may experience unanticipated delays in realizirgy libnefits of an acquisition or growth projectthé Partnership consummates any ft
acquisition or growth project, its capitalizationdaresults of operations may change significantlg gou may not have the opportunity
evaluate the economic, financial and other relewaiaormation that the Partnership will consideremaluating future acquisitions or gro\
projects.

The Partnershig’ acquisition and growth strategy is based, in, partits expectation of ongoing divestitures of rggeassets by indust
participants and new opportunities created by itrgusxpansion. A material decrease in such divastst or in opportunities for econor
commercial expansion would limit the Partnershippportunities for future acquisitions or growttojpcts and could adversely affect
operations and cash flows available for distributio its unit holders.

Acquisitions may significantly increase the Parshin’'s size and diversify the geographic areas in whidperates and growth projects r
increase its concentration in a line of businesgewgraphic region. The Partnership may not achibeedesired affect from any futi
acquisitions or growth project.

The Partnershig expansion or modification of existing assetshar ¢onstruction of new assets may not result iemae increases and
subject to regulatory, environmental, politicalgé# and economic risks, which could adversely éffiscresults of operations and financ
condition.

The construction of additions or modifications tw tPartnershig’ existing systems and the construction of new tm@dm assets invol
numerous regulatory, environmental, political aagal uncertainties beyond its control and may megihie expenditure of significant amot
of capital. If the Partnership undertakes thesgepts, they may not be completed on schedule theabudgeted cost or at all. Moreover,
Partnerships revenues may not increase immediately upon therahture of funds on a particular project. Fotanse, if the Partnership bui

a new fractionation facility or gas processing plahe construction may occur over an extendedogeoif time and it will not receive a
material increases in revenues until the projeatoimpleted. Moreover, the Partnership may constiamtities to capture anticipated futi
growth in production in a region in which such gtbvdoes not materialize. Since the Partnershipotsengaged in the exploration for :
development of natural gas and oil reserves, isdugt possess reserve expertise and it often dmesane access to thipghrty estimates
potential reserves in an area prior to construdiaeglities in such area. To the extent the Pastiigrrelies on estimates of future productio
its decision to construct additions to its systesugh estimates may prove to be inaccurate be¢heseare numerous uncertainties inhere
estimating quantities of future production. As aulg new facilities may not be able to attractugio throughput to achieve the Partnership
expected investment return, which could adverséfigctits results of operations and financial caeiodi. In addition, the construction
additions to the Partnership’s existing gatherind &ansportation assets may require it to obtain rights-ofway prior to constructing ne
pipelines. The Partnership may be unable to oltagh rights-ofway to connect new natural gas supplies to itstiegisgathering lines 1
capitalize on other attractive expansion opporiesitAdditionally, it may become more expensivetfoe Partnership to obtain new rights-of
way or to renew existing rights-of-way. If the ca$trenewing or obtaining new rights-of-way incregsthe Partnership’cash flows could |
adversely affected.

The Partnerships acquisition and growth strategy requires accesséw capital. Tightened capital markets or inceshsompetition fc
investment opportunities could impair the Partngu&hability to grow through acquisitions or growgrojects.

The Partnership continuously considers and entosdiscussions regarding potential acquisitions growth projects. Any limitations on t
Partnership’s access to capital will impair itslipto execute this strategy. If the cost of suelpital becomes too expensive, the Partnershij
ability to develop or acquire strategic and acueethssets will be limited. The Partnership may bmtable to raise the necessary fund
satisfactory terms, if at all. The primary factthat influence the Partnershépinitial cost of equity include market conditiorfiees it pays |
underwriters and other offering costs, which inelummounts it pays for legal and accounting serviteg primary factors influencing t
Partnership cost of borrowing include interestgsateedit spreads, covenants, underwriting or twégination fees and similar charges it pay
lenders. These factors may impair the Partnershiplity to execute its acquisition and growth stogy.

In addition, the Partnership is experiencing inseshcompetition for the types of assets it contatepl purchasing or developing. Cur

economic conditions and competition for asset pagek and development opportunities could limili#ity to fully execute its acquisition a
growth strategy.
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Demand for propane is seasonal and requires inereds inventory to meet seasonal dem:

Weather conditions have a significant impact ondémand for propane because end users depend manprprincipally for heating purpos
Warmer than normal temperatures in one or moreonsgin which the Partnership operates can sigmfigadecrease the total volume
propane it sells. Lack of consumer demand for pnepaay also adversely affect the retailers withclwlthe Partnership transacts its whole
propane marketing operations, exposing the Pattigets retailers’ inability to satisfy their conttaal obligations to the Partnership.

If the Partnership fails to balance its purchasésatural gas and its sales of residue gas and N@ksexposure to commodity price risk
increase.

The Partnership may not be successful in balantsngurchases of natural gas and its sales ofuesijis and NGLs. In addition, a prodi
could fail to deliver promised volumes to the Parship or deliver in excess of contracted volunoesa purchaser could purchase less

contracted volumes. Any of these actions could €amsimbalance between the Partnership’s purclaasbsales. If the Partnershsgurchase
and sales are not balanced, it will face incre@sgasure to commaodity price risks and could haeeciased volatility in its operating income.

The Partnership hedging activities may not be effective in redgcthe variability of its cash flows and may, imta& circumstances, increa
the variability of its cash flows. Moreover, therfership’s hedges may not fully protect it against volatilit basis differentials. Finally, tl
percentage of the Partnersl's expected equity commodity volumes that are ttedgereases substantially over time.

The Partnership has entered into derivative traisecrelated to only a portion of its equity volesn As a result, it will continue to have dil
commodity price risk to the unhedged portion. Tlagtierships actual future volumes may be significantly higbetower than it estimated

the time it entered into the derivative transadidor that period. If the actual amount is higheart the Partnership estimated, it will h
greater commodity price risk than it intendedhié actual amount is lower than the amount thatiigest to its derivative financial instrumel
the Partnership might be forced to satisfy all qrogtion of its derivative transactions without thenefit of the cash flow from its sale of

underlying physical commodity. The percentagediefRartnershig’ expected equity volumes that are covered byeitgds decrease over til
To the extent the Partnership hedges its commaudite risk, it may forego the benefits it would etvise experience if commaodity prices w
to change in its favor. The derivative instrumethits Partnership utilizes for these hedges are basgubsted market prices, which may
higher or lower than the actual natural gas, NGhg eondensate prices that it realizes in its op®rat These pricing differentials may
substantial and could materially impact the pritesPartnership ultimately realizes. In additiomrket and economic conditions may advel
affect the Partnership’s hedge counterpartaslity to meet their obligations. Given volatility the financial and commodity markets,

Partnership may experience defaults by its hedgateoparties in the future. As a result of these ather factors, the Partnerstggiedgin
activities may not be as effective as it intendedeiducing the variability of its cash flows, amdcertain circumstances may actually incr
the variability of its cash flows. Please see “Mggraent’s Discussion and Analysis of Financial Ctadiand Results of Operatiors
Quantitative and Qualitative Disclosures about MafRisk.”

If third-party pipelines and other facilities interconnett® the Partnershig natural gas and crude oil gathering systems, teata anc
processing facilities become partially or fully wadlable to transport natural gas and NGLs, itseaues could be adversely affeci

The Partnership depends upon thiatty pipelines, storage and other facilities thaivide delivery options to and from its gatherigigc
processing facilities. Since the Partnership da#sown or operate these pipelines or other fagsittheir continuing operation in their cur
manner is not within its control. If any of thesdrd-party facilities become partially or fully unavdila, or if the quality specifications for th
facilities change so as to restrict the Partnerslapility to utilize them, its revenues could lvarsely affected.

The Partnership’s industry is highly competitivadancreased competitive pressure could adversiédgtits business and operating results.
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The Partnership competes with similar enterpriegtsirespective areas of operation. Some of the&aships competitors are large oil, natt
gas and NGL companies that have greater finanesdurces and access to supplies of natural gadN&hid than it does. Some of th
competitors may expand or construct gathering, gssing, storage, terminaling and transportatioriesys that would create additio
competition for the services the Partnership presitb its customers. In addition, customers whaosayeificant producers of natural gas r
develop their own gathering, processing, storagreinaling and transportation systems in lieu ohgishose operated by the Partnership.
Partnerships ability to renew or replace existing contractshwis customers at rates sufficient to maintairrent revenues and cash flc
could be adversely affected by the activities ef dompetitors and its customers. All of these cditipe pressures could have a mate
adverse effect on the Partnership’s business,tsesibperations, and financial condition.

The Partnership typically does not obtain indeperidevaluations of natural gas and crude oil reserdedicated to its gathering pipel
systems; therefore, supply volumes on its systemhe ifuture could be less than it anticipates.

The Partnership typically does not obtain indepehégaluations of natural gas or crude oil resenm®ected to its gathering systems dt
the unwillingness of producers to provide resenferimation as well as the cost of such evaluatidwsordingly, the Partnership does not t
independent estimates of total reserves dedicatid gathering systems or the anticipated lifswith reserves. If the total reserves or estin
life of the reserves connected to the Partnerstg@athering systems is less than it anticipatesitaisdunable to secure additional source
supply, then the volumes of natural gas transpootedts gathering systems in the future could s ldhan it anticipates. A decline in
volumes on the Partnership’s systems could havaterial adverse effect on its business, resultgefations, and financial condition.

A reduction in demand for NGL products by the p&tmmical, refining or other industries or by thelfunarkets, or a significant increase
NGL product supply relative to this demand, coulaterially adversely affect the Partners’s business, results of operations and finai
condition.

The NGL products the Partnership produces haveriatyaof applications, including as heating fugietrochemical feedstocks and refir
blend stocks. A reduction in demand for NGL produethether because of general or industry speedamomic conditions, new governm
regulations, global competition, reduced demancdcdaysumers for products made with NGL products éeample, reduced petrochem
demand observed due to lower activity in the autnfecand construction industries), increased coitipetfrom petroleumbased feedstoc
due to pricing differences, mild winter weather sfmme NGL applications or other reasons, couldltréswa decline in the volume of NC
products the Partnership handles or reduce thetfebarges for its services. Also, increased suppINGL products could reduce the valu
NGLs handled by the Partnership and reduce theinsargalized. The Partners’s NGL products and their demand are affected bovis:

Ethane Ethane is typically supplied as purity ethane ang@art of ethangropane mix. Ethane is primarily used in the pdtemgical industry ¢
feedstock for ethylene, one of the basic buildifecks for a wide range of plastics and other chaimicoducts. Although ethane is typic:
extracted as part of the mixed NGL stream at gasqssing plants, if natural gas prices increasgfaigntly in relation to NGL product pric
or if the demand for ethylene falls, it may be mprefitable for natural gas processors to leaveetane in the natural gas stream the
reducing the volume of NGLs delivered for fractiboa and marketing.

Propane.Propane is used as a petrochemical feedstock iprduriction of ethylene and propylene, as a heaéingine and industrial fuel, a

in agricultural applications such as crop dryinga@ges in demand for ethylene and propylene caiudraely affect demand for propane.
demand for propane as a heating fuel is signiflgaaftected by weather conditions. The volume afgame sold is at its highest during the si»
month peak heating season of October through Md@eimand for the Partnership’s propane may be retidoeing periods of warmer-than-
normal weather.

Normal ButaneNormal butane is used in the production of isobetas a refined petroleum product blending compraena fuel gas eitr
alone or in a mixture with propane, and in the piadtbn of ethylene and propylene. Changes in tmepsition of refined petroleum produ
resulting from governmental regulation, changefe@dstocks, products and economics, demand foinigefaiel and for ethylene and propyl
could adversely affect demand for normal butane.

Isobutane.sobutane is predominantly used in refineries todpce alkylates to enhance octane levels. Accoldiragny action that reduc
demand for motor gasoline or demand for isobutan@dduce alkylates for octane enhancement mightoe demand for isobutane.
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Natural Gasoline.Natural gasoline is used as a blending componantédaain refined petroleum products and as a feeksused in th
production of ethylene and propylene. Changes énntiandated composition of motor gasoline resultiagh governmental regulation, anc
demand for ethylene and propylene, could adversfédet demand for natural gasoline.

NGLs and products produced from NGLs also compétie pvoducts from global markets. Any reduced dethanincreased supply for etha
propane, normal butane, isobutane or natural gesaolithe markets the Partnership accesses foofahg reasons stated above could adve
affect demand for the services it provides as a®INGL prices, which would negatively impact itsuks of operations and financial conditi

The Partnership has significant relationships W@RC as a customer for its marketing and refinemyises. In some cases, these agreen
are subject to renegotiation and termination rights

For the years ended December 31, 2012, and 20pigxamately 10% and 12% of the Partnershipbonsolidated revenues were derived -
transactions with CPC. Under many of the Partnpisi@PC contracts where it purchases or markets N&LCPCS behalf, CPC may elect
terminate the contracts or renegotiate the pricageTo the extent CPC reduces the volumes of NB&ssit purchases from the Partnershi
reduces the volumes of NGLs that the Partnershigketson its behalf or to the extent the economims of such contracts are changed
Partnership’s revenues and cash available forgkabice could decline.

The tax treatment of the Partnership depends ostéis as a partnership for federal income taxpoges as well as its not being subject
material amount of entity-level taxation by individ states. If the Internal Revenue Service (“IR8/@re to treat the Partnership as
corporation for federal income tax purposes or artnership becomes subject to a material amoungrtitylevel taxation for state t:
purposes, then its cash available for distributtorits unitholders, including us, would be subsi@ht reduced.

We currently own an approximate 14.7% limited partimterest, a 2% general partner interest andDRes in the Partnership. The anticipe
aftertax economic benefit of our investment in the Renghip depends largely on its being treated asrtgqyahip for federal income t
purposes. A publicly traded partnership such as*drénership may be treated as a corporation &@ré income tax purposes unless it sati
a “qualifying income” requirement. Based on thet®enrships current operations we believe that the Partnersisfies the qualifying incor
requirement and will be treated as a partnershaging to meet the qualifying income requirementaochange in current law could cause
Partnership to be treated as a corporation forrfédecome tax purposes or otherwise subject thénBreship to taxation as an entity. -
Partnership has not requested and does not plagtest a ruling from the IRS with respect toligatment as a partnership for federal inc
tax purposes.

If the Partnership were treated as a corporatiorfefderal income tax purposes, it would pay fed@rabme tax on its taxable income at
corporate tax rate, which is currently a maximum38P6, and would likely pay state income tax at iregyrates. Distributions to t
Partnershi unitholders, including us, would generally beetdagain as corporate distributions and no incaya@s, losses or deductic
would flow through to the Partnershipunitholders, including us. If such tax was imgbsgon the Partnership as a corporation, its
available for distribution would be substantialduced. Therefore, treatment of the Partnership egrporation would result in a mate
reduction in the anticipated cash flow and after+ieturn to the Partnershig'unitholders, including us, and would likely caassubstantii
reduction in the value of our investment in thetiReanship.

In addition, current law may change so as to célusdPartnership to be treated as a corporatiofiefteral income tax purposes or othen
subject the Partnership to entlgrel taxation for state or local income tax pugmsThe present U.S. federal income tax treatmfeptlolicly
traded partnerships, including the Partnershipamwrinvestment in the Partnersliptommon units may be modified by administra
legislative or judicial changes or differing integpations at any time. For example, from time toeti members of Congress propose
consider substantive changes to the existing fédaame tax laws that affect publicly traded parships. One such legislative proposal w
eliminate the qualifying income exception to theatment of all publicly traded partnerships as ocmtions upon which the Partnership re
for its treatment as a partnership for U.S. federadme tax purposes. We are unable to predictiveetny of these changes or other prop
will be reintroduced or will ultimately be enactehy such changes could negatively impact the valueur investment in the Partnerstsip’
common units. In addition, because of widespreate sbudget deficits and other reasons, severatssiate evaluating ways to sub
partnerships to entitlevel taxation through the imposition of state ime franchise and other forms of taxation. For gXemnthe Partnersh
is required to pay Texas franchise tax at a maxiratfactive rate of 0.7% of its gross income apportd to Texas in the prior year. Imposi
of any similar tax on the Partnership by additiostates would reduce the cash available for digiob to Partnership unitholders, including
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The Partnershig’ partnership agreement provides that if a lawmécted or existing law is modified or interpretadaimanner that subjects i
taxation as a corporation or otherwise subjects @ntitylevel taxation for federal, state or local incorag purposes, the minimum quart:
distribution amount and the target distribution amts may be adjusted to reflect the impact of kdaaton the Partnership.

The Partnership does not own most of the land aotwits pipelines and compression facilities aredted, which could disrupt its operations.

The Partnership does not own most of the land oictwits pipelines, terminals and compression faediare located, and the Partnersh
therefore subject to the possibility of more onsréerms and/or increased costs to retain neceksayuse if it does not have valid rights-of
way or leases or if such rights-afay or leases lapse or terminate. The Partnerghmpetmes obtains the rights to land owned by tphadie:
and governmental agencies for a specific periodinoé. The Partnership’s loss of these rights, thhoits inability to renew right-ofvay
contracts, leases or otherwise, could cause ie&se operations on the affected land, increass pelsted to continuing operations elsew
and reduce its revenue.

The Partnership may be unable to cause its majaityed joint ventures to take or not to take certaitions unless some or all of its jc
venture participants agree.

The Partnership participates in several majasityaed joint ventures whose corporate governanaetsires require at least a majority
interest vote to authorize many basic activitied amquire a greater voting interest (sometimesaidd0%) to authorize more signific.
activities. Examples of these more significant\atitis are large expenditures or contractual commmitts, the construction or acquisitior
assets, borrowing money or otherwise raising chpitaking distributions, transactions with affikat of a joint venture participant, litigat
and transactions not in the ordinary course ofrmss, among others. Without the concurrence of j@nture participants with enough vot
interests, the Partnership may be unable to cauws@faits joint ventures to take or not take certactions, even though taking or preven
those actions may be in the best interest of th&ahip or the particular joint venture.

In addition, subject to certain conditions, anyjorenture owner may sell, transfer or otherwisalifydts ownership interest in a joint ventt
whether in a transaction involving third partiestioe other joint owners. Any such transaction caelsult in the Partnership partnering v
different or additional parties.

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

The weather in the areas in which the Partnerspgrates can cause disruptions and in some casgsnsimn of its operations. For exam
unseasonably wet weather, extended periods of bieémring weather or hurricanes may cause dismptay suspensions of the Partnership
operations, which could adversely affect its opegatesults. Potential climate changes may hayeifgtant physical effects, such as incre:
frequency and severity of storms, floods and otfieratic events could have an adverse effect orPdmenership’s operations.

The Partnership business involves many hazards and operatiosks risome of which may not be insured or fully ma/éy insurance. If
significant accident or event occurs that is ndlyfinsured, if the Partnership fails to recovet ahticipated insurance proceeds for signific
accidents or events for which it is insured, ahié Partnership fails to rebuild facilities damageyl such accidents or events, its operations
financial results could be adversely affect

The Partnershig' operations are subject to many hazards inharagdathering, compressing, treating, processingsafiohg natural gas; storir

fractionating, treating, transporting and sellingNGLs and NGL products; gathering, storing andmiealing crude oil; and storing a
terminaling refined petroleum products and crudénaiuding:
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» damage to pipelines and plants, related equipmmuhtsarrounding properties caused by hurricanesatiwes, floods, fires and ot
natural disasters, explosions and acts of terrgi

« inadvertent damage from third parties, includirapfrmotor vehicles or construction, farm and utiéyuipment
» damage that is the result of the Partner s negligence or any of its employ’ negligence

« leaks of natural gas, NGLs, crude oil and otherbgdrbons or losses of natural gas or NGLs asudt refsthe malfunction of equipme
or facilities;

« spills or other unauthorized releases of natura, gdGLs, crude oil, other hydrocarbons or wasteents that contaminate t
environment, including soils, surface water andugawater, and otherwise adversely impact natusaunees; an

« other hazards that could also result in persorjatyirand loss of life, pollution and suspensioropérations

These risks could result in substantial lossestdyrsonal injury, loss of life, severe damagartd destruction of property and equipment
pollution or other environmental damage and mawltés curtailment or suspension of the Partnershiplated operations. A natural disastt
other hazard affecting the areas in which the Restrip operates could have a material adverseteifeits operations. For example, in 2
Hurricanes Katrina and Rita damaged gathering systerocessing facilities, NGL fractionators anpgtines along the Gulf Coast, includ
certain of the Partnership’facilities, and curtailed or suspended the omeratof various energy companies with assets inré¢iggon. Th
Louisiana and Texas Gulf Coast was similarly impddh September 2008 as a result of Hurricanesa@wstd Ike. The Partnership is not fi
insured against all risks inherent to its busingsdditionally, while the Partnership is insured fpollution resulting from environmen
accidents that occur on a sudden and accidents, fitasiay not be insured against all environmeatalidents that might occur, some of wl
may result in toxic tort claims. If a significant@dent or event occurs that is not fully insurédhe Partnership fails to recover all anticipe
insurance proceeds for significant accidents ontsvéor which it is insured, or if the Partnersifigils to rebuild facilities damaged by si
accidents or events, its operations and financiatlition could be adversely affected. In additite Partnership may not be able to mainta
obtain insurance of the type and amount it desitesasonable rates. As a result of market comditipremiums and deductibles for certai
the Partnershig’ insurance policies have increased substantadig,could escalate further. For example, followihgricanes Katrina and Ri
insurance premiums, deductibles andrrance requirements increased substantially tennags were generally less favorable than termt
could be obtained prior to such hurricanes. Instganarket conditions worsened as a result of thgel sustained from Hurricanes Gustay
Ike in September 2008. As a result, the Partnersijgerienced further increases in deductibles aethipms, and further reductions
coverage and limits, with some coverage unavailabdny cost.

The Partnership may incur significant costs andbiliies resulting from performance of pipelineegtity programs and related repairs.
Pursuant to the Pipeline Safety Improvement AQQ@#2, as reauthorized and amended by the Pipelspettion, Protection, Enforcement
Safety Act of 2006, the DOT, through the PHMSA, laalopted regulations requiring pipeline operatorsiévelop integrity managem
programs for transmission pipelines located wheteak or rupture could do the most harm in “higmsmguence areasificluding higt
population areas, areas that are sources of dgnkater, ecological resource areas that are urlyseaisitive to environmental damage fro
pipeline release and commercially navigable watgswanless the operator effectively demonstratesdhkyassessment that the pipeline ¢
not affect the area. The regulations require opesaif covered pipelines to:

 perform ongoing assessments of pipeline integ

« identify and characterize applicable threats t@lr@ segments that could impact a high consequameee

» improve data collection, integration and analy
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* repair and remediate the pipeline as necessary
 implement preventive and mitigating actio

In addition, states have adopted regulations sinhdlaxisting DOT regulations for intrastate gathgrand transmission lines. The Partner
currently estimates an annual average cost of Bilibn between 2013 and 2015 to implement pipelimtegrity management program tes
along certain segments of its natural gas and Népklipes. This estimate does not include the cdbtany, of any repair, remediatic
preventative or mitigating actions that may be deieed to be necessary as a result of the testingrgm, which costs could be substantia
this time, we cannot predict the Partnershipltimate cost of compliance with applicable pipelintegrity management regulations, as the
will vary significantly depending on the number amdent of any repairs found to be necessary aswtrof the pipeline integrity testing. 1
Partnership will continue its pipeline integritysting programs to assess and maintain the integfitts pipelines. The results of these t
could cause the Partnership to incur significait @amanticipated capital and operating expendittoesepairs or upgrades deemed necess:
ensure the continued safe and reliable operatidts pfpelines.

Moreover, changes to pipeline safety laws and edpnis that result in more stringent or costly sagtandards could have a significant adv
effect on the Partnership and similarly situatedstream operators. The 2011 Pipeline Safety Acgrapother things, directs the Secretar
Transportation to promulgate rules or standardstirg to expanded integrity management requirement®matic or remoteentrolled valv
use, excess flow valve use, leak detection systestallation and testing to confirm the materiaesgth of pipe operating above 30%
specified minimum yield strength in high consequenceas. These safety enhancement requirementstia@dprovisions of this act col
require the Partnership to install new or modifgedety controls, pursue additional capital projemtsonduct maintenance programs ol
accelerated basis, any or all of which tasks coesdlt in the Partnership incurring increased djregacosts that could be significant and ha
material adverse effect on its financial positiomesults of operations.

Unexpected volume changes due to production vditiabir to gathering, plant or pipeline system diptions may increase the Partnersisip’
exposure to commodity price movements.

The Partnership sells processed natural gas tb phirties at plant tailgates or at pipeline poofints. Sales made to natural gas marketer
endusers may be interrupted by disruptions to voluam®pvhere along the system. The Partnership attetoptslance sales with volun
supplied from processing operations, but unexpeetddame variations due to production variability torgathering, plant or pipeline syst
disruptions may expose it to volume imbalances tyhit conjunction with movements in commodity psceould materially impact its incol
from operations and cash flow.

The Partnership requires a significant amount offt#o service its indebtedness. The Partnershaility to generate cash depends on n
factors beyond its contrc

The Partnershig’ ability to make payments on and to refinancéniigbtedness and to fund planned capital experditdepends on its abil
to generate cash in the future. This, to a cesatent, is subject to general economic, finan@ampetitive, legislative, regulatory and of
factors that are beyond the Partnershigontrol. We cannot assure you that the Partressii generate sufficient cash flow from operasi
that future borrowings will be available to it umdes credit agreement, that it will be able tol sisl accounts receivables and make borrow
under its Securitization Facility, or otherwiseain amount sufficient to enable it to pay its in@eloiess or to fund its other liquidity needs.
Partnership may need to refinance all or a pontibits indebtedness at or before maturity. We camssure you that the Partnership wil
able to refinance any of its indebtedness on comialr reasonable terms or at all.

Failure to comply with existing or new environméngavs or regulations or an accidental release azhrdous substances, hydrocarbon
wastes into the environment may cause the Partipetshincur significant costs and liabilities.
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The Partnershig’ operations are subject to stringent federale staat local environmental laws and regulations guwag the discharge
pollutants into the environment or otherwise relgtio environmental protection. These laws andlegiguns may impose numerous obligati
that are applicable to the Partnershipperations including acquisition of a permit befoonducting regulated activities, restrictiontydes
guantities and concentration of materials that lbarreleased into the environment; limitation orhglo@ion of construction and operati
activities in environmentally sensitive areas sashwetlands, urban areas, wilderness regions dmat protected areas; requiring caj
expenditures to comply with pollution control reeuments and imposition of substantial liabilities pollution resulting from its operatiol
Numerous governmental authorities, such as the &RRAanalogous state agencies, have the power aocendompliance with these laws .
regulations and the permits issued under themnaéquiring difficult and costly actions. Failure ¢comply with these laws and regulation
any newly adopted laws or regulations may triggevaaiety of administrative, civil and criminal eméement measures, including
assessment of monetary penalties or other sancttbesimposition of remedial obligations and theusnce of orders enjoining futi
operations or imposing additional compliance regmients on such operations. Certain environmenta lanpose strict, joint and seve
liability for costs required to clean up and restsites where hazardous substances, hydrocarbonasbe products have been dispose
otherwise released, even under circumstances whersubstances, hydrocarbons or waste have beemseel by a predecessor oper
Moreover, it is not uncommon for neighboring lanad@ns and other third parties to file claims for qmeral injury and property dame
allegedly caused by noise, odor or the releasardiftious substances, hydrocarbons or waste prddtecthe environment.

There is inherent risk of incurring environmentakts and liabilities in connection with the Parsigp’s operations due to its handling
natural gas, NGLs, crude oil and other petroleuotpcts, because of air emissions and prodeleted discharges arising out of its operat
and as a result of historical industry operationgd waste disposal practices. For example, an at@ibieelease from one of the Partnership’
facilities could subject it to substantial liak#i$ arising from environmental cleanup and resimmatosts, claims made by neighbo
landowners and other third parties for personalrinjnatural resource and property damages and fingoenalties for related violations
environmental laws or regulations. Moreover, séridaws, regulations or enforcement policies caitphificantly increase the Partnersisip’
operational or compliance costs and the cost oframediation that may become necessary. Additipnaiivironmental groups have, from ti
to time, advocated increased regulation on theaisse of drilling permits for new wells in areas whéhe Partnership operates, including
Barnett Shale area. The adoption of any laws, etiguis or other legally enforceable mandates thatilt in more stringent air emiss
limitations or that restrict or prohibit the dmilj of new natural gas wells for any extended peoitiime could increase the Partnershipature
gas customersdperating and compliance costs as well as redueeate of production of natural gas or crude okrapors with whom tt
Partnership has a business relationship, whichddoave a material adverse effect on its resultspefations and cash flows.

Increased regulation of hydraulic fracturing coulesult in reductions or delays in drilling and colsfing new oil and natural gas wells, wh
could adversely impact the Partnership’s revenueddxreasing the volumes of natural gas that ihgeg, processes and fractionates.

Hydraulic fracturing is a process used by oil and gxploration and production operators in the detigm of certain oil and gas wells whert
water, sand and chemicals are injected under peessto subsurface formations to stimulate gas émd lesser extent, oil production. -
process is typically regulated by state oil and gammissions but the EPA has asserted federalatgylauthority over hydraulic fracturi
involving diesel fuel under the SDWA Undergroungetiion Control Program and has issued draft guidatocuments related to this asse
regulatory authority. In November 2011, the EPA @mrcted its intent to develop and issue regulatiomder the federal Toxic Substan
Control Act to require companies to disclose infation regarding the chemicals used in hydraulictérang. In addition, from time to tin
legislation has been introduced before Congrespréwide for federal regulation of hydraulic fradhg and to require disclosure of

chemicals used in the hydraulic fracturing procé4sreover, some states have adopted, and othesssia¢ considering adopting, regulat
that could impose more stringent permitting, disale or well construction requirements on hydrafrficturing activities. For example, Te:
adopted a law in June 2011 requiring disclosuréheo Railroad Commission of Texas and the publicertain information regarding t
constituents used in the hydrauliecturing process. Adoption of legislation or afiyaimplementing regulations placing restrictions
hydraulic fracturing activities could impose op@aal delays, increased operating costs and additicegulatory burdens on exploration

production operators, which could reduce their pobidn of natural gas and, in turn, adversely dffee Partnershig’' revenues and results
operations by decreasing the volumes of naturathgst gathers, processes and fractionates.
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In addition, several governmental reviews are eitirelerway or being proposed that focus on enviemtal aspects of hydraulic fractur
practices. The White House Council on Environme@adlity is coordinating an administrativgele review of hydraulic fracturing practic
The EPA has commenced a study of the potentiakr@mwiental effects of hydraulic fracturing on dringgiwater and groundwater, with a f
progress report outlining work currently underwaytbe agency released on December 21, 2012 anwhlaréiport drawing conclusions ab
hydraulic fracturing on drinking water resourcep&oted to be available for public comment and peeiew by 2014. Moreover, the EPA
developing effluent standards for the treatment disgosal of wastewater resulting from hydrauliacfuring activities and plans to prop
those standards by 2014. Other governmental ageriniduding the U.S. Department of Energy andWh®. Department of the Interior he
evaluated various other aspects of hydraulic framgu These studies, depending on their degreeusuit and any meaningful results obtail
could spur initiatives to further regulate hydraufiacturing under the SDWA or other regulatory hetsms, which events could delay
curtail production of natural gas by exploratiordgsroduction operators, some of which are the Reships customers, and thus red
demand for its midstream services.

A change in the jurisdictional characterizationsafme of the Partnerst’'s assets by federal, state or local regulatory ajgsmor a change
policy by those agencies may result in increaseailegion of the Partnersh’s assets, which may cause its revenues to dedlid@peratin
expenses to increase.

VGS is engaged in the business of transportingrabgas in interstate commerce, under authorizajranted by and subject to the jurisdic
of the FERC under the NGA. VGS owns and operateataral gas gathering system extending from Soirtbalier Block 135 to an onshc
interconnection to a natural gas processing plamtea by VESCO. With the exception of the Partngrshinterest in VGS, its operations
generally exempt from FERC regulation under the N®At FERC regulation still affects its n&iE=RC jurisdictional businesses and
markets for products derived from these busineS3es NGA exempts natural gas gathering facilitiesrf regulation by FERC as a natural
company under the NGA. We believe that the natyaalpipelines in its gathering systems meet tlthtimaal tests FERC has used to estal
a pipelines status as a gatherer not subject to regulatioa asatural gas company. However, the distinctiotween FERC regulat
transmission services and federally unregulatetiegity services is the subject of substantialgoimg litigation, so the classification &
regulation of the Partnershigpgathering facilities are subject to change baseduture determinations by FERC, the courts ordfess. i
addition, the courts have determined that certgielimes that would otherwise be subject to the 1&A& exempt from regulation by FE
under the ICA as proprietary lines. The classifaratof a line as a proprietary line is a féetsed determination subject to FERC and «
review. Accordingly, the classification and regidat of some of the Partnershépgathering facilities and transportation pipelimsay bt
subject to change based on future determinatiosBRC, the courts or Congress.

While the Partnership’ natural gas gathering operations are genera®mek from FERC regulation under the NGA, its gasheanc
operations may be subject to certain FERC repowimg) posting requirements in a given year. FERCidssged a final rule (as amendec
orders on rehearing and clarification), Order N04,7requiring certain participants in the naturak gnarket, including intrastate pipelir
natural gas gatherers, natural gas marketers atdahgas processors, that engage in a minimunl l&veatural gas sales or purchase
submit annual reports regarding those transactionBERC. It is the responsibility of the reportiegtity to determine which individt
transactions should be reported based on the guedafOrder No. 704. Order No. 704 also requiregkatagarticipants to indicate whether t
report prices to any index publishers and, if shethier their reporting complies with FERC's polgtgatement on price reporting.

In addition, FERC has issued a final rule (as aradray orders on rehearing and clarification), Omder 720, requiring major noimerstat
pipelines, defined as certain norterstate pipelines delivering, on an annual hasizre than an average of 50 million MMBtu of ga®rothe
previous three calendar years, to post daily aertafiormation regarding the pipelire'’capacity and scheduled flows for each receip
delivery point that has design capacity equal tgreater than 15,000 MMBtu/d and requiring intdesigipelines to post information regard
the provision of no-notice servicl October 2011, Order No. 720, as clarified, wasated by the Court of Appeals for the Fifth Citeuith
respect to its application to namerstate pipelines. In December 2011, the Fifttti@t confirmed that Order No. 720, as clarifiedmaine:
applicable to interstate pipelines with respeqidsting information regarding the provision of matice service. We take the position that at
time the Partnership and its subsidiaries are exéwom this rule.

In addition, FERC recently issued an order extempdiertain of the opeaecess requirements including the prohibition oyydrll arrangemen
and shipper-must-hauéle provisions to include Hinshaw pipelines tee textent such pipelines provide interstate servitmwvever, FER!
issued a Notice of Inquiry on October 21, 2010edtff/ely suspending the recent ruling and requgstomments on whether and how holi
of firm capacity on Section 311 and Hinshaw pipedirshould be permitted to allow others to make afstheir firm interstate capaci
including to what extent buy/sell transactions dticae permittedWe have no way to predict with certainty whethed &m what extent tt
Notice of Inquiry will result in a modification tine FERCs previous ruling.
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The crude oil pipeline system that is part of thedBBnds assets has qualified for a temporary wabfeapplicable FERC regulatc
requirements under the ICA based on current cirtamegs. Such waivers are subject to revocation,efiery should the pipeling’
circumstances change, FERC could, either at theestpf other entities or on its own initiativeseit that some or all of the transportatiol
this pipeline system is within it jurisdiction. the event FERC were to determine that this pipediystem no longer qualified for waiver,
Partnership would likely be required to file a flawith FERC, provide a cost justification for thensportation charge and provide service 1
potential shippers without undue discriminationcls@a change in the jurisdictional status of tramgimn on this pipeline could advers
affect the Partnership’s results of operations.

Other FERC regulations may indirectly impact thetfaship’s businesses and the markets for prodierigsed from these businesses. FERC
policies and practices across the range of then®attips natural gas regulatory activities, including, éxample, its policies on open acc
transportation, gas quality, ratemaking, capaa@tgase and market center promotion, may indirefigct the intrastate natural gas marke
recent years, FERC has pursued poaipetitive policies in its regulation of intergtatatural gas pipelines. However, we cannot asgueha
FERC will continue this approach as it considerstena such as pipeline rates and rules and politias may affect rights of access
transportation capacity. For more information reigay the regulation of the Partnership’s operatigese “Item 1. BusinessRegulation c
Operations.”

Should the Partnership fail to comply with all ajgpble FERC administered statutes, rules, regulai@nd orders, it could be subjec
substantial penalties and fines.

Under the EP Act of 2005, which is applicable to ¥/G-ERC has civil penalty authority under the N@Aimpose penalties for curr
violations of up to $1 million per day for each kation and disgorgement of profits associated witly violation. While the Partnership’
systems other than VGS have not been regulatecdElRCFas a natural gas company under the NGA, FERGiHapted regulations that n
subject certain of the Partnership’s otherwise RERC jurisdictional facilities to FERC annual refieg and daily scheduled flow and capa
posting requirements. Additional rules and legistapertaining to those and other matters may Isidered or adopted by FERC from tim
time. Failure to comply with those regulations Ire tfuture could subject the Partnership to civihadey liability. For more informatic
regarding regulation of the Partnership’s operai@ee “Item 1. Business—Regulation of Operations.”

The adoption of climate change legislation or regigns restricting emissions of GHGs could resnultricreased operating costs and redt
demand for the products and services the Partnprghavides.

In December 2009, the EPA published its findingg #missions of carbon dioxide, methane and oth#E&present an endangerment to pt
health and the environment because emissions of gages are, according to the EPA, contributinggdoming of the eartls’ atmosphere a
other climatic changes. Based on these findings BRA has adopted rules under the Clean Air Adt ribguires a reduction in emission:
GHGs from motor vehicles and that requires certaimstruction and operating permit reviews for GH@issions from certain large station
sources. The stationary source final rule addretbsepermitting of GHG emissions from stationaryrees under the Clean Air Act Preven
of Significant Deterioration (“PSD"¢onstruction and Title V operating permit programstsuant to which these permit programs have
“tailored” to apply to certain stationary sourcédsGHG emissions in a multep process, with the largest sources first stlbgepermitting
Moreover, because the EPA assumed responsibilityiskuing Clean Air Act PSD construction and Titleoperating permits for GH
emissions in Texas in December 2010, those two ig@rgiprograms are now subject to dual sets ofraygds at the state and federal lev
Operators in Texas with stationary sources emit@htGs in excess of applicable regulatory threshaildst now obtain separate PSD an
Title V permits from each of the EPA, with resp&ziGHG emissions, and the TCEQ with respect tothiér regulated noGHG emission:
Facilities required to obtain PSD permits for tHelHG emissions will be required to reduce thosessions according taest available contr
technology”standards for GHGs. In addition, the EPA adoptddsruequiring the monitoring and reporting of GH@issions from certa
sources, including, among others, onshore and arfésbil and natural gas production facilities antlwre oil and natural gas process
transmission, storage and distribution facilitiesam annual basis, which includes certain of thénReship’s operations.
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In addition, the United States Congress has frome tio time considered adopting legislation to redemissions of GHGs and almost hal
the states have already taken legal measures taeemissions of GHGs primarily through the plandegelopment of GHG emissi
inventories and/or regional GHG cap and trade anogr The adoption of legislation or regulatory pamgs to reduce emissions of GHGs ci
require the Partnership to incur increased opeagatibsts or comply with new regulatory or reportirggiuirements. The division of P:
construction and Title V operating permit authoriilyTexas between the EPA and TCEQ may cause thadPships Texas operations
experience added delays in obtaining permit covesaghich delays may be significant. Any such legjisn or regulatory programs could &
increase the cost of consuming, and thereby redeisgand for, the natural gas and NGLs the Partremsioicesses or fractionates, which ci
have an adverse effect on its business, finanoiadition and results of operations.

Pipeline safety legislation and regulations expagdintegrity management programs or requiring tlse of certain safety technologies c¢
require the Partnership to use more comprehensivestringent safety controls and subject it to @aged capital and operating costs.

The 2011 Pipeline Safety Act requires increasedtgaheasures for gas and hazardous liquids tratajmor pipelines. Among other things,
2011 Pipeline Safety Act directs the Secretary @n$portation to promulgate rules or standarddingldao expanded integrity managen
requirements, automatic or remateatrolled valve use, excess flow valve use, an#l Bietection system installation. The 2011 PipeS8aéet)
Act also directs owners and operators of interséae intrastate gas transmission pipelines to yéhiéir records confirming the maximi
allowable pressure of pipelines in certain clasations and high consequence areas, requires pyatiar of regulations for conducting test
confirm the material strength of pipe operating\a80% of specified minimum yield strength in higbnsequence areas, and increase
maximum penalty for violation of pipeline safetygtgations from $100,000 to $200,000 per violatiar gay of violation and also from
million to $2 million for a related series of vidiens. The safety enhancement requirements and ptbeisions of the 2011 Pipeline Safety
could require the Partnership to install new or ified safety controls, pursue additional capitabjpcts, decrease its pipeline opera
pressures, or conduct maintenance programs oncateaated basis, any or all of which tasks cousdiiteén the Partnership incurring increa
operating costs that could be significant and reaweaterial adverse effect on its results of openatior financial position.

The recent adoption of derivatives legislation bg United States Congress could have an adverset effi the Partnership’ability to us
derivative instruments to reduce the effect of codity price, interest rate and other risks assoethwith its business.

The United States Congress adopted comprehensaedial reform legislation that establishes fedevarsight and regulation of the over-the
counter derivatives market and entities, such asPtrtnership, that participate in that market. i@ legislation, known as the Doédank
Wall Street Reform and Consumer Protection Act (thedd-Frank Act”),was signed into law by the President on July 2102@nd require
the CFTC and the SEC to promulgate rules and régofimplementing the new legislation. The finaheceform legislation and subseqt
rulemaking may require the Partnership to complthwhargin requirements and with certain clearind #adeexecution requirements
connection with its derivative activities, althoutite application of those provisions to the Paghigr is uncertain at this time. The finan
reform legislation may also require counterpantethe Partnership’derivative instruments to spin off some of thirivatives activities to
separate entity, which may not be as creditworthyha current counterparty. The new legislation amg new regulations could significar
increase the cost of derivative contracts (inclgdihrough requirements to post collateral whichldocadversely affect the Partnerstsp’
available liquidity), materially alter the terms adrivative contracts, reduce the availability efidatives to protect against risks the Partne
encounters, reduce its ability to monetize or testire its existing derivative contracts and inseedts exposure to less creditwol
counterparties. If the Partnership reduces itsofigkerivatives as a result of the legislation aegutations, its results of operations may bec
more volatile and its cash flows may be less ptatdie, which could adversely affect its ability gtan for and fund capital expenditu
Finally, the legislation was intended, in partréduce the volatility of oil and natural gas priceich some legislators attributed to specul:
trading in derivatives and commodity instrumentatesl to oil and natural gas. The Partnershipvenues could therefore be adversely aff

if a consequence of the legislation and regulatisrie lower commaodity prices. Any of these consawes could have a material adverse ¢
on the Partnership, its financial condition andésults of operations.
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The Partnership’s interstate common carrier liqupeline is regulated by the FERC.

Targa NGL has interstate NGL pipelines that aresmw@red common carrier pipelines subject to regriaby FERC under the ICA. Mc
specifically, Targa NGL owns a twelve inch diamep@peline that runs between Lake Charles, Louisiand Mont Belvieu, Texas. Tl
pipeline can move mixed NGL and purity NGL produdfarga NGL also owns an eight inch diameter pigend a twenty inch diame
pipeline, each of which run between Mont Belvieexas and Galena Park, Texas. The eight inch anthéry inch pipelines are part of
extensive mixed NGL and purity NGL pipeline recedpid delivery system that provides services to dwim@nd foreign import and exp
customers. The ICA requires that the Partnershimtaia tariffs on file with FERC for each of thepipelines. Those tariffs set forth the r:
the Partnership charges for providing transpomasiervices as well as the rules and regulationemavy these services. The ICA requi
among other things, that rates on interstate comaoawrier pipelines be “just and reasonakd&id nondiscriminatory. All shippers on th
pipelines are the Partnership’s subsidiaries.

Terrorist attacks and the threat of terrorist atkachave resulted in increased costs to the Parhigis business. Continued hostilities in
Middle East or other sustained military campaigresymadversely impact the Partners’s results of operations.

The longterm impact of terrorist attacks, such as the k$tdicat occurred on September 11, 2001, and tleattlof future terrorist attacks on
Partnerships industry in general and on the Partnership iiquaar is not known at this time. However, resuitiregulatory requiremet
and/or related business decisions associated adtlrisy are likely to increase the Partnership’stgeo

Increased security measures taken by the Partpeasha precaution against possible terrorist atéeke resulted in increased costs t
business. Uncertainty surrounding continued haissliin the Middle East or other sustained militagmpaigns may affect the Partnership’
operations in unpredictable ways, including disiap of crude oil supplies and markets for its jpi@id, and the possibility that infrastruct
facilities could be direct targets, or indirect ealties, of an act of terror.

Changes in the insurance markets attributablertorist attacks may make certain types of insuranoee difficult for the Partnership to obte
Moreover, the insurance that may be available éoRhartnership may be significantly more expendiam tits existing insurance coverag:
coverage may be reduced or unavailable. Instabilithe financial markets as a result of terrorismwar could also affect the Partnerskip’
ability to raise capital.

ltem 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 1Q0Qisiana Street, Suite 4300, Houston, Texas 7 &@Rour telephone number is 713-584
1000.

Item 3. Legal Proceedings

We are not a party to any legal proceedings ottan tegal proceedings arising in the ordinary cewfsour business. We are a party to vai
administrative and regulatory proceedings that harsen in the ordinary course of our business. ‘Been 1. Business —Regulation ¢
Operations” and “ltem 1. Business — Environmerttedalth and Safety Matters.”

Item 4. Mine Safety Disclosures

Not applicable
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities
Market Information
Our common stock has been listed on the New YodclSExchange (“NYSE”) since December 7, 2010 urttier symbol “TRGP."The

following table sets forth the high and low sale®gs of the common stock at the end of each suwissgqquarter, as reported by the N
through December 31, 2012 and the amount of castiedids declared since our IPO.

Stock Prices Dividends
Quarter Ended High Low Declared
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(C 0.3650(
December 31, 201 41.17 26.7¢ 0.3362!
September 30, 201 34.91 26.01 0.3075(
June 30, 201 36.7:¢ 29.4¢ 0.2900(
March 31, 201: 36.7( 26.5] 0.2725(
December 31, 201 28.4( 23.5( 0.0616( (1)

(1) Represents a prorated dividend for the portiomeffourth quarter of 2010 that the Company wasipL

As of February 11, 2013, there were approximatély &ockholders of record of our common stock. Thimber does not include stockholc
whose shares are held in trust by other entitibs.dctual number of stockholders is greater thamttmber of holders of record.

Stock Performance Graph

The graph below compares the cumulative returrotddrs of Targa Resources Corp.'s common stockN¥®E Composite index (theN'YSE
Index") and the Alerian MLP Index ("the MLP IndexThe performance graph was prepared based omlithaihg assumptions: (i) $100 w
invested in our common stock at $24.70 per shaeedliosing market price at the end of our firstlilng day), in the NYSE Index, and the VM
Index on December 7, 2010 (our first day of trajliagd (ii) dividends were reinvested on the relévaayment dates. The stock pi
performance included in this graph is historical ant necessarily indicative of future stock prpeeformance.
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Pursuant to Instruction 7 to Item 201(e) of RedafaSK, the above stock performance graph and relatiednation is being furnished anc
not being filed with the SEC, and as such shall imtdeemed to be incorporated by reference intofiiing that incorporates this Annt
Report by reference.

Our Dividend Policy

We intend to pay to our stockholders, on a quartbdsis, dividends equal to the cash we receive four Partnership distributions, |
reserves for expenses, future dividends and otes of cash, including:

« federal income taxes, which we are required toljEmause we are taxed as a corporation;
« the expenses of being a public company;

« other general and administrative expenses;

« general and administrative reimbursements to the&aship;

» capital contributions to the Partnership upon #seidnce by it of additional partnership securifiege choose to maintain the gent
partne’s 2.0% interes!

« reserves our board of directors believes prudentamtain;
« our obligation to satisfy tax obligations assodlatdth previous sales of assets to the Partnersimig;
« interest expense or principal payments on any itedigless we incur.

If the Partnership is successful in implementirgghitisiness strategy and increasing distributiorisstpartners, we would generally expec
increase dividends to our stockholders, althoughtithing and amount of any such increased dividenilsnot necessarily be comparable
the increased Partnership distributions. We caasstire you that any dividends will be declaredasd n the future.

The determination of the amount of cash dividenidsluding the quarterly dividend referred to aboifeany, to be declared and paid \
depend upon our financial condition, results ofragiens, cash flow, the level of our capital expamés, future business prospects and
other matters that our board of directors deenevegit. The Partnershgpdebt agreements contain restrictions on the paofedistribution
and prohibit the payment of distributions if thertRarship is in default. If the Partnership canmake incentive distributions to the gen
partner or limited partner distributions to us, wi# be unable to pay dividends on our common stock

The Partnership’s Cash Distribution Policy

The term “available castfor any quarter, means the sum of all cash and egslvalents on hand at the end of that quartet,aliradditione
cash and cash equivalents on hand immediately twitihe date of the distribution of available casbulting from borrowings for workit
capital purposes subsequent to the end of thataquéass the amount of any cash reserves estatllilshthe general partner to:

« provide for the proper conduct of the Partnershipisiness including reserves for future capitpkexitures and for anticipated fut
credit needs

« comply with applicable law or any loan agreemesésurity agreements, mortgages, debt instrumentther agreements binding
the Partnership and its subsidiaries

« provide funds for distributions to the Partnershiphitholders and to the general partner for areyammore of the next four quarters.

The determination of available cash takes into actthe possibility of establishing cash reservesame quarterly periods that the Partne
may use to pay cash distributions in other quarteeriods, thereby enabling it to maintain reldfveonsistent cash distribution levels eve
the Partnership’s business experiences fluctuatioriss cash from operations due to seasonal amticey factors. The general partner’
determination of available cash also allows thereaship to maintain reserves to provide fundingit®growth opportunities. The Partners
makes its quarterly distributions from cash geregtdéitom its operations, and those distributionsehgnown over time as its business has gr
primarily as a result of numerous acquisitions arghnic expansion projects that have been fundedidin external financing sources and
from operations.
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The actual cash distributions paid by the Partiprghits partners occur within 45 days after the ef each quarter. Since the second quar
2007, the Partnership has increased its quartexth distribution fifteen times. During that timeripd, the Partnership has increaset

quarterly distribution by 101% from $0.3375 per ¢oam unit, or $1.35 on an annualized basis, to $@&8common unit, or $2.72 on
annualized basis.

For a discussion of restrictions on our and ousgliries’ ability to pay dividends or make distritons, please see “Managemsribiscussio
and Analysis of Financial Condition and Result©Opferations—Credit Facilities and Long-Term Debttidote 10 “Debt Obligationsto oul
consolidated financial statements beginning on padeof this Form 10-K.

Recent Sales of Unregistered Stock

None.

Repurchase of Equity by Targa Resources Corp. or Aifiated Purchasers.

None.
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Iltem 6. Selected Financial Data

The following table presents selected historicalsmhidated financial and operating data of TargadReces Corp. for the periods ended, ar
of, the dates indicated. We derived this informatfoom our historical “Consolidated Financial Staents”and accompanying notes. T
information should be read together with, and ialified in its entirety, by reference to those fical statements and notes of this Ani
Report.

2012 2011 2010 2009 2008

(In millions, except per share amounts
Statement of operations data

Revenue! $ 5885.. $ 6,994.! $ 5476.. $ 45420 $ 7,998.¢
Income from operation 336.: 351.1 196.1 217.2 234.t
Net income 159.: 215.¢ 63.2 79.1 134.¢
Net income (loss) attributable to Targa Resouraap( 38.1 30.7 (15.0 29.2 37.%
Dividends on Series B preferred stc - - (9.5 (17.9) (16.9)
Net income (loss) available to common sharehol 38.1 30.7 (202.9) - -
Net income (loss) per common sh- basic 0.9: 0.7t (30.99 - -
Net income (loss) per common sh- diluted 0.91 0.74 (30.99 - -
Balance sheet data (at end of period):
Total asset $ 5105.( $ 3,831.( $ 3,393.¢( % 3,367.F $ 3,641.¢
Long-term debi 2,475.1 1,567.( 1,534.° 1,593. 1,976.!
Convertible cumulative participating series B predd

stock - - - 308.4 290.¢
Total owners' equit 1,753.¢ 1,330.° 1,036.: 754.¢ 822.(
Other:
Dividends declared per she $ 1.6387! $ 1.206: $ 0.061¢ N/A N/A
Dividends paid on series B preferred sh: $ - % - % 238.C $ - $ -
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations should B&ad in conjunction with our historic
financial statements and notes included in Parbf\this Annual Report. Also, the Partnership fileseparate Annual Report on Form-K
with the SEC.

Overview

Financial Presentatio!

An indirect subsidiary of ours is the general partof the Partnership. Because we control the gépartner, under GAAP we must reflect
ownership interest in the Partnership on a conatdi basis. Accordingly, the Partnershifinancial results are included in our consolid
financial statements even though the distributiotransfer of Partnership assets are limited byteéhms of the partnership agreement, as w
restrictive covenants in the Partnershifgnding agreements. The limited partner interiestise Partnership not owned by us are refleateali
results of operations as net income attributableaicontrolling interests. Therefore, throughous discussion, we make a distinction wt
relevant between financial results of the Partriprersus those of us as a standalone parent ingudir non-Partnership subsidiaries.

As a result of the conveyance of all of our remainbperating assets to the Partnership in Septe@®Ed, we have no separate, di
operating activities apart from those conductedhgyPartnership. As such, our cash inflows willnafily consist of cash distributions from
interests in the Partnership. The Partnershipdsired to distribute all available cash at the eh@&ach quarter after establishing reserv
provide for the proper conduct of its businessogurovide for future distributions.

The Partnership files its own separate Annual Refitve results of operations included in our coidstéd financial statements will differ frc
the results of operations of the Partnership prigndue to the financial effects of:

« noncontrolling interests in the Partnership;

« our separate debt obligations;

« certain general and administrative costs applicibles as a separate public company;

« certain non-operating assets and liabilities tharetained; and

. federal income taxes.
Our Operations
Currently, we have no separate, direct operatirteyifies apart from those conducted by the PartmprsAs such, our cash inflows w
primarily consist of cash distributions from outdrests in the Partnership. The Partnership isimedjto distribute all available cash at the
of each quarter after establishing reserves toigedior the proper conduct of its business or tvjate for future distributions.
The Partnership’s Operations

The Partnership is a leading provider of midstrewmtural gas, NGLs, terminaling and crude oil gatiteservices in the United States. |
engaged in the business of:

» gathering, compressing, treating, processing alidg@atural gas;
« storing, fractionating, treating, transporting @atfling NGLs and NGL products;
« gathering, storage and terminaling crude oil, and

« storing, terminaling and selling refined petroleproducts.
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The Partnership reports its operations in two divis: (i) Gathering and Processing, consistinguaf teportable segments a)(Field Gatherin
and Processing and (b) Coastal Gathering and Riagesnd (ii) Logistics and Marketing consistinfghwo reportable segments a)(Logistic:
Assets and (b) Marketing and Distribution. The ficial results of the Partnership’s hedging actgitare reported in Other.

The Partnershig’ Gathering and Processing division includes asssd in the gathering of natural gas produced fodrand gas wells ai
processing this raw natural gas into merchantableral gas by extracting NGLs and removing impesitiThe Field Gathering and Proces
segmens assets are located in North Texas and the PeBaisin of West Texas and New Mexico. With the Badfaacquisition on Deceml
31, 2012, the Field Gathering and Processing segmassets now include the Badlands crude oil angradagas gathering, terminaling ¢
processing assets in North Dakota as well. Howéwerause the Badlands acquisition closed on Deae®ih@012, the Badlands assets ha
operational impact for 2012 other than transactiosts related to the acquisition. The Coastal Geifpeand Processing segmentissets a
located in the onshore and near offshore regiomiseof ouisiana Gulf Coast and the Gulf of Mexico.

The Partnershig’ Logistics and Marketing division is also refertedas the Downstream Business. The DownstreammBsssiincludes all tl
activities necessary to convert raw NGLs into NGbaducts and provides certain value added serviges as storing, terminaling, transport|
distributing and marketing of NGLs, refined petrote products and crude oil. It also includes centaitural gas supply and marketing activ
in support of the Partnership’s other operations.

The Partnershig’ Logistics Assets segment is involved in transpoytstoring and fractionating mixed NGLs; storingyminaling an
transporting finished NGLs; and storing and terringarefined petroleum products and crude oil. Ehassets are generally connected to
supplied in part by, the PartnerslipGathering and Processing segments and are pnealattyi located in Mont Belvieu, Texas
Southwestern Louisiana. This segment includes thigittes associated with the Partnersbki2011 acquisitions of refined petroleum prod
and crude oil storage and terminaling facilities.

The Partnershig’ Marketing and Distribution segment covers agésirequired to distribute and market raw and ffiedsNGLs and all natu
gas marketing activities. It includes (1) marketihg Partnershig’ own NGL production and purchasing NGL productsétected Unite
States markets; (2) providing LPG balancing sesvicerefinery customers; (3) transporting, storamgl selling propane and providing rel:
propane logistics services to mudtate retailers, independent retailers and othdr users; and (4) marketing natural gas availabléhé
Partnership from its Gathering and Processing idiniand the purchase and resale and other valiedaaidivities related to thirgarty nature
gas in selected United States markets.

Other contains the results of the Partnership’smodity hedging activities included in operating giar

Factors That Significantly Affect Our Results

Our cash flow and resulting ability to pay dividendill be dependent upon the Partnershipbility to make distributions to its partn
including us. The actual amount of cash that thenBeship will have available for distributions ilepend primarily on the amount of ¢
that it generates from its operations.

As of February 15, 2013, our interests in the Rastinip consist of the following:

« a 2% general partner interest, which we hold thihooigr 100% ownership interest in the general pahée Partnership;

« all of the outstanding IDRs; and

« 12,945,659 of the 101,788,617 outstanding commadts ohthe Partnership, representing a 12.7% lichtartnership interest.
Factors That Significantly Affect the Partnership’Results

The Partnershig’ results of operations are substantially impadigdhe volumes that move through its gatheringcessing and logisti
assets, changes in commodity prices, contract tehmsmpact of hedging activities and the cosifgerate and support assets.
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Volumes

In the Partnershig’ gathering and processing operations, plant wd&imes and capacity utilization rates generally driven by wellhez
production, its competitive and contractual positam a regional basis and more broadly by the impgprices for oil, natural gas and NC
on exploration and production activity in the arefsts operations. The factors that impact théengahg and processing volumes also im
the total volumes that flow to the Partnershipownstream Business. In addition, fractionatiolumes are also affected by the location o
resulting mixed NGLs, available pipeline capacityttansport NGLs to the Partnership’s fractionatmms the Partnershigp’competitive ar
contractual position relative to other fractionator

Commodity Prices

The following table presents selected annual araftgry industry index prices for natural gas, sedd NGL products and crude oil for
periods presented:

Natural Gas lllustrative
Average Quarterly & $/MMBtu Targa NGL Crude Oill
Annual Prices (1) $/gal (2) $/Bbl (3)

2012
4th Quartel $ 341 $ 0.8¢ $ 88.2:
3rd Quarte 2.8( 0.8¢ 92.2(
2nd Quarte 2.21 0.94 93.3¢
1st Quarte 2.72 1.1¢ 103.0¢
2012 Average $ 27¢ % 097 $ 94.2(

2011
4th Quartel $ 354 % 1371 % 91.8¢
3rd Quarte 4.2C 1.37 89.5¢
2nd Quarte 4.3z 1.3¢€ 102.3¢
1st Quarte 4.11 1.2¢ 94.6(
2011 Average $ 40 % 13z % 94.5¢

2010
4th Quartel $ 38C $ 1.1 $ 85.2¢
3rd Quarte 4.3¢ 0.94 76.21
2nd Quarte 4.,0¢ 1.0C 78.0¢
1st Quarte 5.3C 1.1z 78.8¢
2010 Average $ 43¢ $ 1.0t $ 79.6(

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

(2) NGL prices are based on quarterly and annual aesrag prices from Mont Belvieu N-TET monthly commercial index prict
lllustrative Targa NGL contains 44% ethane, 30%ppre, 11% natural gasoline, 5% isobutane and 10%aldutane

(3) Crude oil prices are based on quarterly and anauvatages of daily prices from West Texas Interntedimmmercial index prices
measured on the NYME>
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Contract Terms, Contract Mix and the Impact of Cardity Prices

Because of the significant volatility of naturalsgand NGL prices, the contract mix of the Partnptshgathering and processing segmen
also have a significant impact on its profitabiligspecially those contracts that create exposuchdnges in energy prices (“equity volunjes”
Set forth below is a table summarizing the mix led Partnershig’ gathering and processing contracts for 2012 hadbtential impacts
commodity prices on operating margins:

Percent of
Contract Type Throughput Impact of Commodity Prices

Percent-of-Proceeds/Percent-of-Liquids 43% Decreases in natural gas and or NGL prices gendeateease
in operating margin

Fee-Based 3% No direct impact from commodity price movemel

Wellhead Purchases/Keep-whole 21% Increases in natural gas prices relative to NGlcgwrigenera
decreases in operating marc

Hybrid 33% In periods of favorable processing economics (Ipilar to

percent-of-liquids or to wellhead purchases/kedpie in som
circumstances, if economically advantageous tgtbeessor. |
periods of unfavorable processing economics, sintiafee-
based

(1) Favorable processing economics typically occur wheatessed NGLs can be sold, after allowing forcessing costs, at a higher ve
than natural gas on a Btu equivalent be

Negotiated contract terms are based upon a vaofefigctors, including natural gas quality, geogtiaghcation, competitive commodities ¢
the pricing environment at the time the contracexecuted, and customer requirements. The gathamdgprocessing contract mix a
accordingly, the exposure to natural gas and NGteprmay change as a result of producer preferenoespetition, changes in productior
wells decline at different rates or are added,Rhenershis expansion into regions where different typesasftiacts are more common
other market factors.

The contract terms and contract mix of the Dowmstréusiness can also have a significant impactsoresults of operations. During peri
of low relative demand for available fractionatioapacity, rates were low and fracqmay contracts were not readily available. Curre
demand for fractionation services is near existimyistry capacity, rates have increased, conteagfths have increased and reservation fe«
required. These fractionation contracts in thedtigs assets segment are primarily esed arrangements while the marketing and disioih
segment includes both fee-based and percent-oepdsccontracts.

Impact of the Partnersh’'s Commodity Price Hedging Activities

In an effort to reduce the variability of its caébws, the Partnership has hedged the commoditepssociated with a portion of its expe
natural gas equity volumes through 2015 and NGL aoddensate equity volumes through 2014 by enteitg derivative financit
instruments including swaps and purchased putfidors). With these arrangements, the Partnersagpditempted to mitigate its exposur
commodity price movements with respect to its fasted volumes for these periods. The Partnership adtively manages the Downstre
Business product inventory and other working chpéeels to reduce exposure to changing NGL pri€es. additional information regardi
the Partnership’s hedging activities, see “ltem Q@QA&antitative and Qualitative Disclosures About k&dmRisk — Commodity Price Risk.”

Operating Expenses

Variable costs such as fuel, utilities, power, g@nand repairs can impact the Partnershig'sults as volumes fluctuate through its syst
Continued expansion of existing assets will als@ gise to additional operating expenses, whichafiect the Partnership’s results.

General and Administrative Expenses

Under the Omnibus Agreement we have with the Pesti@ which initial term expires in April 2013, wwovide general and administrai
and other services associated with (1) the Patim@ssexisting assets and any future conveyances landig2) subject to mutual agreem
future acquisitions from third parties. Since Oeoh, 2010, after the final conveyance of assetssip the Partnership, substantially all of
general and administrative costs have been anthrgpas our only cash generating assets are owpeirgierests in the Partnership, \
continue to be allocated to the Partnership, othan our direct costs of being a public reportimgnpany. The Partnership agreement
govern these matters after the Omnibus Agreemepiresx See Item 13. Certain Relationships and Related Traiwagt and Directc
Independence — Omnibus Agreement.”
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General Trends and Outlook

We expect the midstream energy business environteeobntinue to be affected by the following kegnds: demand for our servic
commodity prices, volatile capital markets and @ased regulation. These expectations are basessamptions made by us and informa
currently available to us. To the extent our undeg assumptions about or interpretations of abéglanformation prove to be incorrect,
actual results may vary materially from our expdatesults.

Demand for the Partnerst’s Services

Fluctuations in energy prices can affect productiates and investments by third parties in the ldgveent of oil and natural gas reser
Generally, drilling and production activity will gnease as energy prices increase. We believehbaturrent strength of oil, condensate
NGL prices as compared to natural gas prices hasedaproducers in and around the Partne’s gathering and processing areas of opet
to focus their drilling programs on regions richliouid forms of hydrocarbons. This focus is reflgt in increased drilling permits and hig
rig counts in these areas, and we expect thesat@dtito lead to higher inlet volumes in the FiGdthering and Processing segment ove
next several years. While we expect demand foPtmnerships NGL products to remain strong, a reduction in @ednfor NGL products or
significant increase in NGL product supply relatit@ this demand, could impact the Partnerghipusiness. Increases in demanc
international grade propane, along with expansiothé petrochemical industry, which relies on ethasa a feedstock, point towards suste
demand for the Partnershipterminaling and storage services in the DownstrBasiness. Producer activity in areas rich inaihdensate a
NGLs is currently generating increased demandHerRartnersh’s fractionation services and for related fessed services provided by
Downstream Business. While we expect developmetitigcto remain robust with respect to oil anduids rich gas development ¢
production, currently depressed natural gas ptiea® resulted in reduced activity levels surrougdiomparatively dry natural gas reser
whether conventional or unconventional.

Commodity Prices

Current forward commaodity prices as of December Z112 show natural gas and crude oil prices sthemigtg while NGL prices reme
relatively flat. Various industry commodity pricerécasts based on fundamental analysis may diffaifisantly from forward market price
Both are subject to change due to multiple factohere has been, and we believe there will contiouge, significant volatility in commodi
prices and in the relationships among NGL, crudewd natural gas prices. In addition, the volgtiind uncertainty of natural gas, crude
and NGL prices impact drilling, completion and ativesestment decisions by producers and ultimagalyply to the Partnership’s systems.

The Partnershigg’ operating income generally improves in an envirent of higher natural gas, NGL and condensateegriprimarily as
result of its percent-of-proceeds contracts. Theneships processing profitability is largely dependentmpoicing, the supply of and mar
demand for natural gas, NGLs and condensate, wdrietbeyond its control and have been volatile. Reagak economic conditions hi
negatively affected the pricing and market demasrdniatural gas, NGLs and condensate, which causedction in profitability of th
Partnership’s processing operations. In a declisimgmodity price environment, without taking intocaunt the Partnershigp’hedges, it wi
realize a reduction in cash flows under its perggqgroceeds contracts proportionate to average pecéngs. The Partnership has attem
to mitigate its exposure to commaodity price movetadsy entering into hedging arrangements. For amf@it information regarding hedgi
activities, see “Quantitative and Qualitative Distlres about Market Risk—Commaodity Price Risk.”

Volatile Capital Markets

We and the Partnership are dependent on our abiliti access equity and debt capital markets iardmdfund acquisitions and expans
expenditures. Global financial markets have berd,ae expected to continue to be, volatile andugied and weak economic conditions |
cause a significant decline in commaodity prices.aA®sult, we and the Partnership may be unahiaite equity or debt capital on satisfac
terms, or at all, which may negatively impact timeing and extent to which we and the Partnershigceate growth plans. Prolonged period
low commodity prices or volatile capital marketsymmpact our and the Partnerstipability or willingness to enter into new hedgks)d
organic growth, connect to new supplies of natges, execute acquisitions or implement expansipitat&xpenditures.
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Increased Regulatio

Additional regulation in various areas has the piié to materially impact the Partnerslipperations and financial condition. For exan
increased regulation of hydraulic fracturing usgdpboducers may cause reductions in supplies afrabgas and of NGLs from product
Please read “Risk Factordnereased regulation of hydraulic fracturing cotdgult in reductions or delays in drilling and cdetipng new oi
and natural gas wells, which could adversely imghet Partnershig’ revenues by decreasing the volumes of naturaltlgetsit gather:
processes and fractionates.” Similarly, the forthiw rules and regulations of the CFTC may limé ®artnershigg ability or increase the ci
to use derivatives, which could create more vatatdnd less predictability in its results of op@oas. Please read “Risk Factoriae recer
adoption of derivatives legislation by the Unitetht8s Congress could have an adverse effect oRdhmerships ability to use derivatiy
instruments to reduce the effect of commodity pricterest rate and other risks associated withutsness.”

How We Evaluate Our Operatior

Our consolidated operations include the operatafrike Partnership due to our ownership and cowftrthhe general partner. We currently h
no separate, direct operating activities from thoseducted by the Partnership. Our financial resditfer from the Partnership’due to th
financial effects of: noncontrolling interests letPartnership, our separate debt obligationsaicemoneperating costs associated with as
and liabilities that we retained and were not ideld in asset conveyances to the Partnership, amaircgeneral and administrative c«
applicable to us as a separate public company. dfamant’s primary measure of analyzing our perforreais the norGAAP measur
distributable cash flow.

Distributable Cash Flov

We define distributable cash flow as distributialu® to us from the Partnership, less our specéitegal and administrative costs as a sef
public reporting entity, the interest carry cosssaxiated with our debt and taxes attributable uo earnings. Distributable cash flow i
significant performance metric used by us and biyereal users of our financial statements, suchnassitors, commercial banks, rese
analysts, and others to compare basic cash flowsrgied by us to the cash dividends we expect yoopa shareholders. Using this mel
management and external users of our financia¢rstamts can quickly compute the coverage ratio tifnased cash flows to planned ¢
dividends. Distributable cash flow is also an intpat financial measure for our shareholders sihsefves as an indicator of our succe:
providing a cash return on investment. Specifigalts financial measure indicates to investghgther or not we are generating cash flow
level that can sustain or support an increase inquarterly dividend rates. Distributable cash flesvalso a quantitative standard L
throughout the investment community because theesladue is generally determined by the staygld (which in turn is based on the amc
of cash dividends the entity pays to a sharehalder)

The economic substance behind our use of disttibeitzash flow is to measure the ability of our &s$e generate cash flow sufficient to
dividends to our investors.

The GAAP measure most directly comparable to dhigtable cash flow is net income. Distributable cleiv should not be considered as
alternative to GAAP net income. Distributable c#lslw is not a presentation made in accordance G##AP and has important limitations
an analytical tool. Investors should not considstridhutable cash flow in isolation or as a sulbgéitfor analysis of our results as reported u
GAAP. Because distributable cash flow excludes sdiaenot all, items that affect net income andaéined differently by different compan
in our industry, our definition of distributable gfa flow may not be comparable to similarly titleceasures of other companies, the
diminishing its utility.
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Our Non-GAAP Measures

Management compensates for the limitations of ibistable cash flow as an analytical tool by reviegvthe comparable GAAP measi
understanding the differences between the meaaunrkmcorporating these insights into its decisiaking process.

2012 2011
Targa Resources Corp. Distributable Cash Flov
Distributions declared by Targa Resources Pariieérassociated witt
General Partner Interes $ 6.2 $ 4.&
Incentive Distribution Right 63.2 34.¢
Common Units 33.¢ 27.7
Total distributions declared by Targa Resourcefiées LP 103.c 66.¢
Income (expenses) of TRC N-Partnershiy
General and administrative expen (8.2 (8.9
Interest expense, n 4.0 4.0
Current cash tax expense (20.9) (7.9
Taxes funded with cash on hand 8.7 10.1
Other income (expense) (0.7) 2.€
Distributable cash flow $ 782 3 60.2

(1) Excludes $4.7 million of non-cash current &xpense arising from amortization of deferred loegn tax assets from drop down gi
realized for tax purposes and paid in 2010 foryémers ended December 31, 2012 and 2

(2) Current period portion of amount established atlB@ to fund taxes on deferred gains related t@ di@vn transactions that were tre:
as sales for income tax purpos

2012 2011
Reconciliation of net income attributable to
Targa Resources Corp. to Distributable Cash Flow
Net income of Targa Resources Cc¢ $ 159.: $ 215.¢
Less: Net income of Targa Resources Partners LP (203.9) (245.5
Net loss for TRC No-Partnershiy (43.9 (30.])
Plus: TRC No-Partnership income tax exper 32.7 22.%
Plus: Distributions from the Partners} 103.c 66.¢
Plus: Nor-cash loss (gain) on hedc (2.2 (4.9
Plus: Loss on early debt extinguishm 0.2 -
Plus: Depreciatio- Non-Partnership asse 0.2 2.€
Less: Current cash tax expense (20.9) (7.9
Plus: Taxes funded with cash on hand (2) 8.7 10.]
Distributable cash flow $ 78 $ 60.2

(1) Excludes $4.7 million of non-cash current &epense arising from amortization of deferred ltergp tax assets from drop down gi
realized for tax purposes and paid in 2010 forydwrs ended December 31, 2012 and 2

(2) Current period portion of amount established atlB@ to fund taxes on deferred gains related t@ dimvn transactions that were tre:
as sales for income tax purpos

How We Evaluate the Partnersh’s Operations

The Partnership’s profitability is a function oktlifference between: (i) the revenues the Patiiereceives from its operations, including fee
based revenues from services and revenues fronerttte oil, natural gas, NGLs and condensate then&ahip sells, and (ii) the co
associated with conducting the Partnershipperations, including the costs of crude oil, Imedd natural gas and mixed NGLs that
Partnership purchases as well as operating andrajemed administrative costs and the impact of conlity hedging activities. Becat
commodity price movements tend to impact both reesnand costs, increases or decreases in the Bai'® revenues alone are
necessarily indicative of increases or decreasds iprofitability. The Partnershig’contract portfolio, the prevailing pricing enviraent fo
crude oil, natural gas and NGLs, and the volumesgratie oil, natural gas and NGL throughput on itstems are important factors
determining its profitability. The Partnershépprofitability is also affected by the NGL conténtgathered wellhead natural gas, supply
demand for its products and services, utilizatibitsoassets and changes in its customer mix.
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The Partnership’s profitability is also impacted t®e-based revenues. The Partnershigrowth strategy, based on expansion of exi
facilities as well as third-party acquisitions afdinesses and assets, is resulting in an increpgrgentage of assets that generatebfese
revenues. Fixed fees for services such as fradtamatorage and terminaling are not directly te@¢hanges in market prices for commodities

Management uses a variety of financial measuresogedational measurements to analyze the Partpésgberformance. These include:
throughput volumes, facility efficiencies and feehsumption, (2) operating expenses, (3) capitpérditures and (4) the following n@AAP
measures—qgross margin, operating margin, adjusB@®BA and distributable cash flow.

Throughput Volumes, Facility Efficiencies and FGehsumption

The Partnershig’ profitability is impacted by its ability to adeéw sources of crude oil and natural gas supplyffsebthe natural decline
existing volumes from oil and gas wells that arar@xted to its gathering and processing systenis.i§tachieved by connecting new w
and adding new volumes in existing areas of pradagctas well as by capturing crude and natural gasplies currently gathered by tt
parties. Similarly, the Partnershipprofitability is impacted by its ability to adaew sources of mixed NGL supply, typically connechs
third-party transportation, to its Downstream Biesisifractionation facilities. The Partnership fractiteNGLs generated by its gathering
processing plants, as well as by contracting foreahiNGL supply from third-party facilities.

In addition, the Partnership seeks to increase atipgr margin by limiting volume losses, reducinglficonsumption and by increas
efficiency. With its gathering systemektensive use of remote monitoring capabilities, Bartnership monitors the volumes of crude oil
natural gas received at the wellhead or centravelgl points along its gathering systems, the vaurh natural gas received at its proces
plant inlets and the volumes of NGLs and residuerahgas recovered by its processing plants. Tdr&nBrship also monitors the volume:
NGLs received, stored, fractionated and deliverehss its logistics assets. This information iskea through its processing plants
Downstream Business facilities to determine custose#tlements for sales and volumsated fees for service and help the Partnerstuipas
efficiency and reduce fuel consumption.

As part of monitoring the efficiency of its operats, the Partnership measures the difference bettheevolume of natural gas received a
wellhead or central delivery points on its gathgraystems and the volume received at the inletsgbriocessing plants as an indicator of
consumption and line loss. The Partnership alstkéréghe difference between the volume of natural rgaeived at the inlet of the proces:
plant and the NGLs and residue gas produced aiutiet of such plant to monitor the fuel consumptamd recoveries of the facilities. Sim
tracking is performed for its logistics assets. Séhevolume, recovery and fuel consumption measuremare an important part of
Partnership’s operational efficiency analysis.

Operating Expenses

Operating expenses are costs associated with gt of specific assets. Labor, contract sesyicepair and maintenance, utilities ani
valorem taxes comprise the most significant portidrthe Partnershig’ operating expenses. These expenses, other teararfd powe
generally remain relatively stable and independsgrnthe volumes through its systems but fluctuatpetieling on the scope of the activi
performed during a specific period.

Capital Expenditures

Capital projects associated with growth and maier projects are closely monitored. Return onstment is analyzed before a cay

project is approved, and spending is closely moaitadhroughout the development of the project. Pagnership has seen a substantial inc
in its total capital spent over the last three geard currently has significant internal growthjeets that it closely monitors.
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Gross Margin

The Partnership definegross margin as revenues less purchases. It istegpay volumes and commodity prices as well aPduenershiE
contract mix and hedging program. We define Gatigeand Processing gross margin as total operagwgnues from the sale of natural
condensate and NGLs plus gathering and servicesf@nues, less product purchases, which consistapity of producer payments and ot
natural gas purchases. Natural gas, condensat®dl@hdsales revenue includes settlement gains argk$osn commodity hedges. Logis
Assets gross margin consists primarily of servee fevenue. Gross margin for Marketing and Distidlouequals total revenue from sen
fees, NGL and natural gas sales, less cost of,sateésh consists primarily of NGL and natural gagghases, transportation costs and che
in inventory valuation. The gross margin impactsagh flow hedge settlements are reported in Other.

Operating Margin

The Partnership defines operating margin as gr@sgimless operating expenses. Operating margin ismportant performance measure o
core profitability of our operations.

Management reviews business segment gross mardim@erating margin monthly as a core internal manmamnt process. We believe 1
investors benefit from having access to the samanfiial measures that our management uses in énglaar operating results. Gross ma
and operating margin provide useful informationneestors because they are used as supplemerdatcfal measures by us and by exte
users of our financial statements, including ineesaind commercial banks, to assess:

« the financial performance of the Partnership’s @ssithout regard to financing methods, capitaictinre or historical cost basis;

« the Partnershig operating performance and return on capital aspeoed to other companies in the midstream enexgiois withou
regard to financing or capital structure; ¢

« the viability of acquisitions and capital expendiyprojects and the overall rates of return orrigdiive investment opportunities.

Gross margin and operating margin are G®AP measures. The GAAP measure most directly coalppa to gross margin and opera
margin is net income. Gross margin and operatinggmaare not alternatives to GAAP net income andehianportant limitations as analyti
tools. Investors should not consider gross margoh @erating margin in isolation or as a substifateanalysis of the Partnershiptesults &
reported under GAAP. Because gross margin and tipgrenargin exclude some, but not all, items thifé¢c net income and are defir
differently by different companies in our industoyr definition of gross margin and operating mangiay not be comparable to similarly tit
measures of other companies, thereby diminishiei thility.

Management compensates for the limitations of groasgin and operating margin as analytical toolsrdyiewing the comparable GA/
measures, understanding the differences betweandhsures and incorporating these insights intdeitssion-making processes.

Adjusted EBITD/

The Partnership defines Adjusted EBITDA as netimedefore: interest; income taxes; depreciationaandrtization; gains or losses on ¢
repurchases and redemptions, early debt exting@steamand asset disposals; and nash risk management activities related to dexie
instruments. Adjusted EBITDA is used as a suppleaaidimancial measure by the Partnership and bgreal users of our financial statem
such as investors, commercial banks and others.

The economic substance behind the Partnershigé of Adjusted EBITDA is to measure the abilifyits assets to generate cash sufficie
pay interest costs, support its indebtedness aikeé whiatributions to its investors.

Adjusted EBITDA is a norGAAP financial measure. The GAAP measures mostctjrecomparable to Adjusted EBITDA are net ¢
provided by operating activities and net incomejuated EBITDA should not be considered as an alitra to GAAP net cash provided
operating activities or GAAP net income. AdjusteBIEDA has important limitations as an analyticabltolnvestors should not consi
Adjusted EBITDA in isolation or as a substitute &gralysis of our results as reported under GAARaBse Adjusted EBITDA excludes so
but not all, items that affect net income and rathcprovided by operating activities and is defidéterently by different companies in ¢
industry, our definition of Adjusted EBITDA may nbé comparable to similarly titled measures of pttenpanies.
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Management compensates for the limitations of AdmuisEBITDA as an analytical tool by reviewing thengarable GAAP measur
understanding the differences between the meaaunkemcorporating these insights into its decigioaking processes.

Distributable Cash Flov

The Partnership defines distributable cash flome@isincome attributable to Targa Resources Pariierplus depreciation and amortizati
deferred taxes and amortization of debt issue ciostisided in interest expense, adjusted for nom-dasses (gains) on mark-toarke
derivative contracts, debt repurchases and redenmtearly debt extinguishments and asset dispdeals maintenance capital expendit
(net of any reimbursements of project costs). Tesisure includes any impact of noncontrolling ixés.

Distributable cash flow is a significant performanmetric used by the Partnership and by externaisusf the Partnership’financia
statements, such as investors, commercial banksesmedrch analysts, to compare basic cash flowsrgex by the Partnership (prior to
establishment of any retained cash reserves bfpdhed of directors of its general partner) to thehcdistributions the Partnership expec
pay the Partnership’s unitholders. Using this rogtiie Partnership’ management and external users of its financiémstents can quick
compute the coverage ratio of estimated cash flowsash distributions. Distributable cash flow lisocaan important financial measure for
Partnership’s unitholders since it serves as aitanar of the Partnership’success in providing a cash return on investng&pecifically, thi:
financial measure indicates to investors whetheradithe Partnership is generating cash flow atellthat can sustain or support an increa
the Partnershig’ quarterly distribution rates. Distributable cdilshv is also a quantitative standard used througjlioe investment commun
with respect to publiclyraded partnerships and limited liability compartesause the value of a unit of such an entityersegally determine
by the unit’s yield (which in turn is based on #mount of cash distributions the entity pays tmisholder).

Distributable cash flow is a ndBAAP financial measure. The GAAP measure most tireomparable to distributable cash flow is netome
attributable to Targa Resources Partners LP. Digible cash flow should not be considered astamative to GAAP net income attributa
to Targa Resources Partners LP. It has importamtaliions as an analytical tool. Investors shoutd consider distributable cash flow
isolation or as a substitute for analysis of osutts as reported under GAAP. Because distributeddd flow excludes some, but not all, it
that affect net income and is defined differentlydifferent companies in the Partnerskidustry, our definition of distributable casbv
may not be comparable to similarly titled measwarfesther companies, thereby diminishing its utility

Management compensates for the limitations of iblistable cash flow as an analytical tool by reviegvthe comparable GAAP measi
understanding the differences between the meaaurkmcorporating these insights into its decisitaking processes.
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Non-GAAP Financial Measures of the Partnership

The following tables reconcile the n@AAP financial measures of the Partnership usethgagement to the most directly comparable G
measures for the periods indicated:

2012 2011 2010
(In millions)
Reconciliation of Targa Resources Partners Ligross margin and operating margin tc
net income:
Gross margir $ 1,004 $ 948.1 $ 771
Operating expenses (313.0) (287.0) (258.6)
Operating margil 691.7 661.1 512.7
Depreciation and amortization expen (197.9 (178.2) (176.2)
General and administrative expen (131.6 (127.9) (122.9)
Interest expense, n (116.9 (207.%) (110.9
Income tax expens 4.2 4.9 4.0
Loss on sale or disposal of ass (15.6¢ (0.2 -
Loss on debt redemption and early debt extinguisits (12.¢) - -
Other, net (10.2) 2.€ 34.i
Targa Resources Partners LP Net income $ 203.: $ 245t $ 134.(
2012 2011 2010
(In millions)
Reconciliation of net cash provided by Targa Resoges Partners LP operating
activities to Adjusted EBITDA:
Net cash provided by operating activit $ 465.. % 400.¢ $ 367.¢
Net income attributable to noncontrolling intere (28.6¢) (41.0 (24.9
Interest expense, net ( 99.2 95.: 74.¢
Loss on debt redemption and early debt extinguistis (12.9) - -
Current income tax expen 2.t 3.5 2.8
Other (2) (6.4) 7.¢ (11.9
Changes in operating assets and liabilities whiddy(provided) casl
Accounts receivable and other as: (96.7) 150.: 71.2
Accounts payable and other liabilities 91.7 (126.]) (84.%)
Targa Resources Partners LP Adjusted EBITDA $ 514.¢ $ 490.t $ 396.1

(1) Net of amortization of debt issuance costs, distamd premium included in interest expense of $17ilbon for 2012; $12.4 million fc
2011; and $6.6 million for 2010. Excludes affili@ed allocated interest expen

(2) Includes equity earnings from unconsolidatedestments —net of distributions, accretion expense associat@d asset retireme
obligations, amortization of stock based compengatioss on sale or disposal of assets, loss agbarddemption and loss on early ¢
extinguishments
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2012 2011 2010
(In millions)

Reconciliation of net income attributable to TargaResources Partners LP to Adjusted

EBITDA:
Net income attributable to Targa Resources Partdfe $ 174.€ $ 2045 3 109.1
Add:

Interest expense, net ( 116.¢ 107.7 110.¢

Income tax expens 4.2 4.2 4.C

Depreciation and amortization expen 197.2 178.2 176.2

Loss on sale or disposal of ass 15.¢ - -

Loss on debt redemption and early debt extinguisits 12.¢ - -

Risk management activitit 5.4 7.2 6.4

Noncontrolling interests adjustment (2) (11.€) (11.1) (10.4)
Targa Resources Partners LP Adjusted EBITDA $ 514.¢ $ 490.t $ 396.]
(1) Includes affiliate and allocated interest expe
(2) Noncontrolling interest portion of depreciation ardortization expense

2012 2011 2010
(In millions)

Reconciliation of net income attributable to TargaResources Partners LP tc

distributable cash flow:
Net income attributable to Targa Resources Partde $ 174.€ $ 2045 3 109.1
Affiliate and allocated interest exper - - 29.¢
Depreciation and amortization expen 197.2 178.2 176.2
Deferred income tax expen 1.7 0.€ 1.2
Amortization in interest expen: 17.€ 12.4 6.1
Loss on debt redemption and early debt extinguistti 12.¢ - -
Loss on sale or disposal of ass 15.€ - -
Risk management activitit 5.4 7.2 6.4
Maintenance capital expenditul (67.€) (81.9) (50.9)
Other (1) (3.5 15.£ (1.0
Targa Resources Partners LP distributable cash flow $ 353.¢ §$ 336.7 $ 277.(

(1) Includes reimbursements of certain environmentainteaance capital expenditures by us and the ndralbng interest portion ¢
maintenance capital expenditures, depreciationraamattization expense
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Financial Information — Partnership versus Non-Panmership

As a supplement to the financial statements indudethis Annual Report, we present the followirdples which segregate our consolid
balance sheet, results of operations and stateofecash flows between Partnership and NRamtnership activities. Partnership results
presented on a common control accounting basig -sdime basis reported in the Partnership’s AnnapbR on Form 10-K (thePartnershi
Form Annual Report”). Except when otherwise noted,remainder of this managemendiscussion and analysis refers to these disagtgn
results.

Balance Sheetr Partnership versus Non-Partnership

December 31, 201 December 31, 201
Targa Targa
Resources Targa Resources Targa
Corp. Resources TRC - Non- Corp. Resources TRC - Non-
Consolidated  Partners LP Partnership ~ Consolidated Partners LP Partnership
(In millions)
ASSETS
Current assett
Cash and cash equivalents $ 76.5 $ 68.C $ 82 % 145.¢ $ 55.6 $ 90.2
Trade receivables, n 514.¢ 514.¢ - 575.7 575.¢ (0.2)
Inventory 99.4 99.4 - 92.2 92.1 0.1
Deferred income taxes ( - - - 0.1 - 0.1
Assets from risk management
activities 29.c 29.c - 41.C 41.C -
Other current assets (1) 13.¢ 3.3 10.1 117 2.7 9.C
Total current assets 733.% 714.¢ 18.4 866.5 767.% 99.7
Property, plant and equipment, at co:
Q) 4,708.( 4,701.. 6.€ 3,821.: 3,786.¢ 34.2
Accumulated depreciation (1,170.0) (1,168.() (2.0 (1,001.6) (980.9) (20.9)
Property, plant and equipment, | 3,538.( 3,533.: 4.8 2,819 2,806.: 13.¢
Long-term assets from risk managen
activities 5.1 5.1 - 10.¢ 10.¢ -
Other intangible assets, r 680.¢ 680.¢ - 1.4 1.4 -
Other long-term assets (3) 147.¢ 91.7 56.1 132.7 72.2 60.£
Total assets $ 5105.( $ 5025. ) $ 79.2 $ 3,831.( $ 3,658.( $ 173.C
LIABILITIES AND OWNERS'
EQUITY
Current liabilities:
Accounts payable and accrued
liabilities (4) $ 679.C $ 639.6 $ 392 % 700.C $ 647.¢ $ 52.2
Affiliate payable (receivable) (¢ - 61.£ (61.9 - 60.C (60.0
Deferred income taxes ( 0.2 - 0.2 - - -
Liabilities from risk management
activities 7.4 7.4 - 41.1 41.1 -
Total current liabilities 686.€ 708.€ (22.0) 741.1 748.¢ (7.€)
Long-term debt (6 2,475.: 2,393.: 82.C 1,567.( 1,477. 89.2
Long-term liabilities from risk
management activitie 4.8 4.8 - 15.¢ 15.¢ -
Deferred income taxes ( 131.2 11.2 120.( 120.t 9.t 111.C
Other long-term liabilities (7) 53.7 47.1 6.C 55.¢ 44.4 11.F
Total liabilities 3,351.¢ 3,165.¢ 186.( 2,500.1 2,296.! 204.(
Total owners' equity 1,753. 1,860.: (106.%) 1,330.° 1,361." (31.0
Total liabilities and owners' equit $ 5,105.C $ 5,025.. $ 79.5 3 3,831.C $ 3,658.C $ 173.(

The major Non-Partnership balance sheet itemserédat

(1) Corporate assets consisting of cash, administratioperty and equipment, and prepaid insurancappbcable

(2) Current and lon-term deferred income tax balanc

(3) Long-term tax assets primarily related to gains on 20bpdown transactions recognized as sales of afssdex purposes
(4) Accrued current employee liabilities related to nadlyand incentive compensation plans and taxeslplay

(5) Intercompany receivable with the Partnership relatethe ongoing execution of the Omnibus Agreerr

(6) Long-term debt obligations of TRC and TF

(7) Long-term liabilities related to incentive compensatians and deferred rent related to the headquantfice lease
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Results of Operation— Partnership versus Non-Partnership

2012

2011

2010

Targa
Resources Resource
Corp.

Consolidatec

Targa

Partners
LP

Targa

Targa

Resources Resource

TRC - Non- Corp.
Partnership Consolidatec

Partners

TRC - Non-

LP Partnership

Targa

Targa

Resources Resource

Corp.
Consolidatec

Partners TRC - Non-

LP Partnership

Revenues (1 $
Costs and
Expenses
Product purchase
Operating
expense:
Depreciation
and amortizatic
2
General
and administra
(3)
Other operating
(income)
expense

5,885.°

4,879.(

313.]

197.¢

139.¢

$ 5,883.¢

4,878.¢

313.(

197.%

(In millions)

$ 21 % 6,994.! $

0.1 6,039.(

0.1 287.]
181.(

136.1

= 0.2

6,987.. $ 7.4

6,039.( -

287.( 0.1

178.2 2.8

127.¢

0.2 =

$ 5,476.:

4,695.¢

259.2

185.5

1444

(4.7)

5,467.( $ 9.1

4,695 (0.2)

258.¢ 0.

~lI

176.2 9.

(¢6)

122.¢ 22.C

(3.9 (1.9

Income from
operations

Other income
(expense)

Interest expense,
net - third party
(4)

Interest expense
intercompany
®)

Equity earnings

Loss on debt
redemption (4

Gain (loss) on
early debt
extinguishment
4)

Gain (loss) on
mark-to-market
derivative
instruments

Other income
(expense)

(120.9)

(11.1)

(1.7)

(8.4)

(7.9)

351.1

(111.7)

- (5.0

(0.6) (1.2)

354.¢ (3.9)

(107.7) (4.0)

(5.0) -

(1.2) -

196.1

(110.9

(17.4

12.5

(0.9)

0.5

217. (21.9)

(81.9) (29.5)

(29.4) 29.4

- (17.9)

26.C (26.4)

- 0.5

Income (loss)
before income
taxes

Income tax
expense

196.2

(36.9)

207.4

(4.2)

(11.2) 242.(

(32.7) (26.6)

249.¢ (7.8)

(4.9) (22.9)

85.¢

(22.5)

138.( (52.2)

(4.0 (18.5)

Net income (loss $

Less: Net income
attributable to
noncontrolling
interests (6)

159.%

121.2

$ 203.:

28.€

$  (439% 2157 $

92.€ 184.;

2455 $  (30.)

41.C 143.5

$ 63.5 $

78.2

1340 %  (70.9)

24.C 53.4

Net income (loss
after
noncontrolling
interests $

38.1

$  174:¢

$ (13653 307 $

2045 $  (173.9

$ (15.0%

109.1 $  (124.)

The major Non-Partnership results of operationsteeto:
(1) Business interruption revenues of $3.0 million &8 million for the years ended December 31, 2&Id 2010 and amortization of Ot
comprehensive incom®OCI”") related to Versado hedges dropped down to the étahip, and OCI related to terminated hed



(2) Depreciation on assets excluded from drop dowrsaetions and corporate administrative as:
(3) General and administrative expenses retained by fER(Bd to its status as a public eni

(4) Interest expense and other gains and losses raétaieRIC and TRI debt obligation

(5) Interest on pi-drop down intercompany debt obligatio

(6) TRC noncontrolling interest in the Partnersi

74




Table of Content

Statements of Cash Flow— Partnership versus Non-Partnership

2012

2011

2010

Targa

Targa

Resources Resource

Corp.
Consolidatec

Partners TRC - Non-
LP

Targa

Targa

Resources Resource

Corp.

Partnership Consolidatec

Partners TRC - Non-
LP

Targa

Targa

Resources Resource

Corp.

Partnership Consolidatec

LP

Partners TRC - Non-
Partnership

Cash flows
from
operating
activities

Net income
(loss) $

Adjustments ti
reconcile ne
income to
net cash
provided by
operating
activities:

Amortization

in interest

expense

Paid-in-kind

interest

expense -

Compensatior

on equity

grants

Interest

expense on

affiliate and
allocated
indebtedness

(1) -

Depreciation

and

amortization

expense (2

Asset

impairment

charges -

Accretion of

asset

retirement
obligations

Deferred

income tax

expense (

Equity

earnings, net

of distributions

(4) -

Risk

management

activities (5)

Loss (gain) or

sale of assel

Loss on debt

redemptior

Loss (gain) or

early debt

extinguishmer

159.5

18.2

17.t

197.¢

4.C

9.C

3.€
15.€

11.1

Payments o

$ 2032 $

(43.9 $

17.¢ 0.€

3.6 13.€

197.c 0.

(¢%]

(1.7)

(In millions)

2154 $

13.C

15.2

181.(

3.6

12

(0.9)

(21.2)

0.2

2455 $ (30.) %

12.¢ 0.€

13.7

178.2 2.8

0.8 11.5

(0.4) -

(16.7) (4.5)

0.2 -

63.5 $

174.5

10.¢

29.¢
(1.5)

17.4

(12.9)

1340 $

6.€

0.4

29.¢

171

3.8

(70.%)

(29.9)

3.4

31.¢

26.1
(1.5)

17.¢

(12.9)



interest on
Holdco loan
facility
Changes in
operating
assets and
liabilities: (6)
Net cast
provided by
(used in)
operating
activities
Cash flows
from
investing
activities
Outlays for
property, plan
and equipmer
(2)
Business
acquisitions,
net of cash
acquired
Investment in
unconsolidate
affiliate
Return of
capital from
unconsolidate
affiliate (4)
Other
Net cast
provided by
(used in)
investing
activities
Cash flows
from
financing
activities
Loan Facilities
- Partnership
Borrowings
Repayment:
Repayment of
affiliated
indebtedness
(1)
Loan Facilities
- Non-
Partnership
Borrowings (7
Repayments
0
Costs incurrec
in connection
with financing
arrangements
(7)
Proceeds fron
sale of
common units
of the
Partnershiy
Distributions
to owners (8

Dividends tc

- - - - - - 0.9 - 0.9

(9.4) 4.4 (13.9) (39.9) (24.2) (15.6) (146.0 13.1 (159.7)
428.2 465.4 (37.9) 379.2 400.¢ (21.6) 205.: 367.¢ (162.7)
(582.)  (582.9) (0.4) (331.9  (328.7) (3.2) (139.9  (137.0 2.9
(996.9)  (996.7) - (156.5)  (156.F) - - - -
(16.9) (16.5) - (21.2) (21.2) - - - -
0.5 0.5 - 3.2 3.2 -

45 1.C 3.E 0.3 0.3 - 4.7 2.1 2.€
(1,590.)  (1,593.9) 3.1 (509.9  (506.) (3.2) (1319 (1316 0.2
2,595.( 2,595 - 2,112.0  2,112.( - 1,593..  1,593. -
(1,690.)  (1,690.) - (2,082.) (2,082.() - (1,057.0  (1,057.0) -
- - - - - - - (737.7) 737.

90.( - 90.( - - - 495.( - 495.(
(96.€) - (96.5) - - - (1,087.9) - (1,087.9)
(16.1) (15.9) (0.9) (6.2) (6.2) - (39.6) (20.2) (19.9)
493.F 554.F (61.0) 298.( 304.1 (6.1) 224 - 224,
(2115  (303.9 92.: (196.5)  (256.6) 60.< (136.9  (183.) 46.:



common and

common

equivalent

shareholder (62.2) - (62.2) (38.2) - (38.2) (210.7) - (210.7
Repurchase o

common stocl

(9) (9.5 - (9.5 - - - (0.7 - (0.7)
Excess tax

benefit from

stock-based

awards 1.3 - 1.3 - - - - - -

Contributions
(distributions)

(10) - 1.C (1.0 - 13.2 (13.2) - (95.9) 95.7
Partnership

equity

transactions

(12) - - - - - - 317.¢ 317.¢ -

Distributions
under commo
control - - - - - - - (68.7) 68.1
Stock options
exercisec - - - - - - 0.¢ - 0.€
Dividends to
preferred
shareholders - - - - - - (238.0) - (238.0)
Net cast
provided by
(used in)
financing
activities 1,093.( 1,140.¢ (47.€) 87. 84.t 2.¢ (137.9) (250.9) 113.(
Net change it

cash and

cash

equivalents (69.5) 12.4 (81.9 (42.¢) (20.7) (21.9) (64.0) (14.6 (49.9
Cash and cas

equivalents,

beginning o

period 145.¢ 55.€ 90.2 188.< 76.% 112.7 252.4 90.¢ 161.t
Cash and cas

equivalents,

end of

period $ 76.2 3 68.C $ 8.

(¢6)

$ 145t $ 55.¢ $ 90.z $ 188.2 $ 76.5 $ 112.]

The major Non-Partnership cash flow items relate to

(1) Affiliated indebtedness that was settled in droprddransactions

(2) Cash and nc-cash activity related to corporate administratisses

(3) Reflects the Partnersl’s state margin tax, and TI's federal and state tax:

(4) Pursuant to the Purchase and Sale Agreement @fdivastream Business acquisition, we were entittecdteive GCF distributions of $:
in 2010.

(5) Non-cash OCI hedge realizations related to predecegsyations

(6) See Balance She- Partnership versus N-Partnership for a description of the MPartnership operating assets and liabilit

(7) Cash activity related to TRC and TRI debt obligasic

(8) TRP cash distributions, including distributionseied by TRC from the Partnership for its genegater interest, limited partner inter
IDRs, and net cash distributions related to nonodiimg interests

(9) Reflects the repurchase of TRC common stoobs femployees to satisfy the employesshimum statutory tax withholdings on -
vested award

(10)Contributions (distributions) to affiliate

(11)Reflects TRP equity offerings, inclusive of TRC ghaise of limited partner units and TRGdditional equity contribution to maintain
2% general partner intere
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Consolidated Results of Operations

The following table and discussion is a summarpwf consolidated results of operations for the yearded December 31, 2012, 2011
2010 (in millions, except operating statistics @anide amounts):

2012 2011 2010 2012 vs. 2011 2011 vs. 2010

Revenue! $ 5885." $ 6,994.! $ 5476.. $  (1,108.9) (16%) $ 1,518.: 28%
Product purchases 4,879.( 6,039.( 4,695.! (1,160.0 (19%) 1,343.! 29%
Gross margin (1 1,006." 955.k 780.¢ 51.2 5% 174.¢ 22%
Operating expenses 313.1 287.1 259.1 26.C 9% 27.¢ 11%
Operating margin (2 693.¢ 668.4 521.: 25.2 4% 147.1 28%
Depreciation and

amortization

expense: 197.¢ 181.C 185.t 16.€ 9% (4.5) (2%)
General and

administrative

expense: 139.¢ 136.1 144.¢ 3.7 3% (8.9 (6%)
Other operating

(income) expense 19.¢ 0.2 (4.7) 19.7 nm 4.€ (104%)
Income from

operations 336.: 351.1 196.1 (14.¢) (4%) 155.( 79%
Interest expense, n (120.9 (111.9) (110.9 (9.7 8% (0.8 1%
Equity earnings 1.¢ 8.8 5.4 (6.9 (78%) 3.4 63%
Loss on debt

redemptior (11.7 - (17.9 (11.7 0% 17.4 (10C%)
Gain (loss) on early

debt

extinguishment, ne .7 - 12.t a.7) 0% (12.5) (10C%)
Loss on mark-to-

market derivative

instruments - (5.0 (0.9 5.C (10C%) (4.6) 1,15(%
Other income

(expense (8.4) 1.2 0.t (7.2 60C% (2.7 (340%)
Income tax expense (36.9) (26.6) (22.5) (10.9) 3% 4.7) 18%
Net income 159.: 215.¢ 63.2 (56.7) (26%) 152.] 24(%
Less: Net income

attributable to

noncontrolling

interests 121.2 184.7 78.% (63.5) (34%) 106.¢ 13€%
Net income (loss

attributable to Targ

Resources Corj 38.1 30.7 (15.0 7.4 24% 457 (305%)
Less:
Dividends on Series |

preferred stocl - - (9.5 - 0% 9.t (10C%)
Dividends to commot

equivalents - - (177.9 - 0% 177.¢ (10C%)
Net income (loss

available to

common

shareholders $ 38.1 $ 30.7 $ (202.9) $ 7.4 24% $ 233.( (115%)
Operating statistics:
Plant natural gas inle

MMcf/id (3) (4) 2,098.: 2,162.: 2,268.( (63.9) (3%) (63.) (3%)
Gross NGL

production, MBbl/d 128.% 123.¢ 121.2 4.8 4% 4.8 4%
Natural gas sale

BBtu/d (4) 927.¢ 779.% 685.¢ 148.: 19% 148.1 22%
NGL sales, MBbl/c 284.k 269.€ 251.k 14.¢ 6% 14.¢ 6%
Condensate sales,

MBbl/d 3.t 3.C 3.t 0.t 17% 0.2 10%

(1) Gross margin is a non-GAAP financial measuné ia discussed under “Managemsriiscussion and Analysis of Financial Condition



Results of Operatior—- How We Evaluate the Partners’s Operation” and“Non-GAAP Financial Measure”
(2) Operating margin is a non-GAAP financial measand is discussed under “Managengitiscussion and Analysis of Financial Condi
and Results of Operatio- How We Evaluate the Partners’'s Operatior” and“Non-GAAP Financial Measure”
(3) Plant natural gas inlet represents the volume tfrabhgas passing through the meter located antbeof a natural gas processing ple
(4) Plant natural gas inlet volumes include producke-in-kind volumes, while natural gas sales exclude predtak+in-kind volumes

2012 Compared to 2011

Revenues, including the impacts of hedging, deeckasie to the impact of lower realized prices ommedities ($1,965.3 million), partia
offset by higher commodity sales volumes ($769.lfion) and higher fee-based and other revenues.8®@lion).

The increase in gross margin reflects lower reverere than offset by lower product purchases.delalitional information regarding t
period to period changes in our gross margins sdeesults of Operations — By Reportable Segment.”

The increase in operating expenses reflects exparssid acquisition activities. See “— Results okf@aions — By Reportable Segmefi
additional discussion regarding changes in opegakpenses.

The increase in depreciation and amortization expeiis attributable to the impact of new assetseglén service as well as assets asso«
with business acquisitions.
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General and administrative expenses increasedochiglier compensation and benefits.

Other operating (income) expense reflects a $15libmloss due to a write-off of the Partnerskliphvestment in the Yscloskey joint vent
processing plant in Southeastern Louisiana. Foligwiurricane Isaac, the joint venture owners etectet to restart the plant. Additiona
other operating (income) expense includes $3.6aniih costs associated with the clagm-and repairs necessitated by Hurricane Isadte
Partnership’s Coastal Straddle plants.

The increase in interest expense was the restiigber borrowings ($22.3 million), offset by a loweffective interest rate ($3.0 million) €
higher capitalized interest ($10.2 million) attrible to major expansion capital projects.

Operations at the Partnership’s ngmerated equity investment, GCF, were impactechbyptanned shutdown of operations that startedhg
the second quarter and completed in the third guaft2012. The planned shutdown was associatdd®@F's 43 MBbl/d capacity expansic
The facility’s operations were also hampered byt4tp issues associated with the expansion. Thistegbin lower equity earnings from t
equity investment for 2012 compared to 2011.

Losses on a debt redemption and early debt exshguents during 2012 are largely attributable tanpuens and writesffs of debt issue cos
in connection with the redemption of the PartngrshB%% Notes due 2016 (the “8%% Notealjd the amendment of the revolving cr
facilities. See Note 10 of the “Consolidated FiriahStatements” of this Annual Report for additibdatails.

The mark-to-market loss in 2011 was attributableinie@rest rate swaps that were dksignated during the second quarter of that
Consequently, the Partnership discontinued hedgeuating on those swaps, and changes in fair vahgecash settlements were recorde
mark-to-market loss. The Partnership terminatedfatt interest rate swaps in 2011 and thereforeamparable loss was recognized in 2012.

The increase in other expenses is attributableds &nd expenses related to the Badlands acquisitio

The decrease in earnings attributable to noncdimgointerests is primarily due to lower Partnepsh@arnings and increased incen
distributions. After adjusting for the impact oktfDRs, the weighted average percentages of thmo@ine allocable to noncontrolling inter
decreased from 70.2% in 2011 to 53.0% in 2012. #attilly, net income attributable to noncontrollimgerests was $12.4 million lower due
increased net income of CBF more than offset byedesed net income of Versado and VESCO, primati/td a weaker price environment.

2011 Compared to 2010

Revenues (including the impacts of hedging) in@dadue to the net impact of higher realized pricesNGLs and condensate ($1,0%
million), higher natural gas and NGL sales volurt®488.4 million) and higher feleased and other revenues ($80.7 million), partiafifget by
lower natural gas prices ($116.8 million) and lowendensate sales volumes ($11.1 million).

The increase in gross margin reflects higher regsmatrtially offset by higher product purchases. &aditional information regarding t
period to period changes in our gross margins sdee'sults of Operations — By Reportable Segment.”

The increase in operating expenses primarily reflewreased compensation and benefits expenses if$lfion), and increased maintena
and fuel costs, utilities and catalyst costs ($16ibion). See “— Results of Operations — By Segthdor additional discussion regard
changes in operating expenses.

The decrease in depreciation and amortization esgenf $4.5 million was driven by an impairmentrgeain 2010 ($10.8 million) related
idled terminal and processing assets, plus adsatdecame fully depreciated in 2010 ($2.2 millidrgctors that partially offset this decre
were: (1) depreciation on assets and expansiohsvira placed in service during 2010 and had aykdrr of expense in 2011 ($4.1 million);
the impact of Petroleum Logistics acquisitions @12 ($2.0 million); and (3) expansion projects tvant online during 2011 ($4.4 million).
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General and administrative expenses decreasedn§iBi@n, primarily due to lower professional sergidees in 2011, as compared to 2!
when we incurred professional fees associatedauitiPO and drop-down transactions.

Interest expense was essentially flat as higherest expense ($26.3 million) from an increaséiirdiparty debt obligations of the Partners
was offset by lower interest expense ($25.5 mijlivom a reduction in our outstanding borrowings.

The increase in loss on mark+tarket derivative instruments ($4.6 million) isribititable to a portion of interest rate swaps tationge
qualified for hedge accounting treatment as of Gatyr 11, 2011.

At December 31, 2011 our ownership in the Partiprafas 16.5% versus 17.1% at yesd 2010. After adjusting for the impact of
incentive distribution rights, our weighted averggecentages of the net income of the Partnership #9.8% in 2011 and 35.5% in 2010.
dilution of our earnings of the Partnership is auteof our sale of common units in April 2010 (6%his impact was partially offset
issuance of common units to us associated witrasisets dropped down to the Partnership, which e offset by an increasing shart
earnings from our ownership of the IDR(1%) due to increased distributions from the riaship. Additionally, $16.1 million of the incres
was due to increased net income subject to norabnyy interest for CBF, Versado and VESCO.

Results of Operatior—ByYy Reportable Segment

We have segregated the following segment operatiaggins between Partnership and TRC NRamtnership activities. Partnership activi
have been presented on a common control accoubéisig which reflects the dropdown transactions betwTarga and the Partnership i
they occurred in prior periods. TRC N@&artnership segment results include certain assedsliabilities contractually excluded from
dropdown transactions and certain historical hextg®ities that could not be reflected as such u@#AP in the Partnership common con
results. See “—Financial Information — Partnersigosus Non-Partnership.”

Partnership

Field
Gathering Coastal Marketing Consolidated
and Gathering and Logistics and TRC Non- Operating
Processing Processing Assets Distribution Other Partnership Margin
(In millions)
2012 $ 2312 $ 1151 $ 188.: $ 116.C $ 411 $ 1¢ $ 693.¢
2011 287.¢ 174.% 123.1 113.¢ (37.€) 7.2 668.<
2010 236.¢ 107.¢ 83.¢ 80.t 4.C 8.€ 521.:
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Results of Operations of the Partnersh— By Reportable Segment
Gathering and Processing Segments

Field Gathering and Processing

2012 2011 2010 2012 vs. 201 2011 vs. 201!
(% in millions)
Gross margir $ 357.¢ $ 403.¢ $ 338.¢ $ (46.2) (11%) $ 64.¢ 19%
Operating expenses 126.2 115.7 102.2 10.5 9% 13.5 13%
Operating margin $ 231.: $ 287.¢ 3% 236.¢ $ (56.7) (20%) $ 51.2 22%
Operating statistics
(1):
Plant natural gas inle
MMcf/d (2),(3)
Sand Hills 145.2 134.2 128.7 11.C 8% 5.E 4%
SAOU 124.¢ 111.C 99.¢ 13.¢ 12% 11.2 11%
North Texas Systel 244t 203.t 180.4 41.C 20% 23.1 13%
Versado 167.¢ 162.¢ 178.¢ 4.€ 3% (16.0 (9%)
681.¢ 611.t 587.% 70.4 12% 23.¢ 4%
Gross NGL
production, MBbl/d
Sand Hills 16.¢ 15.7 14.¢ 1.2 8% 0.¢ 6%
SAOU 19.2 17.4 15.5 1.8 10% 2.1 14%
North Texas Systel 26.€ 22.€ 20.7 3.9 17% 2.2 11%
Versado 19.7 18.2 20.4 1.5 8% (2.2 (11%)
82.€ 74.2 71.2 8.4 11% 3.C 4%
Natural gas sale
BBtu/d (3) 325.( 285.t 258.€ 39.t 14% 26.¢ 10%
NGL sales, MBbl/c 68.t 59.¢ 56.€ 8.7 15% 3.2 6%
Condensate sales,
MBbl/d 3.2 2.8 2.¢ 0.4 14% (0.3 (3%)
Average realized
prices (4):
Natural gas, $/MMBt 2.6C 3.8C 4.0¢ (2.20 (32%) (0.29) (7%)
NGL, $/gal 0.87 1.2 0.9z (0.3¢) (29%) 0.3C 32%
Condensate, $/Bl 88.4¢ 91.5¢ 75.4¢ (3.0¢) (3%) 16.07 21%

(1) Segment operating statistics include the effeéht@isegment amounts, which have been eliminatad the consolidated presentation.
all volume statistics presented, the numeratdrgstodtal volume sold during the quarter and theod@nator is the number of calendar ¢
during the quartel

(2) Plant natural gas inlet represents the volume tfrabhgas passing through the meter located antbeof a natural gas processing ple

(3) Plant natural gas inlet volumes include producke-in-kind volumes, while natural gas sales exclude predtek«-in-kind volumes

(4) Average realized prices exclude the impact of haglgictivities presented in Oth:

2012 Compared to 2011

The decrease in gross margin was primarily duewet commodity sales prices, partially offset bghar throughput volumes. The increas
plant inlet volumes was largely attributable to neell connects, particularly North Texas, Sand $Hdhd SAQU, partially offset by pipeli
curtailments and operational issues.

The increase in operating expenses was primariégytduadditional compression related expenses dsgsiem expansions and higher sy
maintenance and repair costs.

2011 Compared to 2010

The increase in gross margin for 2011 was primatilg to higher NGL and condensate sales pricebghigatural gas and NGL volumes
higher feebased and other revenues, partially offset by higieduct purchases, lower natural gas sales peoéslower condensate s:¢
volumes. The increase in plant inlet volumess largely attributable to new well connects, ipatarly at North Texas and SAOU. These fac
were partially offset by the impact of severe calelather, operational outages in 2011 and productémiines at our Versado system. Nai
gas sales increased due to higher throughput dedraase in take-in-kind volumes.
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The increase in operating expenses was primargytdunigher fuel, utilities and catalysts expenbsggher system maintenance expenses d
by severe cold weather and operational outage®11,2higher compensation and benefit costs andehigbntract and professional sen
expenses.

Coastal Gathering and Processing

2012 2011 2010 2012 vs. 201. 2011 vs. 201!
(% in millions)

Gross margir $ 162.2 $ 221¢ $ 1512 $ (59.9 (27%) $ 70.2 47%
Operating expenses

(1) 47.1 47.: 43.. (0.2) (%) 3. 9%
Operating margin $ 115.1 $ 174 $ 107.¢ $ (59.9) (34%) $ 66.5 62%
Operating statistics

2):

Plant natural gas inle
MMcf/d (3),(4)

LOU (5) 260.¢ 175.7 184.¢ 84.¢ 48% (8.9 (5%)
Coastal Straddle 676.z 876.4 1,068.- (200.2) (23%) (192.0 (18%)
VESCO 479.¢ 498.t 427.2 (18.9) (4%) 71.2 17%
1,416. 1,550.¢ 1,680.: (134.2) (9%) (129.9) (8%)
Gross NGL
production, MBbl/d
LOU 8.€ 7.4 7.2 1.2 16% 0.2 3%
Coastal Straddle 15.4 16.5 19.7 (1.7 (7%) (3.9 (16%)
VESCO 22.1 25.¢ 23.2 (3.9) (15%) 2.7 12%
46.1 49.¢ 50.1 (3.7) (7%) 0.9 (1%)
Natural gas sale
BBtu/d (4) 298.t 268.4 294.% 30.1 11% (25.9) (9%)
NGL sales, MBbl/c 42t 43.5 43.7 (1.0) (2%) (0.9) (%)
Condensate sales,
MBbl/d 0.2 0.2 0.t - - (0.2) (40%)
Average realized
prices:
Natural gas, $/MMBt 2.7¢ 4.02 4.4¢ (1.2¢9) (31%) (0.4¢) (10%)
NGL, $/gal 0.9¢ 1.31 1.0¢ (0.35) (27%) 0.2¢ 27%
Condensate, $/Bl 103.57 105.1( 78.8:- (1.59) (1%) 26.2¢ 33%

(1) Costs associated with the clagm-and repair of Coastal Straddle plants resultiogn Hurricane Isaac are reported as Other Opg
Expenses and thus are not reflected in operatingim:

(2) Segment operating statistics include intersegmerttuaits, which have been eliminated from the codatdid presentation. For all volu
statistics presented, the numerator is the tothlmve during the quarter and the denominator isntivaber of calendar days during
quarter.

(3) Plant natural gas inlet represents the volume of nagaalpassing through the meter located at thedhi@matural gas processing ple

(4) Plant natural gas inlet volumes include producer -in-kind volumes, while natural gas sales exclude predtak«-in-kind volumes

(5) Includes volumes from the Big Lake processing pétjuired in July 201:

2012 Compared to 2011

The decrease in gross margin was primarily duew@t commaodity sales prices, less favorable fraeapand lower throughput volumes. "
decrease in plant inlet volumes was largely attable to the decline in offshore and sffstem supply volumes and planned operat
outages at VESCO in the second quarter of 2012yedlsas the impact of Hurricane Isaac in the thguarter of 2012 and the pdshaax
shutdown of the Yscloskey plant. The volume de@sagere partially offset by increased LOU suppliuates, the July 2012 acquisition of
Big Lake plant and gas purchased for processingeEE8CO and Lowry. NGL production and sales at LOUréased on higher through
volumes, partially offset by lower average systaqitls content of the natural gas. Natural gasssatdumes increased due to an increa
demand from industrial customers and increased $alether reportable segments for resale.

Operating expenses were relatively flat as higlystesn maintenance and repair costs at VESCO wdsetdby operating cost reductic
attributable to the Yscloskey and Calumet plantdbwns in 2012.
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2011 Compared to 2010

The increase in gross margin is primarily attritalgato higher NGL and condensate sales pricesréé® frac spread as a result of low
prices relative to NGLs and crude oil, a significarcrease in higher GPM keeyhole volumes at VESCO and the Lowry processingifia
and higher system average GPM at LOU, largely duadreased traditional wellhead volumes. The desaén plant inlet volumes was larg
attributable to a decline in other offshore andsy$tem supply volumes. Despite the lower inlet weda, NGL production and sales volul
remained relatively flat as a result of the abaweationed higher GPM gas and the optimization afubghput to more efficient, higher recov
plants. Natural gas sales volumes decreased diseves demand from industrial customers and lowéesséo other reportable segments
resale.

The increase in operating expenses was primarity tduhigher contract and professional service esggnhigher miscellaneous and o
expenses, higher operating expenses on non-opgoaiegentures and a decrease in recovery of esgehy an operated joint venture.

Logistics and Marketing Segmen

Logistics Asset

2012 2011 2010 2012 vs. 2011 2011 vs. 2010
($ in millions)

Gross margit $ 286.C $ 2211 % 171« $ 64.¢ 29% $ 49.7 29%
Operating expenses 97.7 98.C 87.€ (0.9 (%) 10.4 12%
Operating margin $ 188.1 $ 123.1 $ 83.t $ 65.2 53% $ 39.¢ 47%
Operating statistics

1):
Fractionation volume

MBbl/d 299.7 268.< 230.¢ 30.€ 11% 37.€ 16%
Treating volumes,

MBbl/d (2) 22.L 15.2 18.C 7.1 46% 2.7 (15%)

(1) Segment operating statistics include intersegmerttuaits, which have been eliminated from the codatdid presentation. For all volu
statistics presented, the numerator is the totaime sold during the quarter and the denominatttéshumber of calendar days during
quarter.

(2) Includes the volumes related to the natural gasdiydrotreater at the Mt. Belvieu facilit

2012 Compared to 2011

The increase in gross margin was primarily duenttréased export and storage fee revenue, highetingevolumes, increased petrole
logistics activities and higher fractionation volesa Exporting and storage fees increased due toehigxport shipments. Treating f
increased due to the operational startup of thedrem treating and deentanizer units in the first quarter of 2012 amcréased hydrotreati
fees associated with increased volumes in 2012nifating gross margin for 2012 improved as a restilthe impact of the October 2(
Sound Terminal acquisition. Higher fractionatiorluroes and fees were primarily attributable to tlexl& Bayou facility Train 3 expans
which came on line in mid-year 2011, partially etf&y the impact of lower fuel prices which pagetigh to expenses.

Operating expenses were essentially flat as fal®rappstem product gains and lower fuel costs (whielie a corresponding impact
fractionation revenues) were offset by higher ofiegacosts due to greater hydrotreating, benzemkdmpentanizer unit rutimes, highe
maintenance activities, and the impact of a fubllive months in 2012 of operating costs associatddpetroleum logistics operations acqu
in April and October of 2011.

2011 Compared to 2010

The increase in gross margin was primarily dueighdr fractionation and treating revenue, highemtealing and storage revenue and hi
fee-based and other revenue. Higher fractionageenues were driven by the expansion at CBF. LStEBomers, contractually bound to take
or-pay contracts for treating services, decided notige their reserved throughput in the fourth quanfe2011, leading to lower treati
volumes compared to 2010. The increase in ternmgadind storage revenue was partially due to theadtnpf propane and normal but
exports. The increase in fee-based and other revisrdue to the 2011 acquisitions of petroleum iesling assets.
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The increase in operating expenses was primarigytdinigher utilities, power and catalyst costa assult of the expansion of the CBF faci
higher compensation and benefits expense, systanteanance costs, and contract and professionaicesriees, partially offset by an incre
in system product gains as a result of increasddmes at the expanded CBF, which provides moreréble product upgrades. Higl
operating expenses also reflect the 2011 acquisitid petroleum terminaling assets.

Marketing and Distribution

2012 2011 2010 2012 vs. 201 2011 vs. 201!
(% in millions)

Gross margir $ 1541 % 156.2 $ 1251 $ (2.9 (1%) $ 31.1 25%
Operating expenses 38.1 43.C 44.¢ (4.9 (11%) (1.8 (4%)
Operating margin $ 116.( $ 113.¢ $ 80t $ 2.€ 2% $ 32.¢ 41%
Operating statistics

(1):
Natural gas sale

BBtu/d 1,105.( 877.¢ 634.¢ 227.% 26% 242.¢ 38%
NGL sales, MBbl/c 289.¢ 272.t 246.7 17.2 6% 25.¢ 10%
Average realized

prices:
Natural gas, $/MMBt 2.7¢4 3.94 4.31 (1.20 (30%) (0.37) (9%)
NGL realized price

$/gal 0.9¢ 1.34 1.1C (0.3¢) (27%) 0.24 22%

(1) Segment operating statistics include intersegmerauats, which have been eliminated from the codatdid presentation. For all volu
statistics presented, the numerator is the totaime sold during the quarter and the denominatttéshnumber of calendar days during
quarter.

2012 Compared to 2011

The decrease in gross margin was primarily due touah weaker price environment and lower bargeviagtin 2012, partially offset
increased LPG export activity, increased truckiotvity, favorable shorterm wholesale propane marketing opportunitiestagbler NGL an
natural gas sales volumes.

Operating expenses decreased due to lower baig#yaict 2012 compared to 2011, partially offsetibgreased truck operating costs.
2011 Compared to 2010

The increase in gross margin was primarily dueighdr NGL sales prices, higher natural gas and &@es volumes and increased beese
and other revenues, partially offset by increasextiyoct purchases, lower natural gas sales pricddaver condensate sales volumes. !
sales volumes rose on increased demand from imaustistomers and from increased export sales.rillagias sales volumes increased dt

higher natural gas purchases which resulted iremental increases in volumes processed by othertedgpe segments.

Operating expenses decreased due to lower railggnses and contractor and professional services feartially offset by higher syst
maintenance costs and compensation and benefiénsas.

Other
2012 2011 2010 2012 vs. 2011 2011 vs. 201(
(In millions)
Gross margin $ 411 $ (37.6) $ 4C $ 78.7 $ (41.¢€)
Operating margin $ 411 % (37.6) $ 4C $ 787 3 (41.6)

Other contains the financial effects of the Paghigr's hedging program on operating margin. It typicadlgresents the cash settlements o
Partnership’s derivative contracts. Other alsoudek deferred gains or losses on previously tetetinar dedesignated hedge contracts tha
reclassified to revenues upon the occurrence ofitigkerlying physical transactions.

The primary purpose of the Partnershippmmodity risk management activities is to marieggexposure to commodity price risk and rec
volatility in its operating cash flow due to fluetiions in commodity prices. The Partnership hagieddhe commodity price associated wi
portion of its expected (i) natural gas equity vois in Field Gathering and Processing OperatiodgigrNGL and condensate equity volur
predominately in Field Gathering and Processinwals as in the LOU portion of the Coastal Gatherargl Processing Operations that re
from its percent of proceeds processing arrangemententering into derivative instruments. Becatle Partnership is essentially forw
selling a portion of its plant equity volumes, thdgdge positions will move favorably in periodgalfing prices and unfavorably in periods
rising prices.
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The following table provides a breakdown of thetRenship’s hedge revenue by product:

2012 2011 2010 2012 vs. 201. 2011 vs. 201(

(In millions)
Natural gas $ 33.¢ 3 212 % 202 % 12¢ $ 1.C
NGL 9.1 (53.]) (14.2) 62.2 (38.9)
Crude oil (1.9) (5.7) (2.0) 3. (3.7)
$ 411 $ (37.6 $ 4C $ 787 $ (41.6)

The increase in gross margin from risk managemetitites between 2012 and 2011 was primarily duelécreasing natural gas, NGL
crude oil prices.

The decrease in gross margin from risk managenutiitees between 2011 and 2010 was primarily dutreasing NGL and crude oil pric
partially offset by decreasing prices of naturad.ga

Our Liquidity and Capital Resources

We have no separate, direct operating activitiegtdpom those conducted by the Partnership. A& ,saar ability to finance our operatio
including payment of dividends to our common stadlbrs, funding capital expenditures and acquis#joor to meet our indebtedn
obligations, will depend on cash inflows from figwash distributions to us from our interests & Bartnership. The Partnership is require
distribute all available cash at the end of eaddrtgu after establishing reserves to provide fergioper conduct of its business or to provid
future distributions. See “Item 1A. Risk Factor8s of February 15, 2013, our interests in the Rastmp consist of the following:

* a 2% general partner interest, which we hold thihooigr 100% ownership interest in the general pahée Partnershig
« all of the outstanding IDRs; at
» 12,945,659 of the 101,788,617 outstanding commadts ohthe Partnership, representing a 12.7% lidhgtartnership interes

Based on our anticipated levels of the Partnerstoperations and absent any disruptive events,elevie that internally generated cash fl
borrowings available under the TRP Revolver ancg@eds from unit offerings should provide sufficieasources to finance its operatic
capital expenditures, longrm debt obligations, collateral requirements aridimum quarterly cash distribution for at least thext twelv
months.

Our future cash flows will consist of distributiots us from our interests in the Partnership, fiawhich we intend to make quarterly ¢
dividends to our stockholders from available c&dsed on our anticipated levels of distributioret tie expect to receive from the Partner:
cash generated from this interest should providiicgnt resources to finance our operations, léegn debt and quarterly cash dividends fi
least the next twelve months.

The impact on us of changes in the Partnershigidution levels will vary depending on severattéas, including the Partnershéptota
outstanding partnership interests on the recore fttthe distribution, the aggregate cash distiiims made by the Partnership and the inte
in the Partnership owned by us. If the Partnersigpeases distributions to its unitholders, inchgdus, we would expect to increase divide
to our stockholders, although the timing and amairguch increased dividends, if any, will not nesaily be comparable to the timing
amount of the increase in distributions made byRhgnership. In addition, the level of distribusowe receive and of dividends we pay tc
stockholders may be affected by the various risse@ated with an investment in us and the undeglpusiness of the Partnership. Please
“Item 1A. Risk Factors” for more information abdbe risks that may impact your investment in us.
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As of February 1, 2013, our liquidity consistedtué following:

February 1,
2013

(In millions)
Cash on han $ 10.€
Total availability under TRC's credit facili 150.(
Less: Outstanding borrowings under TRC's creditifac (87.0
Less: Outstanding letters of credit outstandingenridRC's credit facility -
Total liquidity $ 73.€

Subsequent Event
On January 15, 2013, the Partnership announcedhé@dioard of directors of its general partner aex a quarterly distribution for the th
months ended December 31, 2012 of $0.68 per comumdnor an annual rate of $2.72 per common uniitis Tistribution was paid «
February 14, 2013. Based on these current disimibuates, we will receive approximate distribuion future quarters and years of:

«  $8.8 million or $35.2 million annually based on @@mmon unit ownership in the Partnership;

o $20.1 million or $80.3 million annually based orr ¢DRs; and

e $1.8 million or $7.3 million annually based on @% general partner interests.
We intend to pay to our stockholders, on a quarteakis, dividends equal to the cash the Partredikiributes to us based on our ownersh
Partnership securities, less the expenses of kmeipgblic company, other general and administragixeenses, federal income taxes, ca

contributions to the Partnership and reserves ksitald by our board of directors.

The following table details the dividends declagetti/or paid since our initial public offering on é@enber 10, 2010 through December
2012:

Dividend
Declared per
Total Amount of Accrued Share of
Three Months Dividend Dividend Dividends Common
Ended Date Paid Declared Paid (1) Stock
(In millions, except per share amounts
2012
December 31, 201 February 15, 201 $ 194 $ 19.C $ 04 $ 0.4575(
September 30, 201 November 15, 201 18.C 17.2 0.7 0.4225(
June 30, 201 August 15, 201. 16.7 16.1 0.€ 0.3937!
March 31, 201: May 16, 201z 15.5 15.C 0.t 0.3650(
2011
December 31, 201 February 15, 201 $ 14: % 136 $ 0 $ 0.3362
September 30, 201 November 15, 201 13.C 12.€ 0.4 0.3075(
June 30, 201 August 16, 201: 12.: 11.¢ 0.4 0.2900(
March 31, 201: May 13, 2011 11.€ 11.2 0.4 0.2725(
2010
December 31, 201 February 14, 201 $ 2€ % 25 % 01 $ 0.0616( (2)

(1) Represents accrued dividends on the restricteeéslilaat are payable upon vesti
(2) Represents a prorated dividend for the portiomeffourth quarter of 2010 that the Company wasipL

We have sulfficient liquidity to satisfy a $70.6 haih tax liability over the next 12 years relatedour sales of assets to the Partnership.
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The Partnership’s Liquidity and Capital Resources

The Partnership’s ability to finance its operatiomscluding funding capital expenditures and acifjoiss, meeting the Partnership’
indebtedness obligations, refinancing its indebésdrand meeting its collateral requirements witleshel on its ability to generate cash in
future. The Partnership’ability to generate cash is subject to a numbéaators, some of which are beyond its controle3éninclude weath:
commodity prices (particularly for natural gas aw@Ls) and ongoing efforts to manage operating castsmaintenance capital expenditt
as well as general economic, financial, competitiegislative, regulatory and other factors.

The Partnershig main sources of liquidity and capital resouraesiaternally generated cash flow from operatidrsrowings under the TF
Revolver, the issuance of additional common unitd access to debt markets. The capital marketancento experience volatility. T
PartnershipB exposure to current credit conditions includescitedit facility, cash investments and countegpg@erformance risks. Tl
Partnership continually monitors its liquidity atite credit markets, as well as events and circumstasurrounding each of the lenders t
TRP Revolver.

As of February 1, 2013, the Partnership’s liquidionsisted of the following:

February 1,
2013

(In millions)
Cash on han $ 124.f
Total availability under the TRP Revolv 1,200.(
Less: Outstanding borrowings under the TRP Rewc (480.0)
Less: Outstanding letters of credit outstandingeurtde TRP Revolver (45.7)
Total liquidity $ 798.¢

The Partnership may issue additional equity or delgurities to assist it in meeting future liqudénd capital spending requirements.
Partnership filed with the SEC a universal sheaffisgation statement (the “2010 Shelfijhich provides it with the ability to offer and kah
unlimited amount of debt and equity securities,jactbto market conditions and the Partnershigapital needs. Over the last two years
Partnership conducted four equity offerings untler2010 Shelf with proceeds totaling $1,019.3 milliThe 2010 Shelf expires in April 2013.

The Partnership also filed with the SEC a univessallf registration statement that allows the Rasinip to issue up to an aggregate of !
million of debt or equity securities (the “2012 $He In August 2012, the Partnership entered iatoEquity Distribution Agreement (“EDA”
with Citigroup Global Markets Inc. (“Citigroup’pursuant to which the Partnership may sell, abpison, up to an aggregate of $100 milliol
its common units through Citigroup, as sales agemder the 2012 Shelf. Settlement for sales of commmits will occur on the third busin
day following the date on which any sales were madeturn for payment of the net proceeds to therfership. As of December 31, 2C
there were no sales of common units pursuant soptogram. However, during the first quarter of 20the Partnership sold securities ul
the program. SeeSubsequent Evenitdelow. The 2012 Shelf expires in August 2015.

Subsequent Event

In 2013, the Partnership issued 1,679,848 commass and received proceeds of $64.1 million, neR% commission fees, pursuant to
EDA. In addition, we contributed $1.3 million to m&in our 2% general partner interest.

In January 2013, the Partnership entered into etsufitization Facility that provides up to $200 Iroih of borrowing capacity at favoral
commercial paper rates through January 2014. UtlderSecuritization Facility, one of the Partnepsiconsolidated subsidiaries (Ta
Ligquids Marketing and Trade LLC or “TLMT") sells a@ontributes receivables to another of the Partig's consolidated subsidiaries (Ta
Receivables LLC or “TRLLC")a special purpose consolidated subsidiary createthé sole purpose of this Securitization FacilftiRLLC, in
turn, sells an undivided percentage ownershipéreligible receivables, without recourse, to adpiarty financial institution. Receivables uj
the amount of the outstanding debt under the Semation Facility are not available to satisfy ttlaims of the creditors of us or TLMT. A
excess receivables are eligible to satisfy therdaif creditors of us or TLMT. Total funding undhis Securitization Facility in January 2(
was $171.4 million.
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Risk Managemen

The Partnership evaluates counterparty risks klédeits commodity derivative contracts and tradedit. The Partnership has all of
commodity derivatives with major financial instituts or major oil companies. Should any of thesarftial counterparties not perform,
Partnership may not realize the benefit of somisafiedges under lower commodity prices, which ddwdve a material adverse effect ol
results of operation. The Partnership sells itsinahigas, NGLs and condensate to a variety of @s@fs. Norperformance by a trade cred
could result in losses.

Crude oil, NGL and natural gas prices are alsotileldn an effort to reduce the variability of tRartnerships cash flows, the Partnership
hedged the commodity price associated with a poribits expected natural gas equity volumes thinoRg15 and its NGL and condens
equity volumes through 2014 by entering into ddisainstruments including swaps and purchased fmutfloors). With these arrangeme!
the Partnership has attempted to mitigate its axjgo® commodity price movements with respectsdatecasted volumes for this period.
“Quantitative and Qualitative Disclosures About Ketr Risk—Commodity Price Risk.The current market conditions may also impac
Partnership’s ability to enter into future commgdierivative contracts.

The Partnershig risk management position has moved from a nleditiaposition of $5.0 million at December 31, 20fo a net asset positi
of $22.2 million at December 31, 2012. Aggregatevird prices for commodities are below the fixeitgs the Partnership currently expec
receive on those derivative contracts, creatingetaasset position. Consequently, the Partnershéppected future receipts on deriva
contracts are greater than its expected future paggnThe Partnership accounts for derivativesrthiggate commodity price risk as cash fl
hedges. Changes in fair value are deferred in @@llthe underlying hedged transactions settle.

Working Capital

Working capital is the amount by which current éssxceed current liabilities. On a consolidatesidat the end of any given month, acco
receivable and payable tied to commodity sales@ndhases are relatively balanced with receivafite® NGL customers offset by ple
settlements payable to producers. The factorstyfpitally cause overall variability in the Partnigigss reported total working capital are:
the Partnershig cash position; (2) liquids inventory levels ahdit valuation, which the Partnership closely masagnd (3) changes in
fair value of the current portion of derivative t@tts.

For 2012, the Partnership’s working capital decedasy $12.1 million primarily due to an increasenin-commodity accounts payable
accrued liabilities of $90.5 million and an increas accounts payable, net of receivables, for codities of $32.8 million, partially offset |
increases in the net current portion of derivatioatracts of $22.0 million, cash of $12.4 millienyentory of $7.3 million and nonbemmaodity
receivables of $4.7 million. The impact of the Badls acquisition was an increase in working capite$16.2 million, primarily acquire
inventory.

Based on the Partnership’s anticipated levels afrafpns and absent any disruptive events, we Jeelibat the Partnership’internally
generated cash flow, borrowings available undefMRE Revolver and proceeds from unit offerings deldt offerings should provide suffici
resources to finance its operations, capital exipems$, longterm debt obligations, collateral requirements amidimum quarterly cas
distributions for at least the next twelve months.

A significant portion of the Partnershiptapital resources may be utilized in the forntetiers of credit to satisfy certain counterpangdii
requirements. While the Partnership’s credit ratiag improved over the last year, these lettersedfit reflect its nonavestment grade stat
as assigned to us by Moody’s Investors Service,dnd Standard & Poor’s Corporation, and countéigmiviews of the Partnershipfinancia
condition and ability to satisfy its performancelightions, as well as commaodity prices and othetdis. As of December 31, 2012,
Partnership had $45.3 million in letters of cremitstanding.
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Cash Flow

The following table and discussion summarize oursotidated cash flows provided by or used in ojrgadctivities, investing activities a
financing activities for the periods indicated. S8&atement of Cash Flows — Partnership versus Ramrershipfor a detailed presentation
cash flow activity:

Targa
Resources Targa

Corp. Resources TRC - Non-
2012 Consolidated  Partners LP Partnership
Net cash provided by (used il (In millions)
Operating activitie! $ 428.2 $ 465.¢ $ (37.2)
Investing activities (1,590.9) (1,593.9 3.1
Financing activitie: 1,093.( 1,140.¢ (47.9)
2011
Net cash provided by (used il
Operating activitie! $ 379.: % 400.¢ $ (21.¢)
Investing activities (509.9) (506.7) (3.2
Financing activitie: 87.4 84.t 2.€
2010
Net cash provided by (used ii
Operating activitie! $ 2052 $ 367.¢ $ (162.7)
Investing activities (131.9 (131.¢ 0.2
Financing activitie: (237.9 (250.9) 113.(

Cash Flow from Operating Activities - Partnership

The Consolidated Statement of Cash Flows includethé Partnership’ historical consolidated financial statements eygplthe tradition:
indirect method of presenting cash flows from ofiegaactivities. Under the indirect method, nettcgsovided by operating activities
derived by adjusting the Partnership’s net incoorenbneash items related to operating activities. Anraliéve GAAP presentation emplc
the direct method in which the actual cash receiptboutlays comprising cash flow are presented.

The following table displays the Partnerskipperating cash flows using the direct method asu@plement to the presentation in
Partnership’s financial statements:

2012 2011 2010 2012 vs. 201 2011 vs. 201
(In millions)
Cash flows from operating activities:
Cash received from custome $ 5,948.¢ $ 6,916.C $ 5,400.. $ (967.) $ 1,515.¢
Cash received from (paid to) derivative counteipa 47.: (56.€) 38.1 103.¢ (94.9)
Cash outlays for
Product purchase (4,972.9 (5,960.) (4,643.) 987.2 (1,316.9)
Operating expenst (339.6) (286.)) (274.¢ (53.5) (11.5)
General and administrative expen (117.9 (124.7) (85.9) 6.2 (38.9)
Cash distributions from equity investme 1.8 8.3 5.4 (6.5) 2.¢
Interest paid, net of amounts capitalized (92.5 (92.9) (68.7) 0.2 (24.0
Income taxes pai (2.2 (2.5 (3.1 0.2 0.€
Other cash receipts (payments) (7.€) (1.3 0.2 (6.3 (1.5)
Net cash provided by operating activities $ 465.. $ 400.¢ $ 367.¢ $ 645 $ 33.(

(1) Net of capitalized interest paid of $13.6 milli&8.4 million and $1.3 million included in investimgtivities for 2012, 2011 and 201

Lower aggregate commodity prices were the primacggdr in the changes in cash from customers, gash derivative contracts and cash |
for purchases in 2012 compared to 2011. In 20E2Ptdrtnershi derivative settlements were a net cash inflovgpgesed to a net outflow
2011. The change in cash related to derivative teoparties reflects lower aggregate commodity grimempared to the higher aggregate 1
prices we receive on those derivative contracte ifitcrease in cash payments in other cash rec@pisnents) during 2012 was mai
attributable to the fees related to the Badlandsiiadion.
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Higher aggregate commodity prices were the prinfiacyor in the changes in cash from customers, frash derivative contracts, cash paid
purchases in 2011 compared to 2010. In 2011, thedtahips derivative settlements were a net cash outflewpmposed to a net inflow
2010. The change in cash paid to derivative copatties reflects higher aggregate commodity pramapared to the lower aggregate fi
prices we receive on those derivative contractmyanent for interest rate swaps terminated in theumt of $23.0 million, and total payme
for ethane call options in the amount of $1.5 roili

Cash Flow from Operating Activities - Non-Partnépsh

The operating activities of TRC — Ndartnership are primarily related to interest, saxetained general and administrative expense
business interruption insurance proceeds.

Cash Flow from Investing Activities - Partnership

The increase in net cash used in investing aaiifor 2012 compared to 2011 was primarily due rtarerease in outlays for busin
acquisitions of $839.7 million and current capitatpansion projects of $289.0 million, partially s#f by lower maintenance cap
expenditures of $5.8 million.

Net cash used in investing activities increase®3%4.5 million for 2011 compared to 2010. The iaseewas primarily due to the Partner’s
petroleum logistics acquisitions of $156.5 milliand a $157.0 million increase in expansion cajpitajects in gathering and processing a:
and in fractionation capacity. The Partnership alsested $21.2 million in equity contributions esisited with the expansion of fractiona
capacity at GCF.

Cash Flow from Investing Activities — Non-Partnépsh

The increase in net cash provided by investing/giets for 2012 compared to 2011 was primarily doe transfer of corporate administra
assets from us to the Partnership and a decreasgiital expenditures.

During 2011, NorRartnership net cash used in investing activitiessisted of $3.2 million in outlays for corporatédmanistrative asse!
During 2010, net cash provided by investing adgsitprimarily consisted of $3.5 million in insuranecoveries, partially offset by outlays
corporate administrative assets of $2.3 million.

Cash Flow from Financing Activities - Partnership

The increase in net cash provided by financingvaiets for 2012 compared to 2011 was primarily douéncreased longerm debt borrowing
of $874.3 million and proceeds from the issuance&afhmon units of the Partnership of $250.4 millipastially offset by an increase
distributions to owners of $47.1 million.

The Partnership’s primary financing activities tbaturred during 2012 were:

« InJanuary 2012, the Partnership completed aninffexf 4,405,000 common units (including underwsteverallotment option) at
price of $38.30 per common unit, providing net peds of $164.9 million. As part of this offeringe wurchased 1,300,000 comr
units with an aggregate value of $49.8 million. @éatributed $3.4 million to maintain our 2% gengrattner interest. See Note 1:
the“Consolidated Financial Stateme”

« InJanuary 2012, the Partnership privately plac&@D$® million of 84% Senior Notes due 2022 (the/s8 Notes”).See Note 10 of t
“Consolidated Financial Stateme”

« In October 2012, the Partnership privately placé@$0 million of 5%% Senior Notes due 2023 (the %6¥otes”),See Note 10 of tl
“Consolidated Financial Stateme”

« In November 2012, the Partnership completed a puiffiering of 9,500,000 common units at a price$86.00 per common ui
($34.65 per common unit, net of underwriting disasi. Net proceeds from this offering were appratigly $329.2 million. Pursue
to the exercise of the underwriter’erallotment option, the Partnership issued antiaddl 1,425,000 common units, providing
proceeds of approximately $49.4 million. In additiove contributed $8.0 million to the Partnerslup222,959 general partner unit:
maintain our 2% general partner interest in thereaship. See Note 11 of t“Consolidated Financial Stateme”
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« In December 2012, the Partnership privately plame@dditional $200.0 million of the 5%% Notes, Skxe 10 of the Consolidate
Financial Statemen”

Net cash from the completion of the January ecaitg debt offerings was used to reduce outstandingWwings under the TRP Revolver. |
cash from the issuance of the 5%% Notes in Octafasrused to redeem all of the outstanding 8¥4% &&totes and reduce borrowings ur
the TRP Revolver. Net cash from the November ofi@ring was used to partially fund the Badlandguasition. Net cash from the issuanci
the 5%% Notes in December was used to partiallg the Badlands acquisition.

Net cash provided by financing activities for 2044s $84.5 million compared to net cash used innfirey activities of $250.9 million fi
2010. The increase was due to two primary factdranges in the Partnership’s equity offerings amaiicing activities and distributions.

Net proceeds from public offerings, issuance ofi@enotes and borrowings under the TRP Revolves lepayments on the TRP Revo
increased $211.1 million from $123.0 million forito $334.1 million for 2011. The Partnerskiprimary financing activities during 2C
were:

« In January 2011, the Partnership completed a pofféring of 8,000,000 common units at a price 88%7 per common unit ($32.41
common unit, net of underwriting discounts), prongl net proceeds of $259.2 million. Pursuant to éxercise of the underwriters’
overallotment option, on February 3, 2011 the Rasinip issued an additional 1,200,000 common upitsyiding net proceeds
approximately $38.8 million. In addition, we cobuited $6.3 million for 187,755 general partner sibit maintain our 2% general par
interest.

o In February 2011, the Partnership closed a pripiteement of $325.0 million in aggregate principaiount of its &% Notes due 20:
(the“67%% Note!") resulting in net proceeds of $318.8 millic

e In February 2011, the Partnership exchanged ariawdal $158.6 million principal amount of it$4#86 Notes for $158.6 million aggreg
principal amount of the Partnershépl1v4% Notes. In conjunction with the exchangeRhagnership paid a cash premium of $28.6 mi
including $0.9 million of accrued intere

Net cash from the completion of the above offeriwgs used to reduce outstanding borrowings undef BP Revolver b$ 553.4 million.
Cash Flow Financing Activities - Non-Partnership

The decrease in net cash provided by financingities for 2012 compared to 2011 was primarilyiltttable to the purchase of 1,300,00
the Partnershig’ common units in January 2012, purchase of gepartier units of the Partnership, payment of dimis, purchase of treas
stock and net payments to reduce long-term deltiap offset by an increase in distributions reeel from the Partnership.

Non-Partnership net cash provided by financing acésitdecreased by $110.0 million during 2011. Dur20d0, we received from t
Partnership $737.7 million in repayments of affdid indebtedness, and received $224.4 million ftbensale of Partnership interests. Tl
proceeds were primarily used to pay $448.1 milliorlividends to common and common equivalent slddeis and preferred sharehold
and $592.4 million in outstanding balances on oanlfacilities during 2010. Distributions to usrfréche Partnership increased $14.3 millio
2011 compared to 2010 primarily from a $15.7 milliacrease in distributions related to our inceatilistribution rights, partially offset by
$2.5 million decrease in limited partner distrilouis due to our sale of Partnership interests d@@id.
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Distributions from the Partnership and Dividends GiRC
The following table details the distributions deeth and/or paid by the Partnership during 20121241d 2010 with respect to our 2% ger

partner interest, the associated IDRs and commads that we held during the periods indicated alerith dividends declared by us to
shareholders for the same periods:

Cash Distributions Dividend Total
Cash Distributions Declared Dividend
Distribution Limited General to Targa Per TRC Declared to
For the
Three Per Limited Partner Partner Resources Common Common
Months
Ended Date Paic Partner Unit Units Interest IDRs Corp. (1) Share Shareholders
(In millions, except per unit amounts)

2012
December February

31,2012 14,2012 $ 0.680( $ 8.8 $ 1.€ $ 201 $ 307 $ 0.4575( $ 19.4
Septembe Novembe

30, 2012 14, 2012 0.662¢ 8.€ 1t 16.1 26.2 0.4225( 18.C
June 30, August

2012 14, 2012 0.642¢ 8.2 iLE 14.4 24.2 0.3937! 16.7
March 31, May 15,

2012 2012 0.622¢ 8.1 14 12.7 22.2 0.3650( 15t

2011
December February

31,2011 14,2012 $ 0.602¢ $ 78 $ 1.2 8 11.C $ 201 $ 0.3362! $ 14.:
Septembe Novembe

30, 2011 14, 2011 0.582¢ 6.8 1.2 8.8 16.¢ 0.3075( 13.C
June 30, August

2011 12, 2011 0.570( 6.€ 1.2 7.8 15.€ 0.2900( 12.2
March 31, May 13,

2011 2011 0.557¢ 6.5 1.1 6.8 14.4 0.2725( 11k

2010
December February

31,201C 14,2011 $ 0.547F $ 64 $ 1.1 $ 6. $ 135 % 0.0616( $ 2.€
Septembe Novembe

30, 201C 12, 201C 0.537¢ 6.2 0.¢ 4.€ 11.¢ N/A N/A
June 30, August

2010 13, 201C 0.527¢ 6.1 0.8 35 10.4 N/A N/A
March 31, May 14,

2010 2010 0.517¢ 6.C 0.8 2.8 9.6 N/A N/A

(1) Distributions to us comprise amounts attributabledr (i) limited partner units, (ii) general pagtrunits, and (iii) IDRs
Capital Requirements

Our capital requirements relate to capital expemdit which are classified as expansion expenditumaintenance expenditures or busi
acquisitions. Expansion capital expenditures imprthe service capability of the existing assetterek asset useful lives, increase capa
from existing levels, add capabilities, reduce sast enhance revenues, and fund acquisitions dhésses or assets. Maintenance ce
expenditures are those expenditures that are regetss maintain the gas supply and service capgloli our existing assets, including
replacement of system components and equipmenthwiBiovorn, obsolete or completing its useful lilmd expenditures to remain
compliance with environmental laws and regulations.

2012 2011 2010
Targa Targa Targa Targa Targa Targa
Resources Resource Resources Resource Resources Resource
Corp. Partners TRC - Non- Corp. Partners TRC - Non- Corp. Partners TRC - Non-
Consolidatec LP Partnership Consolidatec LP Partnership Consolidatec LP Partnership
(In millions)

Capital
expenditur



and business
acquisition
Business
acquisitions,
net of cash
acquired (1. $ 996.2 $ 996.2 $ - $ 156.E $ 156t $ - $ - %
Expansion (2 540.% 540.% - 252.% 251.7 0.€ 95.2
Maintenance 76.5 76.C 0.3 83.4 81.€ 1.€ 53.c
Gross
additions to
property,
plant and
equipment 1,613.: 1,612.¢ 0.2 492.2 490.( 2.2 148.¢ 145.2 3.4
Change in
capital
project
payables anc
accruals (34.9) (34.4) 0.1 (3.8 (4.8 1.C (9.3 (8.2 (1.0)
Cash outlays
for capital
projects and
business
acquisitions $ 1578.¢ $ 1578.! $ 04 $ 488.. $ 485.. $ 3.2 $ 139.2 $ 137.C $ 2.3

0.€
2.8

(@I

o~

(1) Includes Badlands acquisiti-related expenditures of $970.4 million, net of cesteived

(2) Excludes the Partnershipinvestment in GCF, which is accounted for as @uitg investment. Cash calls for expansion arecodld it
Investment in unconsolidated affiliate in cash flofvom investing activities on our Consolidatedt&t@ent s of Cash Flows in ¢
Consolidated Financial Stateme

The Partnership estimates that its total growthtabpxpenditures for 2013 will be approximately.&billion on a gross basis, and mainten:
capital expenditures net to the Partnership's estewill be $75 million. Given the Partnershipobjective of growth through acquisitic
expansions of existing assets and other interrmalthr projects, the Partnership anticipates that tuee they will invest significant amounts
capital to grow and acquire assets.
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Major capital projects include:

«  $480 million expansion of the Partnership’s MontvB=u complex and the Partnershepéxisting import/export marine termina
Galena Park to export international grade prop

« $385 million expansion project at CBF to add a flodractionation train and related infrastructundb@ncements at Mont Belvieu;
«  $250 million in capital expansion programs to exp#re gathering and processing capability of Badan

« $225 million High Plains project for a new cryogepirocessing plant with associated expansion pojecexpand the gathering
processing capability of SAOL

« $150 million North Texas Longhorn project for a newogenic processing plant with associated expanprojects to expand t
gathering and processing capability of the NortkaBesystem

« $50 million gathering and processing capital expanprogram; and
«  $50 million expansion of the Partnership’s petraidogistics assets.

These capital projects will extend through 2014r Bodetailed discussion of these projects, seam‘lie Business -Overview of thi
Partnership.” Future expansion capital expenditorag vary significantly based on investment opputies.

The Partnership expects to fund future capital esjfteres with funds generated from its operatidomsrowings under the TRP Revolver .
proceeds from any issuances of additional commds and debt offerings.

Credit Facilities and Long-Term Debt
The following table summarizes consolidated delligations as of December 31, 2012 (in millions):

Non-Partnership Obligation:

TRC Senior secured revolving credit facility duet@ber 2017 $ 82.C
Partnership Obligatior
Senior secured revolving credit facility, due O@oR017 620.(
Senior unsecured notes, 11%% fixed rate, due Dily 721
Unamortized discour (2.5
Senior unsecured note$z% fixed rate, due July 201 250.(
Senior unsecured notes;% fixed rate, due July 20z 483.¢
Unamortized discour (30.5
Senior unsecured notes;% fixed rate, due August 20: 400.(
Senior unsecured notes, 5%% fixed rate, due Mag 202 600.(
Total debt 2,475.:
Current maturities of debt -
Total long-term debt $ 2,475.

We consolidate the debt of the Partnership with ti@ur own; however, we do not have the contraodbligation to make interest or princi
payments with respect to the debt of the Partner&ir debt obligations do not restrict the abitifythe Partnership to make distributions tc
TRC'’s Credit Agreement has restrictions and coven#mt may limit our ability to pay dividends toirostockholders. Please read TRC
Senior Secured Credit Agreement” for a discussiah@restrictions and covenants in TRC’s Creditefgment.

Compliance with Debt Covenants

As of December 31, 2012, both we and the Partrergbie in compliance with the covenants contaimenbir various debt agreements.
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TRC Credit Agreement

In October 2012, we entered into a Credit Agreentiegit replaced our existing variable rate Seniaussd Revolving Credit Facility due J
2014 with a new variable rate Senior Secured Creatiility due October 3, 2017 (the “TRC Revolveifhe TRC Revolver increases avail:
commitments to $150.0 million from $75.0 millionljoavs us to request up to an additional $100.0iamllin commitment increases ¢
includes a $30.0 million swing line sdigeility. Outstanding letters of credit and relatmdstanding reimbursement obligations may not ee
$50.0 million in the aggregate.

In October 2012, using proceeds from our TRC Reaoand cash on hand; we paid $88.8 million to aegtiie remaining $89.3 million
outstanding borrowings under the TRC Holdco LoacilFa

The TRC Revolver bears interest, at our optiomitlier (a) a base rate equal to the highest optime rate of Deutsche Bank Trust Comg
Americas, the administrative agent, the federad$umate plus 0.5% and the om®nth LIBOR rate plus 1.0%, plus an applicable rim
ranging from 1.75% to 2.5% (dependent upon the Gmyp consolidated leverage ratio), or (b) LIBOR plasagplicable margin ranging frc
2.75% to 3.5% (dependent upon the Company’s categelil leverage ratio).

We are required to pay a commitment fee ranginghfb375% to 0.5% (dependent upon the Companghsolidated leverage ratio) on
daily average unused portion of the TRC Revolvatdifionally, issued and undrawn letters of creditibinterest at an applicable rate f
2.75% to 3.5% (dependent upon the Company’s calwtelil leverage ratio).

The TRC Revolver is secured by substantially althe Companys assets. The TRC Revolver requires us to maiataionsolidated levera
ratio (the ratio of consolidated funded indebtedrtesconsolidated adjusted EBITDA) of no more t4a00 to 1.00. The TRC Revolver restr
our ability to make dividends to shareholders if,eopro forma basis after giving effect to suchidbénd, (a) any default or event of default
occurred and is continuing or (b) our consolidd&erage ratio exceeds 4.00 to 1.00. In additioa, TRC Revolver includes various coven
that may limit, among other things, our abilityit@wur indebtedness, grant liens, make investmeepgy or amend the terms of certain c
indebtedness, merge or consolidate, sell assetsragage in transactions with affiliates.

The Partnership’s Revolving Credit Agreement

In October 2012, the Partnership entered into @a®lkA&mended and Restated Credit Agreement that @snend replaces the Partnership’
existing variable rate Senior Secured Credit Rgcdue July 2015 (the “Previous Revolvett) provide a variable rate Senior Secured C
Facility due October 3, 2017 (the “TRP RevolveiThe TRP Revolver increased available commitmentslt@ billion from $1.1 billion ar
allows the Partnership to request up to an additi®800.0 million in commitment increases.

For 2012, the Partnership had gross borrowingsnitel@ RP Revolver of $1,595.0 million, and repaynsetotaling $1,473.0 million, for a
increase for the year ended December 31, 20122#.8Imillion. The TRP Revolver balance at Decen#ier2012 was $620.0 million.

The TRP Revolver bears interest, at the Partnésslojption, either at the base rate or the Eurodaddisa. The base rate is equal to the hig
of: (i) Bank of America’'s prime rate; (ii) the fede funds rate plus 0.5%; or (iii) the on@mnth LIBOR rate plus 1.0%, plus an applici
margin ranging from 0.75% to 1.75%. The Eurodalide is equal to LIBOR plus an applicable margimgiag from 1.75% to 2.75%.

The Partnership is required to pay a commitmentefggal to an applicable rate ranging from 0.3% .8®times the actual daily aver:
unused portion of the TRP Revolver. Additionalgsued and undrawn letters of credit bear intetesmt applicable rate from 1.75% to 2.75%.

The TRP Revolver is collateralized by a majority thé Partnership’s assets. Borrowings are guardnibgethe Partnership’ restricte
subsidiaries.
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The TRP Revolver restricts the Partnershigbility to make distributions of available cashunitholders if a default or an event of defaak
defined in the TRP Revolver) exists or would re$tdtm such distribution. The TRP Revolver requities Partnership to maintain a ratic
consolidated funded indebtedness to consolidatgasted EBITDA of no more than 5.50 to 1.00. The TRBvolver also requires t
Partnership to maintain a ratio of consolidated HBA to consolidated interest expense of no less th&5 to 1.00. In addition, the T
Revolver contains various covenants that may limihong other things, the Partnershigbility to incur indebtedness, grant liens, n
investments, repay or amend the terms of certéiardhdebtedness, merge or consolidate, sell agsgisengage in transactions with affili:
(in each case, subject to the Partnershight to incur indebtedness or grant liens inneantion with, and convey accounts receivable alsgf;
a permitted receivables financing).

The Partnership’s Senior Unsecured Notes

In February 2011, the Partnership exchanged $158li&n principal amount of its % Notes plus payments of $28.6 million, includir@$
million of accrued interest, for $158.6 million aggate principal amount of its 11%% Notes. The éxddf the exchanged Notes are subje
the provisions of the’6% Notes described below. The debt covenants retatélie remaining $72.7 million of face value oé th1v4% Note
were removed. This exchange was accounted fodabtamodification whereby the financial effectstod exchange will be recognized over
term of the new debt issue.

In January 2012, the Partnership privately placg@d0% million in aggregate principal amount of 8% Notes, resulting in approximat
$395.5 million of net proceeds.

In October 2012, $400.0 million in aggregate ppatiof 5%% Notes were issued by the Partnershg® &% of the face amount, resulting
gross proceeds of $398.0 million. An additional 20million in aggregate principal of 5%% Notes &&sued in December 2012 at 101
of the face amount, resulting in gross proceedt262.0 million. Both issuances are treated asglesitlass of debt securities and have ider
terms.

In November 2012, the Partnership redeemed al@butstanding 8%% Notes at a redemption pricd®4f1R5% plus accrued interest thro
the redemption date. The redemption resulted ineenjum paid on the redemption of $8.6 million, whis included as a cash outflow fr
financing activities on the Statement of Cash Floavel a write off of $2.5 million of unamortizedbdéssue costs.

The terms of the senior unsecured notes outstaredimf December 31, 2012 were as follows:

Per Annum
Note Issue Issue Date Interest Rate Due Date Dates Interest Paid
"11%.% Notes' July 2008 11%% July 15, 201; January & July 15t
"77% Notes" August 201( %% October 15, 201 April & October 15th
"67:% Notes" February 201 67%:% February 1, 202 January & July 1s
"6%% Notes" January 201. 6%:% August 1, 202: February & August 1¢
"5Y.% Notes' Oct / Dec 201 5Y%4% May 1, 2022 May & November 1s

All issues of unsecured senior notes are obligatittrat rank pari passu in right of payment withsérg and future senior indebtedn
including indebtedness under the Partnershipédit facility. They are senior in right of pagnt to any of our future subordinated indebtec
and are unconditionally guaranteed by the Partigersthese notes are effectively subordinated toseltured indebtedness under
Partnership’s credit agreement, which is secureduiystantially all of the Partnership’s assets tinedPartnershig’ Securitization Facilit
which is secured by accounts receivable pledgeéniig facility, to the extent of the value of ttwlateral securing that indebtedness. Inti
on all issues of senior unsecured notes is payaié-annually in arrears.

The Partnershig’ senior unsecured notes and associated indengweenaents (other than the indenture for the 11¥e$otestrict th
Partnershigs ability to make distributions to unitholders hetevent of default (as defined in the indentur€hg indentures also restrict
Partnershigs ability and the ability of certain of its subsides to: (i) incur additional debt or enter intdesand leaseback transactions; (ii)
certain distributions on or repurchase, equity regéts (only if such distributions do not meet sfiedi conditions); (iii) make certa
investments; (iv) incur liens; (v) enter into tranBons with affiliates; (vi) merge or consolidatgh another company; and (vii) transfer and
assets. These covenants are subject to a numlrapoftant exceptions and qualifications. If at dilge when the notes are rated investr
grade by both Moody’s Investors Service, Inc. ana@n8ard & Poos Ratings Services and no Default (as defined énitldentures) hi
occurred and is continuing, many of such covenaiilisterminate and the Partnership and its subsieiawill cease to be subject to s
covenants.
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Subsequent Events

In January 2013, the Partnership entered into arieation Facility that provides up to $200 nuifi of borrowing capacity at favora
commercial paper rates through January 2014. UhéeeSecuritization Facility, one of the Partnepshiconsolidated subsidiaries (TLMT) s
or contributes receivables to another of its cadatéd subsidiaries (TRLLC), a special purpose olidated subsidiary created for the
purpose of this Securitization Facility. TRLLC, turn, sells an undivided percentage ownership éndligible receivables, without recourse
a thirdparty financial institution. Receivables up to #mmount of the outstanding debt under the Secuitizaacility are not available
satisfy the claims of the creditors of us or TLMAny excess receivables are eligible to satisfydlaéms of creditors of us or TLMT. To
funding under this Securitization Facility in Janua013 was $171.4 million.

Off-Balance Sheet Arrangements

We currently have no off-balance sheet arrangemantdefined by the Securities and Exchange CommnisSiee “Contractual Obligations”
below and “Commitments and Contingencies” includedier Note 17 to our “Consolidated Financial Staets’ for a discussion of o
commitments and contingencies.

Contractual Obligations

The following is a summary of contractual obligasoover the next several fiscal years, represemtingunts that were fixed and determin
as of December 31, 2012:

Payments Due By Period

Less Than More Than
Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years
(In millions)

Non-Partnership Obligations:
Debt obligations (1 $ 82.C $ - % - $ 82.C $ =
Interest on debt obligations ( 12.¢ 2.7 5.4 4.7 -
Operating lease obligations ( 1.2 0.2 0.€ 0.2 -
Partnership Obligations:
Debt obligations (1 2,426.: - - 692.7 1,733.¢
Interest on debt obligations ( 1,114. 135.¢ 279.¢ 261.7 436.¢
Operating lease and service contract obligatioh 37.1 6.5 11.€ .3 9.7
Pipeline capacity and throughput agreement: 191.1 22.F 37.C 36.4 95.2
Land site lease and ri¢-of-way (5) & 1.€ 2.6 2.8 -
Asset retirement obligatic 45.: - - - 45.:
Commodities (6 216.5 216.5 - - -
Purchase commitments (7) 324.% 321.7 2.8 - -

$ 4,458.0 $ 707.¢ $ 340.2 $ 1,089.¢ $ 2,320.¢
Commodity volumetric commitment
Natural Gas (MMBtu 58.7 58.7 - - -
NGL (millions of gallons] 16.¢ 16.¢ - - -

(1) Represents scheduled future maturities of congdelitidebt obligations for the periods indicat

(2) Represents interest expense on debt obligatioreslasinterest rates as of December 31, 2

(3) Includes minimum payments on lease obligation®ffice space, railcars and tractors, and servicgraots.

(4) Consists of pipeline capacity payments for firrnsijgortation and throughput and deficiency agreesn

(5) Land site lease and right-afy provides for surface and underground accesgdtnering, processing and distribution assets dis
located on property not owned by the Partnershigs& agreements expire at various dates throudgh

(6) Includes natural gas and NGL purchase commitm

(7) Includes commitments for capital expenditures gperating expense
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Critical Accounting Policies and Estimates
The preparation of financial statements in accacdamith GAAP requires our management to make estisnand assumptions that affect
reported amounts of assets and liabilities andaBsce of contingent assets and liabilities atdate of the financial statements and the rep
amounts of revenues and expenses during the peXuidal results could differ from these estimaf€be policies and estimates discus
below are considered by management to be criticait understanding of our financial statements Uieeagheir application requires the n
significant judgments from management in estimatimgtters for financial reporting that are inhergnthcertain. See the description of
accounting policies in the notes to the financiatesnents for additional information about ouricalt accounting policies and estimates.
Property, Plant and Equipme
In general, depreciation is the systematic andmatiallocation of an assettost, less its residual value (if any), to theqakit benefits. Ol
property, plant and equipment are depreciated usiagstraightine method over the estimated useful lives of &dssets. Our estimate
depreciation incorporates assumptions regardingiskeéul economic lives and residual values of @sets. At the time we place our assets i
service, we believe such assumptions are reasqriailever, circumstances may develop that wouldseais to change these assumpt
which would change our depreciation amounts praspdyg. Examples of such circumstances include:

< changes in energy prices;

« changes in competition;

« changes in laws and regulations that limitekmated economic life of an asset

» changes in technology that render an asseletbso

« changes in expected salvage values; and

< changes in the forecast life of applicable veses basins.
As of December 31, 2012, the net book value of mnaperty, plant and equipment was $3.5 billion avel recorded $197.6 million
depreciation and amortization expense for 2012. Wighted average life of our loriyed assets, excluding the Badlands assets pwsta
December 31, 2012, is approximately 20 years. Veestll determining the useful lives of certainegdries of tangible and intangible as
associated with our Badlands acquisition. If thefulslives of these assets were found to be shainen originally estimated, depreciat
expense may increase, liabilities for future asstitement obligations may be insufficient and iinpents in carrying values of tangible :
intangible assets may result. For example, if thpreciable lives of our assets were reduced by 1@8oestimate that depreciation expe
would increase by $22.0 million per year, which ¥aoresult in a corresponding reduction in our opirgaincome. In addition, if an assessn
of impairment resulted in a reduction of 1% of tamgived assets, our operating income would decregsg3b.4 million in the year of tl
impairment. There have been no material changeadtimy estimated useful lives of the assets.
Revenue Recognitic
The Partnership’s operating revenues are primddhwed from the following activities:

« sales of natural gas, NGLs, condensate, crildad petroleum products;

« services related to compressing, gatheringtitrg, and processing of natural gas; and

» services related to NGL fractionation, termingland storage, transportation and treating.

We recognize revenues when all of the followingecia are met: (1) persuasive evidence of an exgghamrangement exists, if applicable;
delivery has occurred or services have been redd@¥the price is fixed or determinable and @/Jextability is reasonably assured.
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Price Risk Management (Hedgir

The Partnershig’ net income and cash flows are subject to vdlasiemming from changes in commaodity prices andrést rates. To redt
the volatility of our cash flows, the Partnershigshentered into derivative financial instrumentatesl to a portion of its equity volumes
manage the purchase and sales prices of commodifiesare exposed to the credit risk of the Partip's counterparties in these deriva
financial instruments. We also monitor NGL inventéevels with a view to mitigating losses relatedibwnward price exposure.

The Partnershig’ cash flow is affected by the derivative finandretruments it enters into to the extent thesérunsents are settled by
making or receiving a payment to/from the countegpar (i) making or receiving a payment for enerinto a contract that exactly offsets
original derivative financial instrument. Typically derivative financial instrument is settled whba physical transaction that underlies
derivative financial instrument occurs.

One of the primary factors that can affect the faghip’s operating results each period is theepsgsumptions used to value the Partnershij
derivative financial instruments, which are refegttat their fair values in the balance sheet. Hiationship between the derivative finan
instruments and the hedged item must be highlyct¥te in achieving the offset of changes in casiw8 attributable to the hedged risk bot
the inception of the derivative financial instrurh@and on an ongoing basis. Hedge accounting todtfued prospectively when a deriva
financial instrument becomes ineffective. Gains krsdes deferred in other comprehensive incoméeckta cash flow hedges for which he
accounting has been discontinued remain deferréttha forecasted transaction occurs. If it ish@able that a hedged forecasted transa
will not occur, deferred gains or losses on thévddive financial instrument are reclassified tondéags immediately.

The estimated fair value of the Partnershigérivative financial instruments was a net ags822.2 million as of December 31, 2012, net ¢
adjustment for credit risk. The credit risk adjustihis based on the default probabilities by yeaindicated by the counterpartiesedi
default swap transactions. These default probasilihave been applied to the unadjusted fair vadfi¢se derivative financial instruments
arrive at the credit risk adjustment, which is intenl for all periods covered by this Annual Repdre Partnership has an active ci
management process which is focused on controlieg exposure to bankruptcies or other liquidigues of counterparties. If a finan
instrument counterparty were to declare bankrupteyand the Partnership would be exposed to tleedbfair value of the financial instrumi
transaction with that counterparty. Ignoring thguatinent for credit risk, if a bankruptcy by a firtéal instrument counterparty impacted 1
of the fair value of commodity-based financial mstents that are in an asset position, we estithatiethe Partnership’operating incon
would decrease by $3.4 million in the year of thakruptcy.

Use of Estimates

When preparing financial statements in conformitghwGAAP, management must make estimates and assumapbased on informati
available at the time. These estimates and assongpéffect the reported amounts of assets, liss)irevenues and expenses, as well ¢
disclosures of contingent assets and liabilitieofathe date of the financial statements. Estimates judgments are based on informe
available at the time such estimates and judgmemetsnade. Adjustments made with respect to theolifeese estimates and judgments ¢
relate to information not previously available. @rtainties with respect to such estimates and juigsnare inherent in the preparatiol
financial statements. Estimates and judgments sed im, among other things, (1) estimating unbitiagenues, product purchases and opet
and general and administrative costs, (2) devetpjféir value assumptions, including estimates dfifel cash flows and discount rates,
analyzing longived assets for possible impairment, (4) estintatihe useful lives of assets and (5) determiningarts to accrue fi
contingencies, guarantees and indemnificationsuaeesults, therefore, could differ materiallyrfr@stimated amounts.

Recent Accounting Pronounceme

For a discussion of recent accounting pronouncesnihiatt will affect us, see “Recent Accounting Promeements’included under Note 3
our “Consolidated Financial Statements.”
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk.

Our exposure to market risk is largely derivatifeh® Partnership’s exposure to market risk. Therieaships principal market risks are
exposure to changes in commodity prices, partiular the prices of natural gas, NGLs and crude dilanges in interest rates, as we
nonperformance by its customers. Neither we noPt@wnership use risk sensitive instruments fatitiga purposes.

Commodity Price Risk

A significant portion of the Partnership’s revenwee derived from percent-pioceeds contracts under which it receives a pomibthe
natural gas and/or NGLs or equity volumes as payifiogrservices. The prices of natural gas and N@&iessubject to fluctuations in respons
changes in supply, demand, market uncertainty avariaty of additional factors beyond the Partngrshcontrol. The Partnership monit
these risks and enters into hedging transactiosigiaed to mitigate the impact of commodity priagcflations on its business. Cash flows 1
a derivative instrument designated as a hedgelassified in the same category as the cash floara the item being hedged.

The primary purpose of the commodity risk managdnaetivities is to hedge the exposure to commoglitge risk and reduce fluctuations
the Partnership’s operating cash flow despite flattons in commodity prices. In an effort to redtlee variability of the Partnershigp’cas
flows, as of December 31, 2012, the Partnershiphkdged the commodity price associated with a @ouif its expected (i) natural gas eq
volumes in Field Gathering and Processing Operatenmd (i) NGL and condensate equity volumes predataly in Field Gathering ai
Processing Operations as well as in the LOU pouioiie Coastal Gathering and Processing Operati@isesult from its percent of proce
processing arrangements by entering into derivatigéruments, including swaps and purchased putdlgors) and calls (or caps). T
Partnership hedges a higher percentage of its &eghesquity volumes in the current year comparedutare years, in which it hedg
incrementally lower percentages of expected equatymes. With swaps, the Partnership typically neeean agreed fixed price for a speci
notional quantity of natural gas or NGL and it palys hedge counterparty a floating price for tlsahs quantity based upon published ir
prices. Since the Partnership receives from itdoooers substantially the same floating index pfioen the sale of the underlying physi
commodity, these transactions are designed totafédg lock-n the agreed fixed price in advance for the volsrhedged. In order to awv
having a greater volume hedged than its actuakegalumes, the Partnership typically limits itseusf swaps to hedge the prices of less th:
expected natural gas and NGL equity volumes. Thegn@mhip utilizes purchased puts (or floors) amtisc(or caps) to hedge additio
expected equity commodity volumes without creatintumetric risk. The Partnership may buy calls @émection with swap positions to cre
a price floor with upside. The Partnership intetmsontinue to manage its exposure to commodityegrin the future by entering into sim
derivative transactions using swaps, collars, pageld puts (or floors) or other derivative instruteers market conditions permit.

The Partnership has tailored its hedges to gegaraltch the NGL product composition and the NGL aatiiral gas delivery points to thos:
its physical equity volumes. The NGL hedges coyecic NGL products based upon the expected edd@y composition. The Partners
believes this strategy avoids uncorrelated risksltimg from employing hedges on crude oil or othetroleum products as “proxyiedges ¢
NGL prices. The natural gas and NGL hec fair values are based on published index priceslédivery at various locations which clos
approximate the actual natural gas and NGL deliypaipts. A portion of the Partnershiptondensate sales are hedged using crude oil ¢
that are based on the NYMEX futures contracts festWexas Intermediate light, sweet crude.

These commodity price hedging transactions are@jiyidocumented pursuant to a standard InternatiSwap Dealers Association form w
customized credit and legal terms. The principalnterparties (or, if applicable, their guarantdiaye investment grade credit ratings.
Partnership payment obligations in connection with substdigtil of these hedging transactions and any &mlul credit exposure due ti
rise in natural gas and NGL prices relative toftked prices set forth in the hedges are secured figst priority lien in the collateral securi
its senior secured indebtedness that ranks equagtib of payment with liens granted in favor of genior secured lenders. Absent fec
regulations resulting from the Doddtank Act, and as long as this first priority lisnin effect, the Partnership expects to have dimyation tc
post cash, letters of credit or other additiondlateral to secure these hedges at any time, dve@radunterparty’s exposure to the Partnership
credit increases over the term of the hedge asutref higher commodity prices or because there hgen a change in the Partnership
creditworthiness. A purchased put (or floor) trantieam does not expose the Partnershigdunterparties to credit risk, as the Partnershgpn
obligation to make future payments beyond the puempaid to enter into the transaction, however,Ragnership is exposed to the risl
default by the counterparty, which is the risk ttiet counterparty will not honor its obligation @ndhe put transaction.
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For all periods presented, the Partnership hagezhiato hedging arrangements for a portion ofdtecasted equity volumes. Floor volur
and floor pricing are based solely on purchased foit floors). During the years ended December281,2, 2011 and 2010, our opera
revenues were increased (decreased) by net hejlgenaeints on commodity derivative contracts of @4@illion, $(33.9) million and $4
million. The net hedge adjustments that impactamnsolidated revenues (but do not affect the PasftiiEs revenues) include amortizatior
OCIl related to hedges terminated and re-assigned the Partnership’acquisition of Versado in 2010, as well as OGitesl to terminatior
of commaodity derivatives in July 2008.

As of December 31, 2012, the Partnership had thewfimg derivative instruments which will settle rihg the years ending December 31, 2

through 2015:

Natural Gas
Instrument Price MMBtu
Type Index $/MMBtu 2013 2014 2015 Fair Value
(in millions)
Swap IF-WAHA 4.6¢ 10,73( - - $ 4.&
Swap IF-WAHA 3.5¢ - 7,00( - (1.0
Swap IF-WAHA 3.5¢ - - 1,75( (0.9
Total Swaps 10,73( 7,00( 1,75C
Swap IF-PB 4.6¢ 10,08« - - 4.7
Swap IF-PB 3.4¢ - 6,00( - (0.9
Swap IF-PB 3.4¢ - - 1,50( (0.9
Total Swaps 10,08 6,00( 1,50(C
Swap IF-NGPL MC 4.1% 5,27¢ - - iLg
Swap IF-NGPL MC 3.4t - 5,00( - (0.7
Swap IF-NGPL MC 3.4¢€ - - 1,25( (0.9
Total Swaps 5,27¢ 5,00( 1,25(
Total Sales 26,08¢ 18,00( 4,50(
Natural Gas Basis Swap:
Basis Swaps Various Indexes, Maturities Through October 2013 (0.9)
$ 7.1
NGL
Instrument Price Gal
Type Index $/Gal 2013 2014 Fair Value
(in millions)
Swap OPIs-MB 1.0t 5,65( - $ 11.¢
Swap OPIS-MB 1.21 - 1,00( 3.€
Total Swaps 5,65( 1,00(
$ 15.t
Condensate
Instrument Price Bbl
Type Index $/Bbl 2013 2014 Fair Value
(in millions)
Swap NY-WTI 93.3¢ 1,79¢ - $ 0.1
Swap NY-WTI 90.0: - 70C (0.5)
Total Sales 1,79¢ 70C
$ (0.9
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These contracts may expose the Partnership toigkeof financial loss in certain circumstances. TPa&rtnership hedging arrangeme
provide protection on the hedged volumes if pridesline below the prices at which these hedgesetrdf prices rise above the prices at w
they have been hedged, the Partnership will redes® revenue on the hedged volumes than it waddive in the absence of hedges (¢
than with respect to purchased calls).

The Partnership accounts for the fair value offinancial assets and liabilities using a thtiee-fair value hierarchy, which prioritizes
significant inputs used in measuring fair valuee3étiers include: Level 1, defined as observatgats such as quoted prices in active mar
Level 2, defined as inputs other than quoted prinesctive markets that are either directly or iedtly observable; and Level 3, definec
unobservable inputs in which little or no marketadexists, therefore requiring an entity to devetepwn assumptions. The Partnership ve
its derivative contracts utilizing a discounteditélew model for swaps and a standard option pgicmodel for options, based on inputs tha
readily available in public markets. For the coatsathat have inputs from quoted prices, the diaasion of these instruments is Level 2 wit
the fair value hierarchy. For those contracts whioh Partnership is unable to obtain quoted prioest least 90% of the full term of {
commodity swap and options, the valuations aresiflad as Level 3 within the fair value hierarcl8ge Note 15 to theCobnsolidated Financi
Statements” in this Annual Report for more inforimatregarding classifications within the fair valoierarchy.

Interest Rate Risl

We are exposed to the risk of changes in inteedetsy primarily as a result of variable rate boings under the TRC Revolver. The Partner
is exposed to the risk of changes in interest rgearily as a result of variable rate borrowingwler its TRP Revolver. As of December
2012, neither we nor the Partnership have anyastemate hedges. However, we or the Partnershipiméhye future enter into interest r
hedges intended to mitigate the impact of changestérest rates on cash flows. To the extentititatest rates increase, interest expens
the TRC Revolver and the TRP Revolver will alsorgase. As of December 31, 2012, the Partnership$626.0 million in variable ra
borrowings under its TRP Revolver and we had véeiasite borrowings of $82.0 million under our TR@wRIver. A hypothetical change
100 basis points in the interest rate of variabte debt would impact the Partnershighnual interest expense by $6.2 million and tRE€
Non-Partnership annual interest expense by $0.8 millio

Counterparty Credit Risk

The Partnership is subject to risk of losses ragyfrom nonpayment or nonperformance by its coynateies. The credit exposure relate
commodity derivative instruments is representedhey fair value of the asset position (i.e. the faifue of expected future receipts) at
reporting date. Should the creditworthiness of onmore of the counterparties decline, the Parhig's ability to mitigate nonperformance t
is limited to a counterparty agreeing to eitheolmtary termination and subsequent cash settleoreminovation of the derivative contract
third party. In the event of a counterparty defatlike Partnership may sustain a loss and its eshpts could be negatively impacted.

As of December 31, 2012, affiliates of Wells FarBank N.A. (“Wells Fargo”), Barclays PLC (“Barclays”Securities Americas LL
(“Natixis”), Credit Suisse Group AG (“Credit Suissand Bank of America Merrill Lynch (“BAML")accounted for 31%, 16%, 15%, 11%
10% of the Partnership’counterparty credit exposure related to commattyvative instruments. Wells Fargo, Barclays,idst Credit Suiss
and BAML are major financial institutions that pess investment grade credit ratings based upommainicredit ratings assigned by Moosly’
Investors Service, Inc. and Standard & Poor’s Cratan.

Customer Credit Risk

The Partnership extends credit to customers andr gihrties in the normal course of business. Then®ahip has established vari
procedures to manage its credit exposure, includiit@l credit approvals, credit limits and ternietters of credit and rights of offset. 1
Partnership also uses prepayments and guarantest tcredit risk to ensure that its establisheedit criteria are met.

The Partnership has an active credit managemenegsavhich is focused on controlling loss exposoifgankruptcies or other liquidity isst

of counterparties. If an assessment of uncollextddcounts resulted in a 1% reduction of the Pestii@s thirdparty accounts receivak
annual operating income would decrease by $5.1omilh the year of the assessment.
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Item 8. Financial Statements and Supplementary Date

Our “Consolidated Financial Statements,” togethih whe report of our independent registered puaticounting firm, begin on pagelFel
this Annual Report.

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Management, under the supervision of and with #mtigipation of our Chief Executive Officer and €hFinancial Officer, has evaluated
design and effectiveness of our disclosure contotsprocedures, as such term is defined in Raslb(e) and 15d5(e) under the Securit
Exchange Act of 1934, as amended (the “Exchang® Aastof the end of the period covered in this AnriReport. Based on such evaluat
our Chief Executive Officer and Chief Financial ©&r have concluded that, as of December 31, 2@t 2isclosure controls and procedt
were designed at the reasonable assurance levebhamaf the end of the period covered in this AhReport, our disclosure controls ¢
procedures are effective at the reasonable assutawnel to provide that information required todisclosed in our reports filed or submit
under the Exchange Act is (i) recorded, processethmarized and reported within the time period<i§ipe in the rules and forms of 1
Securities and Exchange Commission and (ii) accatedland communicated to management, includingpdocipal executive officer ai
principal financial officer, as appropriate, tooall for timely decisions regarding required disclesu

Internal Control Over Financial Reporting

(a) Management’s Report on Internal Control Over Fhancial Reporting

Management is responsible for establishing and taiaing adequate internal control over financigbading, as such term is defined
Exchange Act Rules 13a-15(f) and 1B58(f). Management, including the Chief Executivdicar and Chief Financial Officer, conducted
evaluation of the effectiveness of the internaltoarover financial reporting based on the Inter@ahtrol —Integrated Framework issued
the Committee of Sponsoring Organizations of thea@iway Commission. Based on the results of thikiatian, management concluded
the internal control over financial reporting wdfeetive as of December 31, 2012, as stated irefiert included in ourConsolidated Financi
Statements” on page F-2 of this Annual Report, Wwiddncorporated herein by reference.

The business of Saddle Butte Pipeline, LLC that Plagtnership purchased on December 31, 2012 wdsadext from the scope of ¢
managemens assessment of the effectiveness of our inteoratal over financial reporting as of December 3112. This business constitu
20.1% of our total assets as of December 31, 2012.

(b) Changes in Internal Control Over Financial Reprting

During the three months ended December 31, 20&2e thwere no changes in our internal control ovaarfcial reporting that have materi
affected or are reasonably likely to materiallyeaff our internal control over financial reporting.

Item 9B. Other Information.

None.
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PART III
Item 10.Directors, Executive Officers and Corporate Governace.

Our executive officers listed below serve in thmeaapacity for the general partner and devote time¢ as needed to conduct the busines
affairs of both the Company and the PartnershigaBse our only cashenerating assets are direct and indirect partipeisterests in th
Partnership, we expect that our executive offisitsdevote a substantial majority of their time ttee Partnershig’ business. We expect
amount of time that our executive officers devateour business as opposed to the Partnesshipsiness in future periods will not
substantial unless significant changes are mattestoature of our business.

Our directors hold office until the earlier of theieath, resignation, removal or disqualificatioruatil their successors have been electec
qualified. Officers serve at the discretion of tward of directors. There are no family relatiopshamong any of our directors or exect
officers. Please read “Certain Relationships anidtBe Transactions—Stockholders’ Agreemdiot’ a discussion of arrangements amonc
stockholders pursuant to which our directors wetected prior to our IPO. The following table sktgh certain information with respect to «
directors, executive officers and other officer@fBEebruary 15, 2013.

Name Age Position
Rene R. Joyc 65 Executive Chairman of the Board and Direc
Joe Bob Perkin 52 Chief Executive Officer and Directi
James W. Whale 71 Advisor to Chairman and CEO and Direc
Michael A. Heim 64 President and Chief Operating Offic
Jeffrey J. McParlan 58 Presider-Finance and Administratic
Roy E. Johnso 68 Executive Vice Presidel
Paul W. Chun¢ 52 Executive Vice President, General Counsel and Sag
Matthew J. Meloy 35 Senior Vice President, Chief Financial Officer dndasure!
John R. Sparge 59 Senior Vice President and Chief Accounting Offi
Charles R. Cris 65 Director
In Seon Hwan 36 Director
Peter R. Kaga 44 Director
Chris Tong 56 Director
Ershel C. Redd J 65 Director

Rene R. Joychas served as Executive Chairman of the Board &, tRe general partner and TRI since January 12 20@ as a director of t
Company since its formation on October 27, 2005 ahdhe general partner since October 2006. Mycdaopreviously served as Ct
Executive Officer of the Company between October2D5 and December 31, 2011, the general pareterelen October 2006 and Decen
31, 2011 and TRI between February 2004 and DeceBihe2011. He also served as director of TRI betw2004 and December 31, 2011
was a consultant for the TRI predecessor comparipgl@2003. He is also a member of the supervisagctbrs of Core Laboratories N.V. I
Joyce served as a consultant in the energy inddiging 2000 through 2003 providing advice to variarergy companies and inves
regarding their operations, acquisitions and digjpos. Mr. Joyce served as President of onshgoelipie operations of Coral Energy, LLC
subsidiary of Shell Oil Company (“Shell”) from 198&ough 1999 and President of energy servicesoodlEnergy Holding, L.P. (“Coral’g
subsidiary of Shell which was the gas and powerkatarg joint venture between Shell and Tejas Gap@ation (“Tejas”),during 1999. Mi
Joyce served as President of various operatingdiabes of Tejas, a natural gas pipeline compdrogm 1990 until 1998 when Tejas v
acquired by Shell. As the founding Chief Executvfficer of TRI, Mr. Joyce brings deep experiencehe midstream business, expan
knowledge of the oil and gas industry, as welleationships with chief executives and other semanagement at peer companies, custc
and other oil and natural gas companies througtimitvorld. His experience and industry knowledgemplemented by an engineering

legal educational background, enable Mr. Joycertivide the board with executive counsel on the falhge of business, technical,

professional matters.
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Joe Bob Perkinhas served as Chief Executive Officer and direofathe Company, the general partner and TRI simceidry 1, 2012. M
Perkins previously served as President of the Compeatween the date of its formation on OctoberZ005 and December 31, 2011, of
general partner between October 2006 and Decenbh@031 and of TRI between February 2004 and Deeedib, 2011. He was a consul
for the TRI predecessor company during 2003. MrkiRe was an independent consultant in the enardystry from 2002 through 2003 ¢
was an active partner in an outdoor advertising filuring a portion of such time period. Mr. Perkggsved as President and Chief Oper:
Officer for the Wholesale Businesses, Wholesaleu3rand Power Generation Group of Reliant Resouloes,and its parent/predeces
companies, from 1998 to 2002 and Vice Presidentp@ate Planning and Development, of Houston Irreessfrom 1996 to 1998. He sen
as Vice President, Business Development, of Cooah 1995 to 1996 and as Director, Business Devedmpirof Tejas from 1994 to 19¢
Prior to 1994, Mr. Perkins held various positionishwithe consulting firm of McKinsey & Company andthvan exploration and producti
company. Mr. Perkinghtimate knowledge of all facets of the Companyrjwaa from his service as President from its fomgdihrough 201
and his current service as Chief Executive Offexed director, coupled with his broad experienctheoil and gas industry, and specificall
the midstream sector, his engineering and busiadssational background and his experience withinkestment community enable |
Perkins to provide a valuable and unique perspettithe board on a range of business and managjematters.

James W. Whalehas served as Advisor to Chairman and CEO of thepgaay, the general partner and TRI since Janua®p1? and as
director of the Company since its formation on ®eio27, 2005, of the general partner since Febr@@67 and of TRI between 2004 i
December 2010. Mr. Whalen previously served as tkex Chairman of the Board of the Company and H&ween October 25, 2010
December 31, 2011 and of the general partner bet@eeember 15, 2010 and December 31, 2011. Hesals®d as PresideRtnance an
Administration of the Company and TRI between Jan@806 and October 2010 and the general partrterees October 2006 and Decenr
2010 and for various Targa subsidiaries since Nder2005. Between October 2002 and October 2005\WHalen served as the Senior \
President and Chief Financial Officer of Parkerliwg Company. Between January 2002 and OctobeR 208 was the Chief Financial Offii
of Diversified Diagnostic Products, Inc. He senasdChief Commercial Officer of Coral from Februa808 through January 2000. Previot
he served as Chief Financial Officer for Tejas fro@92 to 1998. Mr. Whalen brings a breadth andidepexperience as an executive, b
member, and audit committee member across seviffirletit companies and in energy and other industeas. His valuable management
financial expertise includes an understanding efdbcounting and financial matters that the Pashiprand industry address on a regular basi

Michael A. Heirrhas served as President and Chief Operating Officre Company, the general partner and TRI sikaceiary 1, 2012. N
Heim previously served as Executive Vice President Chief Operating Officer of the Company betwtendate of its formation on Octol
27, 2005 and December 2011, of the general pabtgreen October 2006 and December 2011 and of &®Rlden April 2004 and Deceml|
2011 and was a consultant for the TRI predecessupany during 2003. Mr. Heim also served as a dtarguin the energy industry from 2C
through 2003 providing advice to various energy panies and investors regarding their operationgyiaitions and dispositions. Mr. He
served as Chief Operating Officer and ExecutiveeVRresident of Coastal Field Services, a subsidiaryhe Coastal Corp. (“Coastald)
diversified energy company, from 1997 to 2001 amesient of Coastal States Gas Transmission Comfrany 1997 to 2001. In the
positions, he was responsible for Coastafiidstream gathering, processing, and marketisinbases. Prior to 1997, he served as an offic
several other Coastal exploration and producticarketing and midstream subsidiaries.

Jeffrey J. McParlanhas served as PresidentFinrance and Administration of the Company and TiR¢es October 25, 2010 and of the ger
partner since December 15, 2010. He has also saweddirector of TRI since December 16, 2010. WMtParland served as Executive \
President and Chief Financial Officer of the Compaetween October 27, 2005 and October 25, 20100&dR| between April 2004 al
October 25, 2010 and was a consultant for the Tietlgressor company during 2003. He served as Execdice President and Ch
Financial Officer of the general partner betweerioBer 2006 and December 15, 2010 and served aseetati of the general partner fr
October 2006 to February 2007. Mr. McParland seagdreasurer of the Company from October 27, 2068 May 2007, of the genel
partner from October 2006 until May 2007 and of TRIm April 2004 until May 2007. Mr. McParland serV as Secretary of TRI betwe
February 2004 and May 2004, at which time he wastetl as Assistant Secretary. Mr. McParland semge8enior Vice President, Financ
Dynegy Inc., a company engaged in power generatienmidstream natural gas business and energyetiragk from 2000 to 2002. In tt
position, he was responsible for corporate finaame treasury operations activities. He served agoB¥ice President, Chief Financial Offit
and Treasurer of PG&E Gas Transmission, a midstreatural gas and regulated natural gas pipelinepeos from 1999 to 2000. Prior
1999, he worked in various engineering and finapositions with companies in the power generatiod angineering and construct
industries.
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Roy E. Johnsohas served as Executive Vice President of the Conpince its formation on October 27, 2005, of gemeral partner sin
October 2006 and of TRI since April 2004 and waasultant for the TRI predecessor company durd@32Mr. Johnson also served
consultant in the energy industry from 2000 throfJ03 providing advice to various energy compardad investors regarding th
operations, acquisitions and dispositions. He seasVice President, Business Development anddemasof the International Group of Te
from 1995 to 2000. In these positions, he was nesipte for acquisitions, pipeline expansion andali@@ment projects in North and So
America. Mr. Johnson served as President of Lougsidesources Company, a company engaged in ineasitural gas transmission, fr
1992 to 1995. Prior to 1992, Mr. Johnson held wexipositions with a number of different companieshie upstream and downstream en
industry.

Paul W. Chunchas served as Executive Vice President, Generatsaband Secretary of the Company since its foanain October 27, 20(
of the general partner since October 2006 and dfsiiRe May 2004. Mr. Chung served as ExecutiveeMReesident and General Counst
Coral from 1999 to April 2004; Shell Trading Nomerica Company, a subsidiary of Shell, from 200 April 2004; and Coral Energy, LL
from 1999 to 2001. In these positions, he was nesipte for all legal and regulatory affairs. Hewveat as Vice President and Assistant Gel
Counsel of Tejas from 1996 to 1999. Prior to 1996, Chung held a number of legal positions witHeliént companies, including the law fi
of Vinson & Elkins L.L.P.

Matthew J. Meloyhas served as Senior Vice President, Chief Finafffacer and Treasurer of the Company and TRI sifctober 25, 20!
and of the general partner since December 15, 20£.0Meloy served as Vice President Finance and Treasurer of the Company and
between April 2008 and October 2010, and as Dire&orporate Development of the Company and TRibeh March 2006 and March 2(
and of the general partner between March 2006 aartiM2008. He has served as Vice PresiderfEirance and Treasurer of the ger
partner between April 2008 and December 15, 2010.Mé&loy was with The Royal Bank of Scotland in #teuctured finance group, focus
on the energy sector from October 2003 to Marct626ibst recently serving as Assistant Vice Pregiden

John R. Spargehas served as Senior Vice President and Chief Adtowy Officer of the Company and TRI since Janu2®®6 and of th
general partner since October 2006. Mr. Spargeredeas Vice President, Internal Audit of the Comphetween October 2005 and Jani
2006 and of TRI between November 2004 and Janud®®.2Mr. Sparger served as a consultant in theggnadustry from 2002 throu
September 2004, including TRI between February 280d September 2004, providing advice to variousrggn companies and entit
regarding processes, systems, accounting and ahteontrols. Prior to 2002, he worked in various@amting and administrative positions v
companies in the energy industry, audit and coimmgulpositions in public accounting and consultingsiions with a large internatiot
consulting firm.

Charles R. Crisphas served as a director of the Company sinceoitadtion on October 27, 2005 and of TRI betweenrilaly 2004 an
December 2010. Mr. Crisp was President and Chiethtve Officer of Coral Energy, LLC, a subsidiafyShell Oil Company from 1999 ur
his retirement in November 2000, and was PresidadtChief Operating Officer of Coral from Janua8g& through February 1999. Priol
this, Mr. Crisp served as President of the poweregtion group of Houston Industries and, betwe#8B8land 1996, as President and C
Operating Officer of Tejas. Mr. Crisp is also aedior of AGL Resources Inc., EOG Resources Inc. latefcontinentalExchange, Inc. !
Crisp brings extensive energy experience, a vadénstanding of many aspects of our industry anaeepce serving on the boards of o
public companies in the energy industry. His lealigr and business experience and deep knowledgarious sectors of the energy indu
bring a crucial insight to the board of directors.

In Seon Hwanhas served as a director of the Company since N8g,20f TRI between May 2006 and December 2010tladeneral partn
since February 2011. Mr. Hwang is a Member and MengaDirector of Warburg Pincus LLC and a geneiattiper of Warburg Pincus & C
where he has been employed since 2004, and becaamgnar of Warburg Pincus & Co. in 2009. Priojdiming Warburg Pincus, Mr. Hwal
worked at GSC Partners, a distressed investmant fiom 2002 until 2004, the M&A group at Goldmaac8s from 1998 to 2000, and
Boston Consulting Group from 1997 to 1998. He soal director of Competitive Power Ventures, Guwh&t Energy Resources, LLC, Om
Energia Renovavel S.A. and Venari LLC and serveghaninvestment committee of Sheridan Productiortneées LLC. Mr. Hwang we
appointed as a director because certain investfnads managed by Warburg Pincus LLC, for whom Mwarg is a managing director ¢
member, previously controlled us through their omghig of securities in Targa Resources Corp. MraHgvhas significant experience v
energy companies and investments and broad faityili@ith the industry and related transactions aagital markets activity, which enhai
his contributions to the board of directors.
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Peter R. Kagalhas served as a director of the Company sinceiitsétion on October 27, 2005, of the general pagimee February 2007 a
of TRI between February 2004 and December 2010.Kdgan is a member and Managing Director of WarkRircus LLC and a gene
partner of Warburg Pincus & Co., where he has le@eployed since 1997 and became a partner of Wamingus & Co. in 2002. He is als
member of Warburg Pincug&xecutive Management Group. He is also a directdxmero Resources Corporation, Asian Amercian Gas,
Canbriam Energy, Fairfield Energy Limited, Hawkwodergy LLC, Laredo Petroleum, MEG Energy Corp. ®edari Resources LLC. N
Kagan was appointed as a director because cene@stment funds managed by Warburg Pincus LLCwoom Mr. Kagan is a managi
director and member, previously controlled us tgfodheir ownership of securities in Targa Resour€esp. Mr. Kagan has significe
experience with energy companies and investmertdeoad familiarity with the industry and relatedrtsactions and capital markets acti
which enhance his contributions to the board céators.

Chris Tonghas served as a director of the Company since 3a2086 and of TRI between January 2006 and Dece2®E). Mr. Tong is
director of Kosmos Energy Ltd. He also served dsector of Cloud Peak Energy Inc. from October 20@til May 2012. He served as Se
Vice President and Chief Financial Officer of NoBleergy, Inc. from January 2005 until August 20i88.also served as Senior Vice Presi
and Chief Financial Officer for Magnum Hunter Res®s, Inc. from August 1997 until December 2004orPthereto, he was Senior V
President of Finance of Tejas Acadian Holding Comypand its subsidiaries, including Tejas Gas Cdkpadian Gas Corporation and Tran:
Inc., all of which were whollypwned subsidiaries of Tejas Gas Corporation. Mndrbeld these positions from August 1996 until AstdlD97
and had served in other treasury positions witlagsjnce August 1989. Mr. Tong brings a breadthdepdh of experience as a chief finan
officer in the energy industry, a financial exegatia director of other public companies and a nenab other audit committees. He bri
significant financial, capital markets and enenmgguistry experience to the board and in his posdmthe chairman of our Audit Committee.

Ershel C. Redd Jihas served as a director of the Company since Bgb2011. Mr. Redd has served as a consultarterebergy indust
since 2008 providing advice to various energy camgsmand investors regarding their operations, igtgpns and dispositions. Mr. Redd v
President and Chief Executive Officer of El Paseckic Company, a public utility company, from M2§07 until March 2008. Prior to th
Mr. Redd served in various positions with NRG Ewetgc., a wholesale energy company, including xeachtive Vice PresidentGommercie
Operations from October 2002 through July 2006Peesident “Western Region from February 2004 through July 2@0®1 as a direct
between May 2003 and December 2003. On May 14, ,208% filed for protection under Chapter 11 of #hederal Bankruptcy Code. !
November 24, 2003, NRG's Chapter 11 Plan of Redzgdan was confirmed. Mr. Redd served as ViceskRient of Business Developm
for Xcel Energy Markets, a unit of Xcel Energy Infrom 2000 through 2002, and as President andf@herating Officer for New Centu
Energys (predecessor to Xcel Energy Inc.) subsidiary,afe®hio Gas Company, from 1997 through 2000. MddRarings to the Compa
extensive energy industry experience, a vast utatetig of varied aspects of the energy industy @xperience in corporate performa
marketing and trading of natural gas and natural lgaids, risk management, finance, acquisitiond divestitures, business developm
regulatory relations and strategic planning. Halkrship and business experience and deep knowtédgeious sectors of the energy indu
bring a crucial insight to the board of directors.

Board of Directors

Our board of directors consists of eight membehe Board reviewed the independence of our direcisirg the independence standards ¢
NYSE and, based on this review, determined thatske<risp, Hwang, Kagan, Redd and Tong are indipenwithin the meaning of t
NYSE listing standards currently in effe

Our directors are divided into three classes sgrstaggered thregear terms. Class I, Class Il and Class Il directaill serve until our annu
meetings of stockholders in 2014, 2015 and 201sheaetively. The Class | directors are Messrs. Caisgp Whalen, the Class Il directors
Messrs. Redd, Perkins and Hwang and the Classrttdrs are Messrs. Kagan, Tong and Joyce. At eaclial meeting of stockholde
directors will be elected to succeed the classirefctbrs whose terms have expired. This classifioabf our board of directors could have
effect of increasing the length of time necessarghtange the composition of a majority of the baardirectors. In general, at least two ani
meetings of stockholders will be necessary forldtotders to effect a change in a majority of themhers of the board of directors.
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Committees of the Board of Directors

Our board of directors has four standing committees Audit Committee, a Compensation Committee, a iNating and Governan
Committee and a Conflicts Committeand may have such other committees as the boatleztors shall determine from time to time. E
of the standing committees of the board of directas the composition and responsibilities desgridetow.

Audit Committet

The members of our Audit Committee are Messrs. T&egld and Crisp. Mr. Tong is the Chairman of tdmmittee. Our board of direct
has affirmatively determined that Messrs. CrispgdReand Tong are independent as described in the af the NYSE and the Exchange ,
Our board of directors has also determined thaedapon relevant experience, Mr. Tong is an “acmltmittee financial expertis defined i
Item 407 of Regulation S-K of the Exchange Act.

This committee oversees, reviews, acts on and temor various auditing and accounting matters tobmard of directors, including: t
selection of our independent accountants, the sobpar annual audits, fees to be paid to the ieddpnt accountants, the performance o
independent accountants and our accounting practiceaddition, the Audit Committee oversees oungliance programs relating to legal .
regulatory requirements. We have adopted an Audiihi@ittee charter defining the committegirimary duties in a manner consistent witt
rules of the SEC and NYSE or market standards.

Compensation Committee

The members of our Compensation Committee are Mleg&sgan, Crisp and Hwang. Mr. Crisp is the Chairnod this committee. Th
committee establishes salaries, incentives and fihms of compensation for officers and other esgpkes. Our Compensation Committee

administers our incentive compensation and bempddihs. We have adopted a Compensation Committegechdefining the committeg’
primary duties in a manner consistent with thegwaktthe SEC and NYSE or market standards.

Nominating and Governance Commit

The members of our Nominating and Governance Coteenére Messrs. Kagan, Redd and Tong. Mr. Kagdei€hairman of this committe
This committee identifies, evaluates and recommepuadified nominees to serve on our board of de;tdevelops and oversees our inte
corporate governance processes and maintains ageraeat succession plan. We have adopted a Nongnatid Governance Commit
charter defining the committee’s primary dutiegimanner consistent with the rules of the SEC ari§Bor market standards.

In evaluating director candidates, the Nominating &overnance Committee assesses whether a cangiolsgesses the integrity, judgm
knowledge, experience, skills and expertise thatlizely to enhance the boasdability to manage and direct the affairs and ess of th
Company, including, when applicable, to enhanceathiity of committees of the board to fulfill threduties.

Conflicts Committee

The members of our Conflicts Committee are MesSrisp, Redd and Tong. Mr. Tong is the Chairmanhi§ tommittee. This Committ
reviews matters of potential conflicts of interesd, directed by our board of directors. We adopt&bnflicts Committee charter defining
committee’s primary duties.

Corporate Governance

Code of Business Conduct and Ethics

Our board of directors has adopted a Code of EfhizsChief Executive Officer and Senior Financidfi€ers (the “Code of Ethics”)which
applies to our Chief Executive Officer, Chief Fic#i Officer, Chief Accounting Officer, Controllend all of our other senior financial ¢
accounting officers, and our Code of Conduct (t@®de of Conduct”), which applies to our and ourssdiaries’ officers, directors ar

employees. In accordance with the disclosure rements of applicable law or regulation, we intemdlisclose any amendment to, or wa
from, any provision of the Code of Ethics or Cod€onduct under Item 5.05 of a current report omi8-K.
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Available Informatior

We make available, free of charge within the “Cogbe GovernanceSection of our website at www.targaresources.cochiarprint to an
stockholder who so requests, our Corporate Govem@uidelines, Code of Ethics, Code of Conduct,idGdmmittee Charter, Compensal
Committee charter and Nominating and Governancerfittee charter. Requests for print copies may bectid to: Investor Relations, Ta
Resources Corp., 1000 Louisiana, Suite 4300, Haustexas 77002 or made by telephone by calling )(B&1-1000. The informatic
contained on or connected to, our internet welisitet incorporated by reference into this Annuap®&t and should not be considered pe
this or any other report that we file with or fughito the SEC.

Corporate Governance Guidelines

Our board of directors has adopted corporate gave guidelines in accordance with the corporategance rules of the NYSE.

Executive Sessions of Management Directors

Our nonmanagement directors meet in executive sessioroutithanagement participation at regularly schedebegtutive sessions. Thi
meetings are chaired by Mr. Peter Kagan.

Interested parties may communicate directly with won-management directors by writing to: Ndanagement Directors, Targa Resou
Corp., 1000 Louisiana, Suite 4300, Houston, Tex&0Z.

Section 16(a) Beneficial Ownership Reporting Congice
Section 16(a) of the Securities Exchange Act of41@Rjuires our directors, executive officers anthXockholders to file with the SEC rept
of ownership and changes in ownership of our egsé@gurities. Based solely upon a review of the enmif the Form 3, 4 and 5 rep

furnished to us and certifications from our direstand executive officers, we believe that durifd2 all of our directors, executive offic
and beneficial owners of more than 10% of our communaits complied with Section 16(a) filing requirents applicable to them.
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Item 11.Executive Compensation
Compensation Discussion and Analysis

The following Compensation Discussion and Analy8&D&A”) contains statements regarding our compensatiorrgmagand our executi
officers’ business priorities related to our compensatiogams and target payouts under the programs. Theseess priorities are disclo:
in the limited context of our compensation prograand should not be understood to be statementsangemen$ expectations or estima
of results or other guidance.

Overview

Compensatory arrangements with our executive affidgdentified in the Summary Compensation Tableaffied executive officers™are
approved by the Compensation Committee of our Bo&irectors (the “Compensation CommitteeFor 2012, our named executive offic
were:

« Rene R. Joyce — Executive Chairman of the Board;

« Joe Bob Perkins — Chief Executive Officer;

« James W. Whalen —Advisor to Chairman and CEO;

« Michael A. Heim — President and Chief Operatingic2if, and

« Matthew J. Meloy — Senior Vice President, Chiefdficial Officer and Treasurer.

Our named executive officers also serve as exexufificers of the general partner. We own a 14ib84rest in the Partnership, including
2% general partner interest, and are the indiractrt of the general partner. The compensatiaornmdtion described in this Compensa
Discussion and Analysis and contained in the tatilas follow reflects all compensation received duiy named executive officers for

services they provide to us and for the serviceyg grovide to the general partner and the Partigfehthe years covered.

All decisions regarding this compensation are magiethe Compensation Committee, except that lmmgy equity incentive awar
recommended by the Compensation Committee undefdhga Resources Partners Lohgrn Incentive Plan are approved by the boa
directors of the general partner who overseesplaait The named executive officers devote thaietas needed to the conduct of our bus
and affairs and the conduct of the Partnershipisiness and affairs. During 2012, the Partiensimbursed us and our affiliates for
compensation of our named executive officers pursta the Partnership Agreement and the terms, sulject to the limitations, of t
Omnibus Agreement, which will expire in April 201%ee ftem 13. Certain Relationships and Related Traiwmast and Directc
Independence—Omnibus Agreement” for additional imfation regarding the Partnerstipeimbursement obligations for 2012 and for :
following the expiration of the Omnibus Agreement.

The Compensation Committee believes that the axitdmas taken to govern compensation in a resplengiay as described in this CD&A ¢
the Companys performance over its relative brief trading higtavill demonstrate that our compensation prograars structured to p.
reasonable amounts for performance based on owrstadding of the markets and that our shareholtiers realized substantial returns s
our public offering.

At our 2011 Annual Meeting, more than 99% of theéegocast by our shareholders approved the compemgaid to our named execut
officers as described in the CD&A and the otheaterl compensation tables and disclosures containedr Proxy Statement filed with t
SEC on April 4, 2011. The Board of Directors and @ompensation Committee reviewed the resultsisfuiite and concluded that with t
level of support, no changes to our compensatiaigdeand philosophy needed to be considered asudt i the vote. In accordance with
preference expressed by our shareholders to coaduativisory vote on executive compensation evagetyears, the next advisory vote
occur at our 2014 Annual Meeting.
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Summary of 2012 Compensation Decisic

While the compensation arrangements for our nameduive officers during fiscal 2012 remained sahgally similar to those in place duri
fiscal 2011, specific compensatory changes in 20d2ded the following:

» Base salary raises were approved for our namedixeofficers, ranging from 2.4% to 17.0%. Thegkr adjustments approv
for Mr. Heim and Mr. Meloy were implemented to esfl the increased responsibilities of these namxedutive officers i
connection with organizational restructurings oé@xtive roles and dutie

« Mr. Meloy’s target bonus amount under our annual incenti&e was increased to 50% of his base salary from dDbts bas
salary in 2011, in order to reflect his promotionChief Financial Officer. The target bonus amsuot all other named execut
officers did not change from 201

o On January 12, 2012, we adopted the Executive Ghan@ontrol Program, which provides “double triggbenefits, includin
cash payments, to our named executive officerovatlg a qualifying termination in connection with change in contn
event. Under a “double triggeplan, both a change in control and a qualifyingnieation must occur in order for an executiv
be entitled to the change in control benefits. Wkeve these posermination change in control benefits are appaiply aligne:
with shareholder interests are important in atingctand retaining qualified executives and areime Iwith similar benefil
provided by our Peer Group and other companieswitich we compete for executive tale

Summary of Key Strategic Resul

Our main source of cash flow is from our general Bmited partner interests and our incentive disttion rights in the Partnership, which
leading provider of midstream natural gas and @hwas liquid services in the United States. A<desd in “Management’ Discussion ar
Analysis of Financial Conditions and Results of @piens” in our Annual Report on Form ¥J-our 2012 financial results and the 2
financial results of the Partnership as well as20&2 strategic and operational accomplishmente Wweth significant improvements relative
2011 results. In summary, some of our more sigaufi financial, operational and strategic highlsgint2012 included:

« On balance, excellent execution across ouwinegses offset by weaker commodity prices, with Bartnershig EBITDA
nonetheless at the low end of public guidal

» Excellent execution on announced expansion prgj

» Launch of additional expansion projec

e Continued development of our potential future exgi@m projec! portfolio;

» Successfunegotiation of the agreement for and closing ofdbguisition of a Bakken shale midstream busir

* A strong track record and performance regardingtgeind compliance with all aspects of our businessuding environment
and regulatory complianc

See “Components of Executive Compensation Prodoamiscal 2012—Annual Cash Incentive Bonifs” further detail regarding tl
above summary highlight

Consistent with, and in recognition of, these aedgents, in January 2013 we awarded 2012 annuhl inasntive bonuses to our nar
executive officers at 165% of the target level. W&o approved base salary raises to bring our daecutive officers more closely in |
with salaries provided to executives at companigkinvour Peer Group, adjusted for company sizee 013 annual incentive bonus ta
was increased for Mr. Perkins to be more in linthwiose of chief executive officers at our Peeouprcompanies and the loterm equit
incentive award opportunity for 2013 for Messrsridtes and Heim was increased to be more in linéh whiose provided to executives
companies within our Peer Group, in all cases aeljlufor company size. See “Role of Peer GroupBerchmarkingfor a description of ot
Peer Group companies for 2012, including the resjwasmethodology used by BDO USA, LLC, the compénoeaconsultant engaged by
Compensation Committee (the “Compensation Condtijtan adjust for company size, and see “Change®013”for additional informatio
regarding base salary and incentive bonus opptytimireases effected for fiscal 2013.
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Discussion and Analysis of Executive Compensat

Compensation Philosophy

The Compensation Committee believes that total @rsation for our executives should be competitiith #he market in which we comp:
for executive talent, which encompasses not onlgstneam natural gas companies but also other ernedgygtry companies as describe

“Role of Peer Group and Benchmarkingglow. The following compensation objectives guide Compensation Committee in its deliberat
about executive compensation matters:

e _Competition Among PeersThe Compensation Committee believes our exeeutbmpensation program should provide a
competitive total compensation program that enaldet® attract and retain key executiv

« _Accountability for PerformanceThe Compensation Committee believes our exegwtmpensation program should ensure ar
alignment between our strategic and financial peréoce and the total compensation received by aned executive
officers. This includes providing compensationferformance that reflects individual and compaesfgrmance both in
absolute terms and relative to our Peer Gr

e _Alignment with Shareholder Interest$he Compensation Committee believes our exeggivmpensation program should
ensure a balance between short-term and long-temmpensation while emphasizing at-risk or varialdmpensation as a

valuable means of supporting our strategic goatlsadigning the interests of our named executivecef with those of our
shareholders

» _Supportive of Business Goal3he Compensation Committee believes that oal tmimpensation program should support our
business objectives and prioriti
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Consistent with this philosophy and the compengatiojectives, our executive compensation progracomprised of the following eleme

of compensation:

individual's role, experience, qualifications and
performance

Compensation
Element Description Role in Total Compensation
Base Salary Competitive fixed cash compensation based on e A core element of competitive total compensatiomortant

in attracting and retaining key executives

lAnnual Cash
Incentive Bonus

Variable cash payouts are tied to achievement of
annual financial, operational and strategic busineq
priorities and are determined in the sole discretib

e Aligns named executive officers with annual styate
operational and financial results
e Recognizes individual and performance-based dmrtidns

to annual results

e Supplements base salary to help attract and retaoutives

e Aligns named executive officers with sustainedgkb@rm
value creation

e Creates opportunity for a meaningful and sustained

Equity-settled performance unit awards granted upde ownership stake

the Partnership’s Long-Term Incentive Plan e Combined with salary and annual bonus, provides a
competitive total target direct compensation opyuty
substantially contingent on our performance reéattvour
LTIP Peer Grouj

e Our named executive officers are eligible to pgtte in
benefits provided to other Company employees

e Contributes toward financial security for varidife events
(e.g., disability or death)

e Generally competitive with companies in the migam
sector

e Helps mitigate possible disincentives to pursueeradded

the Compensation Committee

Long-Term Equity
Incentive Awards

Restricted stock awards granted under our Stock
Incentive Plan

Benefits 401(k) plan, health and welfare benefits

Post-Termination [‘Double trigger” change in control payments

Compensation merger or acquisition transactions if employmeiispects
are uncertain
e Provides assistance with transition if post-tratisa
employment is not offere
Perquisites None, other than minimal parking subsid e Compensation Committee’s policy is not to pay for

perquisites for any of our named executive officetker
than minimal parking subsidi

Fiscal 2012 Total Direct Compensation

We review the mix of base salary, annual cash itneetonuses and long-term equity incentive awdrds ., total direct compensation) ei
year for the Company and for our Peer Group. Wawvihe various components of total direct compémsads related but distinct a
emphasize pay for performance, with a significamitipn of total direct compensation reflecting akriaspect tied to long- and shoetsr
financial and strategic goals. Although we tydicadrget annual longerm equity incentive awards as a percentage of bakry, we ha
historically not operated under any formal policies guidelines for allocating compensation betwdéamgterm and currently paid c
compensation, between cash and non-cash compansatiamong different forms of narash compensation. However, we believe tha
compensation packages are representative of ao@pgie mix of compensation components, and weigatie that we will continue to utili
a similar, though not identical, mix of compensatio future years.
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The approximate allocation of total direct compéiosaefor our named executive officers in fiscal 20% presented below. This reflects (i)
salary rates in effect as of December 31, 201Rtgiget annual cash incentive bonuses for serngee®rmed in fiscal 2012, and (iii) the gr
date fair value of long-term equity incentive awsaglanted during fiscal 2012.

Fiscal 2012 Total Direct Compensation

James W. Michael A. Matthew J.

Rene J. Joyce Joe Bob Perkins Whalen Heim Meloy
Base Salar 26% 29% 32% 31% 39%
Annual Cash Incentive Boni 26% 23% 25% 24% 20%
Long-Term Equity Incentive Award 48% 48% 43% 45% 41%
Total 100% 100% 100% 100% 100%

In the two full calendar years since our DecemlixrO2public offering, the target total direct comgation (salary plus target bonus plus ¢
value of annual equity awards) available to oure€lixecutive Officer has been set by the Compemsaiommittee at a level that
approximately 70% of the market total compensaliéwel that our Peer Group compabgsed regression models predict for a company «
size as measured by market capitalization and tmtakts. The following chart illustrates the relaghip between the target total di
compensation available to our Chief Executive @ffiand the market level developed by our Compeams&onsultant for the last three ye
The decrease in the Chief Executive Officer tafgeh 2010 to 2011 corresponds to Mr. Perkin’s appoent to that position for 2011.
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Total Direct Compensation

Because incentive compensation comprises 72% o€abief Executive Offices total compensation opportunity, the amount of pensatio
he may realize may be more or less than the tangetnt as determined in particular by our Compémsafommittee$ evaluation of ot
performance, the total unitholder return on thdraship’s common units and the total return of @mmon stock relative to peer companies.

In the two full calendar years since our Deceml®O2public offering, we have delivered annual to&tlirn to our shareholders of 55.2%
33.6%, respectively.

Methodology and Proces

Role of Peer Group and Benchmark

When evaluating compensation levels for each naesmedutive officer, the Compensation Committee, \ilith assistance of the Compense
Consultant, reviews publicly available compensatiata for executives in our Peer Group and comgiemssurveys and uses that informa

to set compensation levels for the named execofifigers in the context of their roles and levelsesponsibility, accountability and decision:

making authority and in the context of company sedative to the Peer Group. While compensatioma dilatm other companies is conside
the Compensation Committee and senior managemeamtcaitempt to set compensation components to speeific benchmarks.
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The Peer Group company data that is reviewed bipiseranagement and the Compensation Committeeniglgione factor out of many tha
used in connection with the establishment of thmmensation for our officers. The other factors @b&r®d include, but are not limited to,
available compensation data, rankings and compesjq@) effort and accomplishment on a group amdiviidual basis, (iii) challenges fac
and challenges overcome, (iv) unique skills, (Wtdbution to the management team and (vi) the gqaron of both the Board of Directors
the Compensation Committee of our performanceivelab expectations and actual market/businessitions. All of these factors, includii
Peer Group company data and analysis, are utilizead subjective assessment of each ywedgcisions relating to base salary, annual
incentive bonus, and long-term equity incentive @rdecisions.

The Peer Group considered by the Compensation Cthesnin consultation with senior management for gensation comparison purpo
includes midstream master limited partnerships (Pdl) and other energy utilities and exploration and patidn companies to reflect 1
market in which we compete for executive talentir @nalysis places greater weight on the compenrsdtita reported by other publidigdec
midstream partnerships that are comparable to wizénas measured by market capitalization and assets. Utilities and exploration
production companies selected for the Peer Grautheé Compensation Committeedpinion, provide relevant reference points beeahs)
have similar or related operations, compete in gsame or similar markets, face similar regulatonaliemges and require similar ski
knowledge and experience of their executive offices we require of our executive officers.

Because many companies in the Peer Group are [Hrgerus as measured by market capitalization atiadl dssets, with the assistance o
Compensation Consultant, compensation data forPer Group companies is analyzed using multipleessipn analysis to develoj
prediction of the total compensation that Peer @roompanies of comparable size to us would offerilarly-situated executives. T
regressed data is analyzed separately for eachgpeep and is then weighted as follows to develapfarence point for assessing our 1
executive pay opportunity relative to market preetiMLPs (given a 70% weighting), exploration amdduction companies (“E&Ps"pgiven ¢
15% weighting) and utility companies (given a 15%igiting). For 2012, the “Peer Group” companiesawver

* MLP peer companie: Atlas Pipeline Partners, L.P., Copano Energy,C.| Crosstex Energy, LP, DCP Midstream Partneps, L
Enbridge Energy Partners LP, Energy Transfer Pextihd®, Enterprise Products Partners LP, Magelléfsiveam Partners, LP,
MarkWest Energy Partners, LP, NuStar Energy LP, OKEPartners, LP, Regency Energy Partners LP anliaWig Partners
LP.

e E&P peer companie: Apache Corporation, Anadarko Petroleum Corpomatitabot Oil & Gas Corp., Cimarex Energy Co.,
Denbury Resources Inc., Devon Energy Corporati@GHResources Inc., Murphy Oil Corp., Newfield Explion Co., Noble
Energy Inc., Penn Virginia Corp., Petrohawk Enegyp., Pioneer Natural Resources Co., Southwegtieengy Co. and Ultra
Petroleum Corg

« Utility peer companiesCenterpoint Energy Inc., Dominion Resources IBahridge Inc., EQT Corp., National Fuel Gas Co.,
NiSource Inc., ONEOK Inc., Questar Corp., Semprargy, Spectra Energy Co., Southern Union Co., T@anada Corporatic
and Williams Companies In

Senior management and the Compensation Committéeweur compensatiosetting practices and Peer Group companies onaat ke
annual basis.

Role of Senior Management in Establishing Compéms&br Named Executive Office

Typically, under the direction of the Compensatiommittee, senior management consults with the @msgtion Consultant, and revie
market data and evaluates relevant compensatiefsland compensation program elements towardsithefeeach fiscal year. Based on tt
consultations and assessments of performancevieltdi key business priorities, senior managemebmgs emerging conclusions a
subsequently, a proposal to the Chairman of the femsation Committee. The proposal includes a recemdation of base salary, tar
annual cash incentive bonus opportunity and l@mgy equity incentive awards to be paid or awaribedxecutive officers for the next fis
year. In addition, the proposal includes a recontagon regarding the annual cash incentive bonusuainto be paid for the current fis
year.
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The Chairman of the Compensation Committee reviemwes discusses the proposal with senior managementhe Compensation Consult
and may discuss it with the other members of then@msation Committee, other members of the Boar®iddctors, the full Board 1
Directors and/or the full board of directors of theneral partner. The Chairman of the Compensafiommittee may request that se
management provide him with additional informatmmreconsider or revise the proposal. The result@@mmendation is then submitte
the full Compensation Committee for consideratiohjch typically invites other members of the BoafdDirectors and the directors of
general partner, and also meets separately wittCtimapensation Consultant. The final compensatianisains are reported to the Boarc
Directors.

Our senior management has no other role in det@mghcompensation for our named executive officalthiough the Compensation Commi
may delegate the approval of award grants and ¢thesactions and responsibilities regarding thaiaidtration of compensatory program:
the Executive Chairman of the Board or the Chieédtrive Officer, provided that such administrataomd approval of awards does not a
for our Section 16 officers. Our executive officenre delegated the authority and responsibilitgétermine the compensation for all o
employees.

Components of Executive Compensation Program fos€al 2012
Base Salan

The base salaries for our named executive offiaegsset and reviewed annually by the Compensatmnnittee. Base salaries for our nal
executive officers have been established baseden®roup analysis and historical salary levelgHese officers, as well as the relationshi
their salaries to those of our other executiveceff§, taking into consideration the value of thaltdirect compensation opportunities avail;
to our executive officers, including the long-teequity incentive award component of our compensgtimgram.

For 2012, the Compensation Committee authorizetk@ses in base salary for our named executiveeosfieffective March 1, 2012, as
forth in the following table. Salaries for all nathexecutive officers were increased to recognigstanding performance and to better ¢
their salaries with data generated in our Comp@rs&tonsultant Peer Group analysis regarding expected compendati companies of o
size. The increases for Messrs. Heim and Meloyewsore significant to reflect their increased resgiloilities within the organization.

Prior Base Salary Effectivi  Percent

Salary March 1, 2012 Increase
Rene R. Joyc $ 547,000 $ 560,00( $ 2.4%
Joe Bob Perkin 468,00( 480,00( 2.€%
James W. Whale 468,00( 480,00( 2.€%
Michael A. Heim 415,00( 460,00( 10.8%
Matthew J. Meloy 235,00( 275,00( 17.(%

Annual Cash Incentive Bon

For 2012, our named executive officers were el@ibl receive annual cash incentive bonuses unde2@h2 Annual Incentive Plan (the01z
Bonus Plan”)which was approved by the Compensation Committetainuary 2012. The funding of the cash bonus podlthe payment
individual cash bonuses to executive managemesitidmg our named executive officers, are subjec¢hé sole discretion of the Compense
Committee and will generally be determined nedotiowing the end of the year to which the bonuates.
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The target amount of the cash bonus pool for afileyees is equal to the sum of the target bonusuatsdor all participants in the 2012 Bo
Plan. Each participant's target bonus amount isakdo the product of the participant’'s base salangl the participard’ target bont
percentage, which may generally range from 6.0%@0%. For purposes of the 2012 Bonus Plan, theeptage of base salary that was s
the “target” amount for each named executive officbonus was as follows:

Target
Target Bonus Percentag  Bonus
(as a % of Base Salaryy, Amount

Rene R. Joyc 10C% $560,00(
Joe Bob Perkin 80% 384,00(
James W. Whale 80% 384,00(
Michael A. Heim 80% 368,00(
Matthew J. Meloy 50% 137,50(

Mr. Meloy’s target bonus percentage was increased from 4@@% effective January 12, 2012, to recognizdriseased responsibilities
our Chief Financial Officer.

The Chief Executive Officer and the Compensatiom@iittee relied on the Compensation Consultant aadket data from Peer Gra
companies and broader industry compensation pesctic establish the target bonus percentages éondimed executive officers and
applicable threshold, target and maximum percentagels for funding the cash bonus pool, which geeerally consistent with both P
Group company and broader energy compensationigeact

The Compensation Committee, after consultation lith Chief Executive Officer, established the failog overall threshold, target a
maximum levels for the 2012 Bonus Plan: (i) 50%tleé target amount of the cash bonus pool would ureldd in the event that |
Compensation Committee determined that our busiméssties had been met for the year at a threstlel; (i) 100% of the target amount
the cash bonus pool would be funded in the eveitttile Compensation Committee determined that osinbss priorities had been met for
year at a target level; and (iii) 200% of the targ®ount of the cash bonus pool would be funddatierevent that the Compensation Comm
determined that our business priorities had beenfanghe year at a maximum level. While the elishled threshold, target and maxim
levels provide general guidelines in determining finnding level of the cash bonus pool each yearios management recommends a fun
level to the Compensation Committee based on duiegement of specified business priorities for year, and the Compensation Comm
ultimately determines the total amount to be aliedato the cash bonus pool in its sole discretiaseld on its assessment of the bus
priorities and our overall performance for the year

For purposes of determining the actual fundinglle¥ehe cash bonus pool and the amount of indi@ichonus awards under the 2012 Bc
Plan, the Compensation Committee focused on thiedssspriorities listed in the table below. Thpserities are not objective in naturehey
are subjective and performance in regard to theseites is ultimately evaluated by the CompermatCommittee in its sole discretion.
such, success does not depend on achieving ayarttarget; rather, success is evaluated basgrasinnorms, expectations and unanticig
obstacles or opportunities that arise. For exajrplericanes and deteriorating or changing marketitions may alter the priorities initia
established by the Compensation Committee suchctirédin performance that would otherwise be deemedgative may, in context, b
positive result. This subjectivity allows the Coamgation Committee to account for the full indusdryd economic context of our aci
performance and that of our personnel. The Congtiems Committee considers all strategic prioritegsl reviews performance against
priorities and context but does not apply a formarlassign specific weightings to the strategionities in advance.
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Committee
2012 Business Priority Consensus Overall Assessmen
Continue to control all operating, capital apdAchieved |+  On balance, excellent execution across our busisesffset by weaker
general and administrative costs commodity prices, with the Partnership’s EBITDA etireless at the low enfl
- - of public guidance:

Invest in our businesses Exceeded . Excellent execution on: volume growth forl§i€athering and Processi
Continue priority emphasis and strong Achieved fractionation and exports; major project executiogyw growth projects
performance relative to a safe workplace and commercial arrangements; expense controljlgison and dividend

growth; credit, inventory, hedging and balance sheagement; and,
Reinforce business philosophy and mindspt Achieved capital markets execution and investor relations
that promotes compliance with all aspects|of . Somewhat offset by commodity prices, lower €alaGathering and
our business including environmental and Processing volumes and start-up issues relatedrtoan-operated Gulf
regulatory compliance Coast Fractionator expansion

Continue to tightly manage credit, inventofy,Achieved |*  Excellent execution on announced expansion projecksding: start-up of

interest rate and commodity price exposuifes the benzene saturation and de-ethanizer and skthérefrigerated HD5

i i propane export; and Sound Terminal expansion badide (at revised
Execute on major capital and developmerjt Exceeded budget) and Cedar Bayou Fractionator (“CBF”) Tréiexpansion and
projects, such as finalizing negotiations, International Export Project on schedule and budget
completing projects on time and on budget,
and optimizing economics and capital »  Launch of additional expansion projects includir@f MMcf/d plants at both
funding SAOU and Sand Hills ; 200 MMcf/d plant in North Bex and phase 2 of thg

International Export Project

Pursue selected growth opportunities, Exceeded ) ) ) ) )
including new gathering and processing . .Contlrjued deyelopr_nent of our pptgnt|al future exgb@m project portf(_)llo
build-outs, fee-based capital expenditure including: engineering and permitting for CBF Tr&i and for unit train
projects and potential purchases of strategjic facilities and the Sound and Stockton Terminalsl, potential processing
assets expansions in the Permian Basin

: ' : »  Successful negotiation of agreement for and closfracquisition of Bakken
Pursue commercial and financial approache&xceeded shale midstream business

to achieve maximum value and manage rigks

Strong track record and performance regardingsafed compliance with a

Execute on all business dimensions, inclu| Exceeded |’ ) X . : .
aspects of our business, including environmentdlragulatory compliance.

the financial business plan

After reviewing the 2012 Business Priorities, Reswind Overall Assessment as summarized abovegrinady, 2013, the Compensa
Committee, in its sole discretion, approved a dashus pool equal to 165% of the target level unkder2012 Bonus Plan. The Compense
Committee determined to pay these above targel kmreises because it considered overall performancieiding organizational performan
to have substantially exceeded expectations in 2fdsed on its assessment of the key businesstigsoii established for 2012 des)
deterioration in commodity prices.

This subjective assessment that performance sulzhpexceeded expectations was based on a gtisditavaluation rather than a mechan
guantitative determination of results across edcth® key business priorities. This subjective aatibn that performance had substant
exceeded expectations occurred with the backgremadongoing context of (i) refinements of the 2@l&iness priorities by the Board
Directors and the Compensation Committee both bkefloe beginning of and during the year, (ii) coméid discussion and active dialo
between the Board of Directors and the Compens&@mmmittee and management about priorities andpegnce, including routine repc
sent to the Board of Directors and the Compensa&iommittee, (iii) detailed monthly performance commitations to the Board of Directc
(iv) presentations and discussions in subsequeatdof Directors and Compensation Committee mestiagd (v) further discussion amt
the Board of Directors and Compensation Committe@w performance relative to expectations near éhd and following the end
2012. The extensive business and board of directperience of the members of the Compensation Gtiearand of our Board of Directc
provides the perspective to make this subjectisessnent in a qualitative manner and to evaluateageanent performance overall and
performance of individual executive officers.
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In connection with determining the funding leveltbé cash bonus pool, the Compensation Commitszedstermined the amount of the an
cash incentive bonus payments to be made to eamhcaxecutive officer under the 2012 Bonus Plardbas an evaluation of the execu
group and each offices’individual performance for the year. Becauseftimeling level of the cash bonus pool was set &4 &f the targe
amount, each named executive officer was awardbdnais amount equal to 165% of his respective tangatis amount, multiplied by
designated multiple determined by the Compensaiommittee for each named executive officer basethisnndividual performance. T
Compensation Committee determined that a performamdtiplier of 1.25x should be applied to Mr. Mgls bonus amount for the year, be
on his individual performance including his roleléading the Partnershipexecution of multiple capital markets transaaidaring 2012 ar
leading in our and the Partnerskipbverall financial strategies. All other named@xive officers received a 1.0x multiplier. Thellak
amounts of the annual cash incentive bonus awasved by the named executive officers under @i Bonus Plan to be paid by Febrt
28, 2013 are as follows:

Actual
Individual Performance Company Performance Bonus
Target Bonus Amoun Factor Factor Amount
Rene R. Joyc $ 560,00( 1.C 1.65 $924,00(
Joe Bob Perkin 384,00( 1.C 1.6 633,60(
James W. Whale 384,00( 1.C 1.6 633,60(
Michael A. Heim 368,00( 1.C 1.6 607,20(
Matthew J. Meloy 137,50( 1.2F 1.6 283,59:

Long-Term Equity Incentive Awards

In connection with our initial public offering ind&@ember 2010 (the “IPO”), we adopted the 2010 Stockntive Plan (theStock Incentiv
Plan™) under which we may grant to the named exeeufficers, other key employees, consultants @dinectors certain equitipased award
including restricted stock, bonus stock and perfotoebased awards. In addition, the general parthensps and maintains the Ta
Resources Partners Long-Term Incentive Plan (thengkTerm Incentive Plan”), under which the genguaftner may grant equityase:
awards related to the Partnersbippmmon units to individuals, including the nane&dcutive officers, who provide services to thetfaship

The Compensation Committee determines the amouloingfterm equity incentive awards under the Stock Ingerlan and recommends
the board of directors of the general partner anwuarhof long-term equity incentive awards under Bagtnership’s Long-erm Incentive Ple
that it believes is appropriate as a componenbtafl tompensation for each named executive officela given year based on its decis|
regarding each named executive officer's total cemsation targets. The LoAgerm Incentive Plan awards are ultimately deterahiaac
approved by the general partner’s board of directoongterm incentive awards to our named executive afficmder the Stock Incentive P
and the Long-Term Incentive Plan are made at tgghang of each year.

For 2012, the value of the long-term equity incemttomponent of our named executive officexanpensation was allocated approximatel
twenty-five (25%) to restricted stock awards unttex Stock Incentive Plan and (ii) seventy-five ()58 equitysettled performance u
awards under the Partnership’s Lohgrn Incentive Plan. This allocation is basedl@dollar value of the awards on the date of grdie
total dollar value of longerm equity incentive awards for each named exeeuwificer for a given year is typically equal tospecifie(
percentage of the officer's base salary; howevse, Compensation Committee may, in its discretiomard additional longerm equit
incentive awards if deemed appropriate. The nurobehares or units subject to each award is détesmby dividing the total dollar val
allocated to the award by the ten day averagergjogrice of the shares or units for the period egdive business days prior to the dat
grant.
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The Compensation Committee believes that the caatibim of equity awards consisting of restrictedckt@5% of award value) and equity-
settled performance units (75% of award value) @co our named executive officers provides anmaaof performance-based lotayr
incentives and of parent and subsidiary MLP equltge restricted stock awards are titvesed awards that capture absolute total r
performance of our common stock, and the equitifleseperformance unit awards reflect both the alisototal return of the Partnership’
common units with variable performance based onttit@l return of the Partnershipunits in relation to the LTIP Peer Group (def
below). Also, this mix effectively aligns the naghexecutive offices interests with both the interests of our stocttérd and the interests
the Partnership’s unitholders. The Compensatiom@ittee allocates a larger portion of each namestative officer's longerm equit
incentive compensation to equisgttied performance unit awards because these awnkdexecutive compensation not only to the vadt
Partnership equity over time, but also to the nedaperformance of the Partnership compared torattidstream partnerships with which
Partnership competes.

Restricted Stock AwardOn January 12, 2012, our named executive officasevawarded restricted shares of our common stodkruthi
Stock Incentive Plan in the following amounts: §p65 restricted shares to Mr. Joyce, (ii) 5,038rieted shares to Mr. Perkins, (iii) 4,:
restricted shares to Mr. Whalen, (iv) 4,399 restdcshares to Mr. Heim, and (v) 1,866 restricteakesti to Mr. Meloy. These restricted st
awards vest in full on the third anniversary of ¢hiant date, subject to the officeicontinued service. Accelerated vesting provs@applicabl
to these awards in the event of certain terminatiminemployment and/or a change in control arerde=tt in detail below under “Potentia
Payments Upon Termination or Change in Control—Stbeentive Plan.”During the period the restricted shares are oud#tgnan
unvested, we accrue any dividends paid by us imraaunt equal to the dividends paid with respeca &hare of common stock times
number of restricted shares awarded. At the tirerdistricted shares vest, the named executivesdffiwill receive a cash payment equal tc
amount of dividends accrued with respect to suchathexecutive officer’'s vested shares.

Equity-Settled Performance Unit AwardSur named executive officers also receive awardsgafty-settled performance unit awards undei
Partnership’s Long-Term Incentive Plan. The vestihthese awards is dependent on the Partnesspgformance relative to the performe
of a specified comparator group of publicly-tradeattnerships (the “LTIP Peer Group”yhese awards, which are settled in Partne
common units, are designed to align the interefstiseonamed executive officers and other key emgesywith those of the Partnersisigquit
holders.

On January 12, 2012, our named executive officeneawarded equity-settled performance units utidePartnership’s Longerm Incentiv:
Plan in the following amounts: (i) 21,240 performarnunits to Mr. Joyce, (ii) 16,290 performance sitdt Mr. Perkins, (iii) 13,702 performar
units to Mr. Whalen, (iv) 14,233 performance unitdvr. Heim, and (v) 6,039 performance units to Meloy.

The performance period for the 2012 performancéawards began on June 30, 2012 and ends on Ju2@BB Provided a hamed execu
officer remains continuously employed throughow gerformance period, his 2012 performance uniliswest on June 30, 2015 and will
settled as soon as practicable following the vgstiate by the issuance of a number of Partnerabmpnon units equal to the numbel
performance units awarded multiplied by the “perfance vesting percentageyhich may range from 0% to 150%, dependent upo
relative total return performance of the Partngr'shiommon units compared to the LTIP Peer Group.

For performance results that fall between the Pgtitentile and the 50th percentile of the LTIP Reerup, the performance vesting percen
will be interpolated between 25% and 100% and, derformance results that fall between the 50th quefle and 75th percentile, 1
performance vesting percentage will be interpoldtetiveen 100% and 150%. If the Partnershjperformance is above the 75th percenti
the LTIP Peer Group, the performance vesting peagenwill be 150% of the award. If the Partnershiperformance is below the 2
percentile of the LTIP Peer Group, the performaresting percentage will be 0%.

For the 2012 performance unit awards, the LTIP Bgeup is composed of the Partnership and theviitig other companies:

Copano Energy, L.L.C MarkWest Energy Partners, |
Crosstex Energy, L Martin Midstream Partners L
DCP Midstream Partners, L ONEOK Partners, LI

Enbridge Energy Partners | Plains All American Pipeline L.F
Energy Transfer Partners, | Regency Energy Partners |
Magellan Midstream Partners, | Williams Partners LF
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The LTIP Peer Group is not composed of the sameaaias as the peer group companies employed felajgng market reference points
executive pay because the companies in those gavepgbose with which we compete for executivental&ompanies in the LTIP Peer Gri
are principally those companies with which the Renthip competes to varying extents in the midsirsector.

The board of directors of the general partner hasability to modify the LTIP Peer Group in the mva company listed above ceases t
publicly traded or another significant event occamsl a company is determined to no longer be omigeoPartnership’s peers.

For purposes of the performance unit awards, thtn®ahip’s performance is determined based onctmparison of “total returntf a
Partnership common unit for the performance petiothe “total return”of a common share/unit of each member of the LTéBrRSroup fc
the performance period. “Total returis’measured by (i) subtracting the average clogitag per share/unit for the first ten trading daf/¢he
performance period (the “Beginning Pricéfdm the sum of (a) the average closing price parefunit for the last ten trading days endin
the date that is 15 days prior to the end of théopmance period, plus (b) the aggregate amoudtwdends/distributions paid with respect
share/unit during such period (such result is refbrto as the “Value Increase’and (ii) dividing the Value Increase by the Begiy
Price. During the period the performance unit @lsare outstanding, the Partnership accrues amydissibutions paid by the Partnershi
an amount equal to the cash distributions paid véfipect to a common unit times the number of perdoce units awarded. At the time
performance unit awards are settled, the nameduéixecofficers will also receive a cash paymentatgo the amount of cash distributic
accrued with respect to a common unit times thebarmof such named executive officer’s vested units.

The following charts illustrate the total returm fbe Partnershig’common units compared to the total return of exdlocr company in the LT
Peer Group measured over the period beginning e BD of each year in which the lotegm incentive awards were made, using
Beginning Price described above, and continuinguth January 10, 2013.
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Severance and Change in Control Benefi@n January 12, 2012, the Compensation Committeptad the Executive Officer Change
Control Program (the “Change in Control Progranii)which each of our named executive officers igille to participate. Prior to 201
none of our named executive officers (other than Meloy) was eligible to participate in any arrangt providing cash payments upc
change in control or specified termination of enyph@ent events. The Change in Control Program pesvifibr postermination paymen
following a qualifying termination in connection thia change in control event, or what is commomfenmred to as a “double trigger”
benefit. The vesting of certain of our lotegm equity incentive compensation awards accelerapon a change in control irrespectiv
whether the officer is terminated, and/or uponaiartermination of employment events, such as defishability or a termination by us with¢
cause. Please see “—Potential Payments Upon Tatiorinor Change in Control” below for further infioation.
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We believe that the Change in Control Program Aedatcelerated vesting provisions in our loaign equity incentive awards create impot
retention tools for us and are consistent with phactices of most of our industry peers. Acceletatesting of longerm equity incentiv
awards upon a change in control enables our namecutive officers to realize value from these awacdnsistent with value created
investors upon the closing of a transaction. Initaaid we believe that post termination benefitsymia part, mitigate some of the poten
uncertainty created by a potential or actual changmntrol transaction, including the future emytent of the named executive officers, 1
allowing management to focus on the business tctinsaat hand.

Retirement, Health and Welfare, and Other BenefiWe offer eligible employees participation in a satt401(k) taxqualified, define
contribution plan (the “401(k) Plan”) to enable daoyges to save for retirement through a &aivantaged combination of employee
company contributions and to provide employeesofhpgortunity to directly manage their retirementrpéssets through a variety of investn
options. Our employees, including our named exeeufficers, are eligible to participate in ourl4k) Plan and may elect to defer up to :
of their eligible compensation on a pre-tax basisqn a postax basis via a Roth contribution) and have it dbated to the 401(k) Pla
subject to certain limitations under the InternadvBnue Code of 1986, as amended (the “Code”)addition, we make the followil
contributions to the 401(k) Plan for the benefitoofr employees, including our named executive effic (i) 3% of the employeg’eligible
compensation, and (ii) an amount equal to the epegls contributions to the 401(k) Plan up to 5%haf employees eligible compensation.
addition, we may also make discretionary contriimgi to the 401(k) Plan for the benefit of employe#gspending on o
performance. Company contributions to the 401{&hPnay be subject to certain limitations under@uele for certain employees. We do
maintain a defined benefit pension plan or a nolifigc deferred compensation plan for our nameccatige officers or other employees.

All full- time employees, including our named executive eficmay patrticipate in our health and welfare fiepeograms, including medici
life insurance, dental coverage and disability iasge. It is the Compensation Commitsepblicy not to pay for perquisites for any of
named executive officers, other than minimal paglsabsidies.

Changes for 2013

Base Salan

The Compensation Committee authorized, and exexutimnagement will implement, the following incrahdmse salaries for our nan
executive officers effective March 1, 2013.

Effective
March 1, Current
2013 Salary
Rene R. Joyc $ 560,00( $ 560,00(
Joe Bob Perkin 525,00( 480,00(
James W. Whale 480,00( 480,00(
Michael A. Heim 485,00( 460,00(
Matthew J. Meloy 325,00( 275,00(

Mr. Joyce and Mr. Whalen did not receive base gatareases for 2013 at their request. The Conmgiems Committee authorized base sé
increases for the other named executive officemrier to more closely align the total direct comgaion of these individuals with the tc
direct compensation provided to similarly situateccutives at companies within our Peer Group,sae§lifor company size and to ref
professional growth and the assumption of additiomsponsibilities. The analysis provided to thenfpensation Committee by -
Compensation Consultant indicates that the 2018 tatget direct compensation of our Chief Exeautdficer remains more than 25% be
the competitive amount suggested by the marketl tier that was developed through regression aisabfdPeer Group pay programs.
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Annual Cash Incentive Bon

In preparing our business plan for 2013, senior agament developed and proposed a set of businesstigs to the Compensati
Committee. The Compensation Committee adoptedbilmness priorities proposed by senior managemeitl, certain modificatior
requested by the Compensation Committee, for pesas the 2013 Annual Incentive Plan (the “2013 @oiPlan”). The 2013 busine
priorities are similar to those in effect for 20412d have been revised to reflect a focus on EBI'HDA distribution/dividend growth, our rec
Bakken shale midstream acquisition and retainirgified talent, and specifically include the followg:

- execute on all business dimensions, including 2fiii@ance for EBITDA and distribution/dividend graéwas furnished from time
time,

» successfully integrate and commercialize the Balgtele midstream acquisition including contributior2013 guidance,
« continue priority emphasis and strong performaetative to a safe workplace,

« reinforce business philosophy and mindset that ptesncompliance in all aspects of our businessudicy environmental a
regulatory compliance

« continue to attract and retain the operationalnofessional talent needed in our businesses,
« continue to control all costs—operating, capital &&A,
« continue to manage tightly credit, inventory, iefsrrate and commaodity price exposures,

« execute on major capital and development projeéitsalizing negotiations, completing projects on ¢inand on budget, a
optimizing economics and capital fundit

« pursue selected growth opportunities including G&#ld outs, feébased capex projects, and potential purchasesatégic assel
and

« pursue commercial and financial approaches to selm@aximum value and manage risks.

The overall threshold, target and maximum fundimegcpntages for the 2013 Bonus Plan remain the sanfer the 2012 Bonus Plan.
addition, the target bonus percentage (as a pagemf base salary) for each named executive offither than Mr. Perkins) remains the s
for 2013. Mr. Perkinstarget bonus percentage for 2013 has been incréasad30% of base salary to 100% of base salamrder to mor
closely align his total direct compensation witk tbtal direct compensation provided to similaityated chief executive officers at compa
within our Peer Group, adjusted for company si&e.with the 2012 Bonus Plan, funding of the cashusopool and the payment of individ
cash bonuses to executive management, includingnaared executive officers, are subject to the shideretion of the Compensat
Committee.

Long-Term Incentive Awards

Restricted Stock AwardsOn January 15, 2013, our named executive officenevawarded restricted shares of our common stodkruth
Stock Incentive Plan in the following amounts: 4iP60 restricted shares to Mr. Joyce, (i) 4,89%rieted shares to Mr. Perkins, (iii) 3,:
restricted shares to Mr. Whalen, (iv) 4,296 restdcshares to Mr. Heim, and (v) 1,742 restricteakesti to Mr. Meloy. These restricted st
awards vest in full on the third anniversary of lilant date, subject to the officer’'s continued/isex.

Equity-Settled Performance Unit AwardsOn January 15, 2013, our named executive officenevawarded equityettled performance un
under the Partnership’s Lorigerm Incentive Plan in the following amounts: (1),251 performance units to Mr. Joyce, (ii) 20,9¢tfgrmanc
units to Mr. Perkins, (iii) 13,709performance urasMr. Whalen, (iv) 18,405 performance units to. Meim, and (v) 7,465 performance u
to Mr. Meloy. The vesting and settlement value lndse performance unit awards will be determineaiqushe formula adopted for 1
performance unit awards granted on January 12,,28&2pt that the performance period for the 2048rds will begin on June 30, 2013 :
end on June 30, 2016. Please see “Components clifixe Compensation Program for Fiscal 2012— LoegaT Equity Incentive Awards
Equity-Settled Performance Unit Awards.”
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Other Compensation Matters

Accounting ConsiderationWe account for the equity compensation expensedoemployees, including our named executive officande
the rules of the Financial Accounting StandardsrBq&ASB”) Accounting Standards Codification (“A3CTopic 718, which requires us
estimate and record an expense for each awardchgftésm equity incentive compensation over the vestiagod of the award. Accounti
rules also require us to record cash compensasi@m &xpense at the time the obligation is accrued.

Clawback Policy. To date, we have not adopted a formal clawbackcydb recoup incentive based compensation uporotiearrence of
financial restatement, misconduct, or other spediévents. However, restricted stock agreemengricy grants made to our named execl
officers and other employees in 2011 and latersydarinclude language providing that any compeoasapayments or benefits provided ur
such an award (including profits realized from $lage of earned shares) are subject to clawbadietextent required by applicable law.

Securities Trading PolicyAll of our officers, employees and directors ardjeat to our Insider Trading Policy, which, amoney things
prohibits officers, employees and directors frorgaging in certain shoterm or speculative transactions involving our s#ies. Specifically
the policy provides that officers, employees angators may not engage in the following transadtidi) purchasing our common stock
margin, (ii) short sales of our common stock, @) the purchase or sale of options of any kindether puts or calls, or other deriva
securities, relating to our common stock.

Compensation Risk Assessment

The Compensation Committee has reviewed the reakttip between our risk management policies and eosgiion policies and practices
has concluded that we do not have any compensptilicies or practices that expose us to excesgivepecessary risks that are reasor
likely to have a material adverse effect on uscéBse our Compensation Committee retains the gségetion for determining the acti
amount paid to executives pursuant to our annust dacentive bonus program, our Compensation Cot@enis able to assess the ac
behavior of our executives as it relates to rigér@g in awarding bonus amounts. Further, our Uder-term equity incentive compensat
serves our executive compensation progsagoal of aligning the interests of executives ahdreholders, thereby reducing the incentiv:
unnecessary risk-taking.

Compensation Committee Report

Messrs. Crisp, Hwang and Kagan are the current raesndf our Compensation Committee. In fulfilling ibversight responsibilities, 1

Compensation Committee has reviewed and discusgbdwanagement the Compensation Discussion andy8isatontained in our Annt

Report on Form 16 for the year ended December 31, 2012 and in phixy statement. Based on these reviews and distisssthe

Compensation Committee recommended to our Boalirectors that the Compensation Discussion and yamalbe included in our Annt

Report on Form 10-K for the year ended DecembeR@12 and in this proxy statement for filing witretSEC.

The information contained in this report shall hetdeemed to be “soliciting material” or to beédr with the SEC, nor shall such informat

be incorporated by reference into any future féimgth the SEC, or subject to the liabilities oftSen 18 of the Exchange Act, except to

extent that we specifically incorporate it by refiece into a document filed under the Securitiesohdi933, as amended, or the Exchange Act.
The Compensation Committee

Charles R. Crisp, Chairme Peter R. Kaga In Seon Hwan(
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Executive Compensation Table

Summary Compensation Table for 2012

The following Summary Compensation Table sets fthithcompensation of our named executive officer2012, 2011 and 2010. Additio

details regarding the applicable elements of corsgon in the Summary Compensation Table are peolvid the footnotes following t
table.

Stock All Other Total
Awards Compensatior

\Name and Principal Position Year Salary Bonus (1) ($)(2) (3) Compensatior

Joe Bob Perkin 2012 $ 478,000 $ 633,600 $ 784,41 $ 21,18. $ 1,917,19

Chief Executive Office 2011 454,00( 748,80! 542,07! 20,71¢ 1,765,59.

2010 361,25( 823,19: 3,831,96! 20,44¢ 5,036,84!

Matthew J. Meloy 2012 268,33: 283,59: 290,77t 20,21( 862,91:

Senior Vice President, Chi 2011 228,12! 235,00 160,85¢ 19,77: 643,75!
Financial Officer and

Treasure! 2010 195,62! 224,101 493,35( 19,74( 932,81!

Rene R. Joyc 2012 557,83 924,00 1,022,77 27,73¢ 2,532,34!

Executive Chairman ¢ 2011 529,00( 1,094,00 979,38 23,39« 2,625,77.

the Board of Director 2010 410,00( 1,120,06 5,358,40: 22,41( 6,910,88!

James W. Whale 2012 478,00( 633,60! 659,79: 30,58( 1,801,97:

Advisor to Chairman and

CEO 2011 454,00( 748,80! 542,07! 29,587 1,774,46

2010 356,75( 593,28l 3,831,96! 22,33¢ 4,804,32

Michael A. Heim 2012 452 .50( 607,20! 685,35 23,18¢ 1,768,24!
President and Chief

Operating 2011 403,50( 664,00! 480,51 22,40( 1,570,41

Officer 2010 328,00( 1,469,27! 2,699,62 21,77¢ 4,518,67.

(1) For 2012, represents payments pursuant t@@12 Bonus Plan. Please seeCemponents of Executive Compensation Program feod
2012—Annual Cash Incentive Bonud\bte that, in prior filings, the payments reportettler this column for 2010 were reported in
“Non-Equity Incentive Plan Compensatioodlumn. As discussed above, payments pursuantrt@®@onous Plan are discretionary and
based on objective performance meast

(2) Amounts reported in the “Stock AwardsSlumn represent the aggregate grant date fairevaduestricted stock awards under our S
Incentive Plan and of equity-settled performanci awards under the Partnership’s Lohgrm Incentive Plan, in each case, grante
2012 and computed in accordance with FASB ASC Ta@p. Assumptions used in the calculation of treseunts are included in Nt
22 to our “Consolidated Financial Statements.” beijig on page F-1 of our Annual Report on Form lfKfiscal year 2012. Detailec
information about the amount recognized for spedfivards is reported in the table under “—Grant®lah-Based Awards for 2012”
below. The grant date fair value of each restiictbare subject to the restricted stock awardstggaon January 12, 2012, assun
vesting will occur, is $38.72. The grant date fealue of each performance unit subject to the tgepéttled performance unit awa
granted on January 12, 2012 is $41.54, computedtéordance with FASB ASC Topic 718. Assuming,dasdt a payout percentage
these performance unit awards of 150%, which isnthgimum payout percentage under the awards, theegate grant date fair value
the equity-settled performance unit awards gramtedJanuary 12, 2012 for each named executive offxeas follows: Mr. Joyce -
$1,323,464; Mr. Meloy- $376,311; Mr. Perkin- $1,015,030; Mr. Whale- $853,772; and Mr. Heir- $886,879.

(3) For 2012 “All Other Compensation” includes tfie aggregate value of all employ®pvided contributions to our 401(k) plan and i
dollar value of life insurance coverage providedhs Company
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Dollar
Value of
401(k) and Profit Sharing Life
Name Plan Insurance  Total
Joe Bob Perkin $ 20,00 $ 1,181 % 21,18:
Matthew J. Meloy 20,00( 21C 20,21(
Rene R. Joyc 20,00( 7,73¢ 27,73¢
James W. Whale 20,00( 10,58( 30,58(
Michael A. Heim 20,00( 3,18¢ 23,18¢

Grants of Plan Based Awards for 2012

The following table and the footnotes thereto pdevinformation regarding grants of plan-based gcuutards made to the named executive
officers during 2012:

Estimated Future Payouts Under

Equity Incentive Plan Awards (#) (1) All Other Stock  Grant Date

Awards: Number of  Fair Value

Threshold Maximum Shares of Stock or  of Equity

Name Grant Date (#) Target (#) (#) Units (1) Awards (2)
Mr. Perkins 01/12/1: 5,03¢ 194,95!
01/12/1: 5,81¢ 16,29( 24,43¢ 589,46:
Mr. Meloy 01/12/1: 1,86¢ 72,25:
01/12/1: 2,15¢ 6,03¢ 9,05¢ 218,52
Mr. Joyce 01/12/1: 6,56¢ 254,19’
01/12/1: 7,58¢ 21,24( 31,86( 768,58(
Mr. Whalen 01/12/1: 4,23k 163,97¢
01/12/1: 4,89; 13,70: 20,55! 495,81
Mr. Heim 01/12/1: 4,39¢ 170,32¢
01/12/1: 5,081 14,23 21,35( 515,02¢

(1) The grants on January 12, 2012 are restristeck awards granted under our Stock Incentive Biah equitysettled performance un
granted under the Partnership’s Lofigrm Incentive Plan. For a detailed descriptioh@fv performance achievements will be deterrr
for the equity-settled performance units, see “—@onents of Executive Compensation Program for Fig6ad2—LongTerm Equity
Incentive Award—Equity-Settled Performance Unit Awar”

(2) The dollar amounts shown for the restricted stoghrds granted on January 12, 2012 are determinedubtyplying the shares reportec
the table by $38.72, which is the grant date falug of awards computed in accordance with FASB ABfic 718. The dollar amoul
shown for the equitgettled performance units granted on January 122 20e determined by multiplying the number of simtjual t
approximately 87% of the number of units reportedhie table under the “Targetdblumn by $41.54, which is the grant date fair eadu
awards computed in accordance with FASB ASC Togdi8 @nd is consistent with the estimate of aggregatepensation cost to
recognized over the service period of the awanxidpding the effect of estimated forfeitur

Narrative Disclosure to Summary Compensation Tahled Grants of Plan Based Awards Tak
A discussion of 2012 salaries, bonuses, incentlaaspand awards is set forth in “—Compensation son and Analysis,including ¢
discussion of the material terms and conditionthef2012 restricted stock awards under our Stockritive Plan and the 2012 equégttlec

performance unit awards under the Partnership’sgtlerm Incentive Plan, such as the vesting schedtilsuch awards, any applica
performance-based conditions, and the extent tolwtividends and distributions are paid with respesuch awards.
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Outstanding Equity Awards at 2012 Fiscal Year-End

The following table and the footnotes related tteprovide information regarding equibased awards outstanding as of December 31,
for each of our named executive officers.

Stock Awards
Market
Value of
Shares of Equity Incentive  Equity Incentive Plan
Stock Plan Awards: Awards: Market or

Number of Shareso  That = Number of Unearnec  Payout Value of
Stock That Have No Have Not Units That Have Not Unearned Units That

Name Vested (1) Vested (2 Vested (3) Have Not Vested (4)
Joe Bob Perkin 36,47 $1,927,44! 46,85 $ 1,751,44
Matthew J. Meloy 12,09¢  639,15! 14,99¢ 560,62!
Rene R. Joyc 62,70t 3,313,333 69,43: 2,595,33
James W. Whale 35,677 1,885,17. 43,87 1,639,89
Michael A. Heim 32,52¢ 1,718,51! 38,93 1,455,24

» Represents the following shares of restricted stoler our Stock Incentive Plan held by our namextetive officers:

January 12,
December 10, 201 February 14, 201: 2012
Award (a) Award (b) Award (c) Total
Joe Bob Perkin 27,19: 4,25( 5,03t 36,477
Matthew J. Meloy 8,97( 1,26( 1,86¢ 12,09¢
Rene R. Joyc 48,45( 7,69( 6,56t 62,70¢
James W. Whale 27,19: 4,25( 4,23t 35,671
Michael A. Heim 24,35¢ 3,77( 4,39¢ 32,52:

(@) The restricted shares subject to the December Q1) 2wards are subject to the following vestingesicie: 60% of the restrict
shares vested on December 10, 2012 and the rem&@b of the restricted shares will vest on DecamiBe 2013

(b) The restricted shares subject to the February Q41 2wards are subject to the following vestingesictte: 100% of the restrict
shares vest on February 14, 2C

(c) The restricted shares subject to the January 112, @awards are subject to the following vesting dafex 100% of the restricted she
vest on January 12, 201

(2) The dollar amounts shown are determined by multiglfhe number of shares of restricted stock regbirt the table by the closing pr
of a share of our common stock on December 31, 2$32.84). The amounts do not include the relaisttibution equivalent rights f

the award.
(3) Represents the following performance unit&dih to the performance of the Partnershipbmmon units held by our named exect
officers:
December 3, August 2, February 17,  January 12,
2009 Award 2010 Award 2011 Award 2012 Award
(&) (b) (c) (d) Total
Joe Bob Perkin 13,86( - 16,70¢ 16,29( 46,85!
Matthew J. Meloy -- 4,00( 4,95¢ 6,03¢ 14,99¢
Rene R. Joyc 18,02t - 30,16¢ 21,24( 69,43:
James W. Whale 13,46« -- 16,70¢ 13,70: 43,87:
Michael A. Heim 9,89 = 14,80 14,23: 38,93:

(a) Reflects the target number of performance unitstgaito the named executive officers on Decemb2039. Vesting of these awa
is contingent upon continuous active employmetthatend of the performance period, which ends 3002013, and the Partnerstsp’
performance over the applicable performance periedsured against a peer group of compa

(b) Reflects the target number of performance unitatgdito the named executive officer on August 2,20 Vesting of this award
contingent upon continuous active employment atetie: of the performance period, which ends Jun€@03, and the Partnership’
performance over the applicable performance pariedsured against a peer group of compa

(c) Reflects the target number of performance unitatgdh to the named executive officers on February 2041 multiplied by
performance percentage of 142.9%. Vesting of thasards is contingent upon continuous active emptoyt at the end of t
performance period, which ends June 30, 2014, hadartnershig’ performance over the applicable performance garieasure



against a peer group of compan

(d) Reflects the target number of performance unitsitgdh to the named executive officers on January20d2 multiplied by
performance percentage of 100%. Vesting of thegerds is contingent upon continuous active emplaoyns the end of tt
performance period, which ends June 30, 2015, hadPartnershig’ performance over the applicable performance gearieasure
against a peer group of compan

(4) The dollar amounts shown are determined by muitiglthe number of performance units reported intdide by the closing price o

common unit of the Partnership on December 31, 2832.38). The amounts do not include the reldisttibution equivalent rights f
the award.

124




Table of Content
Option Exercises and Stock Vested in 2012

The following table provides the amount realizediny 2012 by each named executive officer upon westing of restricted stock a
performance unit awards. None of our named exezutfficers exercised any option awards during2@#2 year and, currently, there are
options outstanding under any of our plans.

Stock Vested for 2012 Units Vested for 2012
Number of Units
Number of Shares Value Realized o1 Acquired on Vesting Value Realized ol

Name Acquired on Vesting (1 Vesting (2) (3) Vesting (4)
Joe Bob Perkin 40,78¢ $ 1,952,92! 20,80( $ 741,52(
Matthew J. Meloy 13,45¢ 644,22" 7,50( 267,37"
Rene R. Joyc 72,67¢ 3,479,67! 34,00( 1,212,101
James W. Whale 40,78¢ 1,952,92! - -
Michael A. Heim 36,53: 1,749,10. 20,80( 741,52

(1) Shares of restricted stock granted under our Stocdntive Plan on December 10, 2010, which veste®ecember 10, 2012 (60% of
total number of restricted shares subject to eaahtly

(2) Computed with respect to the restricted stock asvgrdnted under our Stock Incentive Plan, by mlyitig the number of shares of st
vesting by the closing price of a share of commmekson the December 10, 2012 vesting date ($47@88)does not include associ:
dividends accrued during the vesting per

(3) Performance units linked to the performancéhefPartnership’s common units granted under #renership’s LongFerm Incentive Ple
in January 2009 (in August 2009 with respect to Meloy), which vested on June 30, 2012, at the 1p@%out level

(4) Computed as the number of performance units vestgtiplied by the closing price of a Partnershipmtoon unit on June 29, 20
($35.65), since the June 30, 2012 vesting dateneia trading day, and does not include associigtdbutions accrued during the ves!
period

Pension Benefits

Other than our 401(k) Plan, we do not have any fllabprovides for payments or other benefitsa@loding, or in connection with, retireme
Non-Qualified Deferred Compensation

We do not have any plan that provides for the defef compensation on a basis that is not taxifiedl

Potential Payments Upon Termination or Change in @ool

Aggregate Paymen

The table below reflects the aggregate amount yingats and benefits that we believe our named ¢ixecofficers would have received un
our Executive Officer Change in Control SeverangegRam (the “Change in Control Program”), our Sttutentive Plan and the Partnerskip’
Long-Term Incentive Plan upon certain specified termiéamabf employment events and/or a change in conimoéach case, that occurrec
December 31, 2012. Details regarding individuangl and arrangements follow the table. The amobelisw constitute estimates of
amounts that would be paid to our named execufffigecs upon each designated event, and do natdiechny amounts accrued through fi
2012 yearend that would be paid in the normal course of iooed employment, such as accrued but unpaid saladybenefits genera
available to all salaried employees. The actuabuats to be paid are dependent on various facidrieh may or may not exist at the tim
named executive officer is actually terminated an@ change in control actually occurs. Therefsueh amounts and disclosures shoul
considered “forward-looking statements.”

Qualifying Termination
Change in Control Following Change in  Termination by us without Termination for

Name (No Termination) Control Cause Death or Disability
Joe Bob Perkin $ 3,716,54 $ 6,355,83 $ 2,108,01: $ 3,716,54.
Matthew J. Meloy 1,214,34! 2,499,13. 675,19t 1,214,34!
Rene R. Joyc 5,921,37 9,316,93! 3,124,13! 5,921,37
James W. Whale 3,556,37 6,183,93i 1,973,11. 3,556,37
Michael A. Heim 3,193,47 5,724,76 1,752,48. 3,193,47
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Executive Officer Change in Control Severance Pragn

We adopted the Change in Control Program on aret®@fe as of January 12, 2012. Each of our namedutive officers became eligible
participate in the Change in Control Program duthgy2012 calendar year.

The Change in Control Program is administered my\Mce President Human Resources. The Change in Control Programidesyhat if, il
connection with or within 18 months after a “CharigeControl,” a participant suffers a “Qualifyingefimination,”then the individual wi
receive a severance payment, paid in a single kump cash payment within 60 days following the ddteermination, equal to three times
the participant annual salary as of the date of the Change itr@lasr the date or termination, whichever is geeaand (ii) the amount of t
participant’s annual salary multiplied by the pagant’'s most recent “targeonus percentage specified by the Compensation Gibeenprio
to the Change in Control. In addition, the papiggit (and his eligible dependents, as applicabiky@ceive the continuation of their medi
and dental benefits until the earlier to occurafthree years from the date of termination, ortliie) date the participant becomes eligible
coverage under another employer’s plan.

For purposes of the Change in Control Programfdih@wing terms will generally have the meaningsfeeth below:

« Causemeans discharge of the participant by us on tHevihg grounds: (i) the participast’gross negligence or willful misconduc
the performance of his duties, (ii) the participaigbnviction of a felony or other crime involvimgoral turpitude, (iii) the participarg’
willful refusal, after 15 days’ written notice, fmerform his material lawful duties or responsi@i, (iv) the participans willful anc
material breach of any corporate policy or codeafduct, or (v) the participast'willfully engaging in conduct that is known
should be known to be materially injurious to usaor subsidiaries

« Change in Contromeans any of the following events: (i) any persath€r than the Partnership) becomes the benefiginkr of mor
than 20% of the voting interest in us or in theegah partner, (ii) any sale, lease, exchange oeraitansfer (in one transaction ¢
series of related transactions) of all or subsadigtall of the assets of the Company or the gdrngagner (other than to the Partner:
or its affiliates), (iii) a transaction resulting & person other than Targa Resources GP LLC afféiate being the general partnei
the Partnership, (iv) the consummation of any mergensolidation or reorganization involving ustbe general partner in which i
than 51% of the total voting power of outstanditack of the surviving or resulting entity is berédily owned by the stockholders
the Company or the general partner, immediatelgrgad the consummation of the transaction, or (wagority of the members of t
Board of Directors or the Board of Directors of theneral partner is replaced during any 12 montiogeby directors who:
appointment or election is not endorsed by a migjarf the members of the applicable Board of Divestbefore the date of t
appointment or electiol

« Good Reasonmeans : (i) a material reduction in the participmmuthority, duties or responsibilities, (i) a el reduction in th
participants base compensation, or (iii) a material changhéngeographical location at which the participawist perform service
The individual must provide notice to us of theeghd Good Reason event within 90 days of its oeogs and we have 1
opportunity to remedy the alleged Good Reason ewihin 30 days from receipt of the notice of sadlegation.

« Qualifying Termination means (i) an involuntary termination of the indivad's employment by us without Cause or (ii) a voluy
resignation of the individu's employment for Good Reast

All payments due under the Change in Control Progwall be conditioned on the execution and nonreximn of a release for our benefit
the benefit of our related entities and agents. Tmange in Control Program will supersede any o#®rerance program for eligil
participants in the event of a Change in Controlk Will not affect accelerated vesting of any eguitvards under the terms of the pl
governing such awards.

If amounts payable to a named executive officereurtdeChange in Control Program (together with any oimapunts that are payable by
as a result of a Change in Control (collectiveg tPayments”exceed the amount allowed under section 280G oftide for such individue
thereby subjecting the individual to an excise tader section 4999 of the Code, then, depending/tinh method produces the largest
aftertax benefit for the recipient, the Payments shitttlee be: (i) reduced to the level at which no sgciax applies or (ii) paid in full, whi
would subject the individual to the excise tax.
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The following table reflects payments that woulddé&een made to each of the named executive dffigeder the Change in Control Prog
in the event there was a Change in Control anaftieer incurred a Qualifying Termination, in eachse, as of December 31, 2012.

Qualifying

Termination

Following

Change in

Name Control (1)
Joe Bob Perkin $ 2,639,29
Matthew J. Meloy 1,284,79
Rene R. Joyc 3,395,55!
James W. Whale 2,627,551
Michael A. Heim 2,531,291

(1) Includes 3 years’ worth of continued partitipa in our medical and dental plans, calculatesebaon the monthly employegid portior
of the premiums for our medical and dental planefd3ecember 31, 2012 for each named executiveasftand his eligible dependent:
the following amounts: (a) Mr. Perkins — $47,298), Mr. Meloy — $47,290, (c) Mr. Joyce — $35,556) ktr. Whalen — 85,556, and («
Mr. Heim— $47,290.

Stock Incentive Plar

Each of our named executive officers held outstamdiestricted stock awards under our form of refstd stock agreement (th&tock
Agreement”) and the Stock Incentive Plan as of Dewr 31, 2012. If a “Change in Contratcurs and the named executive officer
remained continuously employed by us from the détgrant to the date upon which such Change in @botcurs, then the restricted st
granted to him under the Stock Agreements, andectldividends then credited to him, will fully vest the date upon which such Chanc
Control occurs.

Restricted stock granted to a named executiveasffioder the Stock Agreements, and related divisiéimeh credited to him, will also fully v
if the named executive officer's employment is tevated by reason of death or a “Disability.” If amed executive offices’employment wit
us is terminated for any reason other than deabisability, then his unvested restricted stocfoifeited to us for no consideration.

The following terms generally have the followinganégs for purposes of the Stock Incentive Plan@togk Agreements:
1. Affiliate means an entity or organization which, directlymalirectly, controls, is controlled by, or is unde&rmmon control with, us

2. Change in Controimeans the occurrence of one of the following evdijtany person or group acquires or gains owriprshcontro
(including, without limitation, the power to votd)y way of merger, consolidation, recapitalizatioegrganization or otherwise,
more than 50% of the outstanding shares of thevotimg stock or more than 50% of the combined \@fiower of the equity intere:
in the Partnership or the general partner; (ii)litpgidation or dissolution of us or the approvslthe limited partners of the Partners
of a plan of complete liquidation of the Partnepsliii) the sale or other disposition by us of allsubstantially all of our assets in
or more transactions to any person other than WgrBincus LLC or any other Affiliate; (iv) the sate disposition by either tl
Partnership or the general partner of all or surtistly all of its assets in one or more transawito any person other than to Wart
Pincus LLC, the general partner, or any other Aftd; (v) a transaction resulting in a person othan Targa Resources GP LLC o
Affiliate being the general partner of the Parth@gsor (vi) as a result of or in connection witlcantested election of directors,
persons who were our directors before such elestiafi cease to constitute a majority of our BazfrBirectors.

3. Disability means a disability that entitles the named exeeudfficer to disability benefits under our lc-term disability plan
The following table reflects amounts that would &dneen received by each of the named executiveeodfiunder the Stock Incentive Plan
related Stock Agreements in the event there wakam@e in Control or their employment was terminated to death or Disability, each a:

December 31, 2012. The amounts reported belowrassuat the price per share of our common stock$82s84, which was the closing pr
per share of our common stock on December 31, 2012.
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Termination
Change in for Death or
Name Control Disability

Joe Bob Perkin $ 2,007,133 (1)$ 2,007,13° (1)
Matthew J. Meloy 665,30¢ (2) 665,30¢ (2)
Rene R. Joyc 3,453,61. (3) 3,453,61. (3)
James W. Whale 1,964,21. (4) 1,964,21. (4)
Michael A. Heim 1,789,72! (5) 1,789,72! (5)

(1) Of the amount reported under each of the “@kaim Control” column and the “Termination for Dieabr Disability” column: (a
$1,436,825 and $66,596, respectively, relate tordlstricted shares and related dividend rightstgchon December 10, 2010, which
scheduled to vest December 10, 2013; (b) $224,500%8,989, respectively, relate to the restrictedreas and related dividend rig
granted on February 14, 2011, which are scheduetkst February 14, 2014; and (c) $266,049 and1®4,tespectively, relate to |
restricted shares and related dividend rights gchoh January 12, 2012, which are scheduled toovedénuary 12, 201

(2) Of the amount reported under each of the “@ban Control” column and the “Termination for Dieatr Disability” column: (a) $473,97
and $21,968, respectively, relate to the restristemtes and related dividend rights granted on mbee 10, 2010, which are schedule
vest December 10, 2013; (b) $66,578 and $2,66peotisely, relate to the restricted shares andeéldividend rights granted on Febrt
14, 2011, which are scheduled to vest Februar@4; and (c) $98,599 and $1,523, respectivelptedb the restricted shares and rel
dividend rights granted on January 12, 2012, whighscheduled to vest on January 12, 2

(3) Of the amount reported under each of the “@kaim Control” column and the “Termination for Dieadr Disability” column: (a
$2,560,098 and $118,659, respectively, relate eoréistricted shares and related dividend rightatgdaon December 10, 2010, which
scheduled to vest December 10, 2013; (b) $406,340$4 6,264, respectively, relate to the restricthdres and related dividend ric
granted on February 14, 2011, which are scheduedest February 14, 2014; and (c) $346,895 and595,&spectively, relate to |
restricted shares and related dividend rights gchoh January 12, 2012, which are scheduled toovedénuary 12, 201

(4) Of the amount reported under each of the “@baim Control” column and the “Termination for Dieadr Disability” column: (a
$1,436,825 and $66,596, respectively, relate tordlstricted shares and related dividend rightstgchon December 10, 2010, which
scheduled to vest December 10, 2013; (b) $224,500%8,989, respectively, relate to the restrictedreas and related dividend rig
granted on February 14, 2011, which are scheduetkst February 14, 2014; and (c) $223,777 and5%3,kespectively, relate to |
restricted shares and related dividend rights gchot January 12, 2012, which are scheduled toovedanuary 12, 201

(5) Of the amount reported under each of the “@baim Control” column and the “Termination for Dieadr Disability” column: (a
$1,286,865 and $59,645, respectively, relate tar¢k&icted shares and related dividend rightstgchon December 10, 2010, which
scheduled to vest December 10, 2013; (b) $199,2@7%7,974, respectively, relate to the restrictiedress and related dividend rig
granted on February 14, 2011, which are scheduecest February 14, 2014; and (c) $232,443 and943,Eespectively, relate to |
restricted shares and related dividend rights gchot January 12, 2012, which are scheduled toovedanuary 12, 201

Partnershif’'s Long-Term Incentive Plan

Each of our named executive officers held outstamdierformance unit awards under the Partnershipim of performance unit gre
agreement (the “Performance Unit Agreement”) arel Rlartnership’s Long-Term Incentive Plan as of Dewmer 31, 2012. If aChange i
Control” occurs during the performance period establishedHe performance units and related distributiomiement rights granted to
named executive officer under the Performance Bgieements prior to 2011, the performance unitsratated distribution equivalent rig|
then credited to a named executive officer willdamcelled and the named executive officer will Bel@n amount in cash equal to the su
(i) the product of (a) the fair market value ofaremon unit of the Partnership multiplied by (b) taeget number of performance units gra
to the named executive officer, plus (ii) the antoofhdistribution equivalent rights then creditedthe named executive officer, if any.
Change in Control occurs during the performancé@gezstablished for the performance units and edldistribution rights granted to a nar
executive officer under the Performance Unit Agreeta in 2011 and later years, the performance wiitde settled upon the occurrence
the Change in Control by providing the named exeeudfficer with a number of common units of thatRarship equal to the target numbe
performance units granted to the named executifigeofplus a cash payment in the amount of distiduequivalent rights then credited to
named executive officer, if any. The general parmay elect to settle the performance unit awerdssh instead of in common units.

Generally, performance units and the related distion equivalent rights granted to a named exeeutifficer under a Performance L
Agreement will be automatically forfeited withoudyment upon the termination of the named execuwffieer's employment with us and ¢
affiliates. However, if a named executive officeemployment is terminated by reason of his deatiDizability” or is terminated by us ott
than for “Cause,he will become vested in the performance units tigaits otherwise qualified to receive payment fasdd on achievement
the performance goal at the end of the performaecmd as if the named executive officer had reedicontinuously employed through
end of the performance period.
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The following terms generally have the meaningsigigel below for purposes of the Partnership’s L-dregm Incentive Plan:

« Change in Controlmeans (i) any person or group, other than an affiJi becomes the beneficial owner, by way of me
consolidation, recapitalization, reorganizatiorotirerwise, of 50% or more of the combined votingveoof the equity interests in 1
Partnership or the general partner, (ii) the lichipartners of the Partnership approve a plan ofpbete liquidation of the Partnersk
(iii) the sale or other disposition by either thartRership or the general partner of all or sulisthy all of its assets in one or m¢
transactions to any person other than the gener&hgr or one of the general partsegffiliates, or (iv) a transaction resulting i
person other than Targa Resources GP LLC or oite affiliates being the general partner of thetiRanship.

« Causemeans (i) failure to perform assigned duties argpaasibilities, (i) engaging in conduct which mgurious (monetarily ¢
otherwise) to us or our affiliates, (iii) breachasfy corporate policy or code of conduct estabtisne us or our affiliates, or breact
any agreement between the named executive officérua or our affiliates, or (iv) conviction of a sdemeanor involving moi
turpitude or a felony. If the named executive @fi¢s a party to an agreement with us or our afk in which this term is defin
then that definition will apply for purposes of thenc-Term Incentive Plan and the Performance Unit Ageen

- Disability means a disability that entitles the named exeeuwficer to disability benefits under our long#tedisability plan.

The following table reflects amounts that would &&een received by each of the named executiveeodfiunder the Partnership’s Lomgrir
Incentive Plan ancelated Performance Unit Agreements in the evesretivas a Change in Control or their employmentteasinated due
death or Disability or by us without Cause, eaclwfaBecember 31, 2012. The amounts reported baksume that the price per Partner
common unit was $37.38, which was the closing ppieecommon unit on December 31, 2012. In additiba,amounts reported below in
“Termination for Death or Disability or Without Cse’ column assume that the applicable performance ¢hévioeach award ended Decen
31, 2012 and are based on achieving the next hjggréormance level for the award (if any) that edeperformance for the 2012 fiscal year.

Termination for

Change in Death or Disability
Name Control or Without Cause
Joe Bob Perkin $ 1,709,40. (1) $ 2,108,01i (1)
Matthew J. Meloy 549,03t (2) 675,19t (2)
Rene R. Joyc 2,467,76! (3) 3,124,13! (3)
James W. Whale 1,592,16! (4) 1,973,11. (4)
Michael A. Heim 1,403,75. (5) 1,752,48. (5)

(1) Of the amount reported under the “Change int@4’ column; (a) $518,087 and $81,116, respectivelgteeto the performance units i
related distribution equivalent rights granted cecBmber 3, 2009; (b) $436,972 and $43,048, resdgtirelate to the performance ul
and related distribution equivalent rights granted February 17, 2011; and (c) $608,920 and $21,2&&yectively, relate to t
performance units and related distribution equivalgghts granted on January 12, 2012. Of the arhoeported under theTerminatior
for Death or Disability or Without Cause&blumn: (a) $518,087 and $99,840, respectivehateeto the performance units and rel
distribution equivalent rights granted on DecembgeR009; (b) $624,433 and $127,919, respectivelgte to the performance units .
related distribution equivalent rights granted @bifaary 17, 2011; and (c) $608,920 and $129,1&peively, relate to the performa
units and related distribution equivalent rightarged on January 12, 20

(2) Of the amount reported under the “Change int@d’ column: (a) $149,520 and $23,410, respectivelyteeio the performance units i
related distribution equivalent rights granted amAst 2, 2010; (b) $129,709 and $12,778, respégtiveate to the performance units .
related distribution equivalent rights granted @biriary 17, 2011; and (c) $225,738 and $7,881 extisely, relate to the performar
units and related distribution equivalent rightarged on January 12, 2012. Of the amount repameiér the Termination for Death
Disability or Without Causetolumn: (a) $149,520 and $28,710, respectivelygteeto the performance units and related distii
equivalent rights granted on December 3, 2009;$$5,367 and $37,974, respectively, relate to tadopmance units and rela
distribution equivalent rights granted on Februbrfy 2011; and (c) $225,738 and $47,889, respeygtivelate to the performance units
related distribution equivalent rights granted anuhry 12, 2012

(3) Of the amount reported under the “Change int@4’ column: (a) $673,775 and $105,491, respectivelgtedo the performance units :
related distribution equivalent rights granted cecBmber 3, 2009; (b) $789,092 and $77,738, resedgtirelate to the performance ul
and related distribution equivalent rights granted February 17, 2011; and (c) $793,951 and $27,7d§pectively, relate to t
performance units and related distribution equivalgghts granted on January 12, 2012. Of the arhoeported under theTerminatior
for Death or Disability or Without Cause&blumn: (a) $673,775 and $129,374, respectivelateeto the performance units and rel:
distribution equivalent rights granted on Decen®e2009; (b) $1,127,605 and $230,996, respectivelgte to the performance units
related distribution equivalent rights granted @bifaary 17, 2011; and (c) $793,951 and $168,43peively, relate to the performa
units and related distribution equivalent rightarged on January 12, 20:
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(4) Of the amount reported under the “Change int@d’ column: (a) $503,284 and $78,798, respectivelyteeio the performance units i
related distribution equivalent rights granted cecBmber 3, 2009; (b) $436,972 and $43,048, resdgtirelate to the performance ul
and related distribution equivalent rights granted February 17, 2011; and (c) $512,181 and $17,88dpectively, relate to t
performance units and related distribution equivalgghts granted on January 12, 2012. Of the arhoeported under theTerminatior
for Death or Disability or Without Cause&blumn: (a) $503,284 and $96,638, respectivelateeto the performance units and rel
distribution equivalent rights granted on DecembgeR009; (b) $624,433 and $127,919, respectivelgte to the performance units .
related distribution equivalent rights granted @bifaary 17, 2011; and (c) $512,181 and $108,65peively, relate to the performa
units and related distribution equivalent rightarged on January 12, 20:

(5) Of the amount reported under the “Change int@d’ column: (a) $369,838 and $57,905, respectivelyteeio the performance units i
related distribution equivalent rights granted cecBmber 3, 2009; (b) $387,257 and $38,151, resedgtirelate to the performance ul
and related distribution equivalent rights granted February 17, 2011; and (c) $532,030 and $18,5&@dpectively, relate to t
performance units and related distribution equivalgghts granted on January 12, 2012. Of the arhoeported under theTerminatior
for Death or Disability or Without Cause&blumn: (a) $369,838 and $71,014, respectivehateeto the performance units and rel
distribution equivalent rights granted on Decembge2009; (b) $553,374 and $113,362, respectivelgte to the performance units .
related distribution equivalent rights granted @bifaary 17, 2011; and (c) $532,030 and $112,868peively, relate to the performa
units and related distribution equivalent rightarged on January 12, 20:

Director Compensatiot

The following table sets forth the compensatiomedrby our non-employee directors for 2012;

Fees Earne! Stock

or Paid in Awards
Name Cash $(3) Total Compensatior
Charles R. Crisp (2 $ 96,50( $ 73,73 $ 170,23!
Ershel C. Redd J 75,50( 73,73¢ 149,23t
Chris Tong (2 94,00( 73,73t 167,73!
Peter R. Kagan (1)(: 85,50( 73,73¢ 159,23!
In Seon Hwang (1 72,50( 73,73¢ 146,23!

(1) Each of Messrs. Kagan and Hwang earned $63,556G@&5800, respectively, in fees for service on tliar@ of Directors of the gene
partner in 2012. Mr. Kagas’'compensation included $63,500 in cash fees, 8372 common unit awards and $82,562 in all ¢
compensation. Mr. Hwang’' compensation included $65,500 in cash fees, 837j8 common unit awards and $0 in all o
compensation. Please see “Director Compensatiotfié Partnership’s Annual Report on FormKL@r the fiscal year ended Decem
31, 2012 for additional informatiol

(2) As of December 31, 2012, Messrs. Crisp, Tong, aaglat each held 750 unvested common units of thad?ahip.

(3) Amounts reported in the “Stock Awards3lumn represent the aggregate grant date faievafdully vested shares of our common s
awarded to the non-employee directors under ouckShacentive Plan, computed in accordance with FASBC Topic 718. For ¢
discussion of the assumptions and methodologies tasealue the awards reported in this column,tseaiscussion contained in the N
to Consolidated Financial Statements at Note 2Ridted in our Annual Report on Form KDfor the year ended December 31, 2012.
January 12, 2012, each director received 1,85% fudsted shares of our common stock in connectitim their 2012 service on our Boi
of Directors, and the grant date fair value of eablare of common stock computed in accordance R{BB ASC Topic 718 wx
$38.72. As of December 31, 2012, none of our employee directors held any outstanding stock optior any outstanding, unves
shares of our common stocl

Narrative to Director Compensation Tab

For 2012, all noremployee directors received an annual cash retafr®$0,000. The Chairman of the Audit Committeeeived an addition
annual retainer of $20,000, the Chairman of the @emsation Committee received an additional anretalrrer of $15,000 and the Chairma
the Governing and Nominating Committee receiveddufitional retainer of $10,000. All of our nemployee directors receive $1,500 for ¢
Board of Directors, Audit Committee, Compensatiammnittee, Governance and Nominating Committee, @orflicts Committee meetil
attended. Payment of namployee director fees is generally made twice aliyuat the second regularly scheduled meetinthefBoard c
Directors and at the final regularly scheduled nmgebf the Board of Directors for the fiscal yeAtl non-employee directors are reimbur
for out-of-pocket expenses incurred in attendingf8af Director and committee meetings.

A director who is also an employee receives notaddil compensation for services as a director.ofdingly, the Summary Compensai
Table reflects total compensation received by Meskiyce, Perkins and Whalen for services perforimeds and our affiliates.
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Director Lon¢-term Equity Incentives

We granted equity awards in January 2012 to ouramployee directors under the Stock Incentive Plach of these directors receivec
award of 1,851 fully vested shares of our commonlstwhich reflected our intent to provide themhnét target value of approximately $75,
in annual long-term incentive awards. The awardsrgended to align the long-term interests ofditectors with those of our stockholders.

Changes for 2013

In January 2013, the Board of Directors approvezhges to our noemployee director compensation for the 2013 figeal by increasing tl
annual cash retainer for service on our Board oé®ors to $56,000 per year.

Director Lon¢-term Equity Incentives.In January 2013, each of our nemployee directors received an award of 1,492 fudlsted shares

our common stock under the Stock Incentive Planchvheflects our desire to increase the targetevaifithose awards from approxima
$75,000 to $80,000 per year.
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Item 12.Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters

The following table sets forth information regamlithe beneficial ownership of our common stock #mel beneficial ownership of t

Partnership’s common units as of February 15, 218 by:

 each person who beneficially owns 5% or more oftbarthen outstanding shares of common st

» each of our named executive office

» each of our directors; ar

« all of our executive officers and directors as aug.

Beneficial ownership is determined under the ruéshe Securities and Exchange Commission. In ggn#rese rules attribute benefi
ownership of securities to persons who possesssakared voting power and/or investment poweh wéspect to those securities and incl
among other things, securities that an individuas the right to acquire within 60 days. Unless wtise indicated, the stockholders .
unitholders identified in the table below have set¢ing and investment power with respect to atlusgties shown as beneficially owned
them. Percentage ownership calculations for anyr@gcdolder listed in the table below are based4@1831,085 shares of our common s
and 101,788,617 common units of the Partnershigtaudling on February 15, 2013.

Targa Resources
Partners LP

Targa Resources Corp.

Percentage
Percentage of
Common of Common  Common Common
Units Units Stock Stock
Beneficially Beneficially Beneficially Beneficially
Name of Beneficial Owner (1) Owned (9) Owned (9) Owned Owned

Warburg Pincus Private Equity VIII, L.P. ( - - 2,941,91 6.9%
Warburg Pincus Netherlands Private Equity VIl G.{2) - - 85,27: *
WP-WPVIII Investors, L.P. (2 - - 8,534 *
Warburg Pincus Private Equity IX, L.P. ( - - 1,672,58! 4.0%
Prudential Financial, Inc. ({ - - 4,439,86! 10.5%
BAMCO Inc - - 2,495,44. 5.9%
Fidelity Management and Research Comg - - 2,230,91! 5.3%
Rene R. Joyce (¢ 81,00( * 1,107,63 2.6%
Joe Bob Perkins (¢ 32,10( * 624,98 1.5%
Michael A. Heim (6) 8,00( * 605,93: 1.4%
James W. Whalen (° 111,15: * 645,11« 1.5%
Matthew J Meloy 6,00( * 72,26 *
In Seon Hwang (8 6,24¢ * 4,719,961 11.2%
Peter R. Kagan (¢ 16,49¢ * 4,729,77 11.2%
Chris Tong 23,15( * 61,59: *
Charles R. Cris 11,35( * 152,93: *
Ershel C. Redd J 1,10( * 5,85:¢ *
All directors and executive officers as a group ff&d4sons) (7 396,01. * 9,428,68! 22.3%

* Less than 1%.

(1) Unless otherwise indicated, the address for alefieial owners in this table is 1000 Louisiana,t84300, Houston, Texas 770!

(2) Warburg Pincus Private Equity VIII, L.P., a Delaedimited partnership, and two affiliated partnépsh Warburg Pincus Netherlar
Private Equity VIII C.V.l., a company organized @ndhe laws of the Netherlands, and W VIl Investors, L.P., a Delaware limit
partnership (together “WP VIII"), and Warburg Piscirivate Equity 1X, L.P., a Delaware limited pantship (“WP 1X"),in the aggrega
own, on a fully diluted basis, approximately 11%oof equity interests. The general partner of WR i¢IWarburg Pincus Partners, LL
a New York limited liability company (“WP Partnek$C”), and the general partner of WP 1X is Warburg Pine(d.LC, a New Yorlk
limited liability company, of which WP Partners LLi€the sole member. Warburg Pincus & Co., a Newkgeneral partnership (“Wp"
is the managing member of WP Partners LLC. WP ¥ihtl WP IX are managed by Warburg Pincus LLC, a Nevk limited liability
company (“WP LLC").The address of the Warburg Pincus entities is 450ngton Avenue, New York, New York 10017. Mess$tazanc
and Kagan are Partners of WP and Managing DireetiodssMembers of WP LLC. Charles R. Kaye and Jo$epbandy are Managil
General Partners of WP and Managing Members anér€sidents of WP LLC and may be deemed to contmlWarburg Pinct
entities. Messrs. Hwang, Kagan, Kaye and Landgiai® beneficial ownership of all shares held by Ydarburg Pincus entitie
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(3) The business address for Prudential Finanicial,is 751 Broad Street, Newark, New Jersey 073027. Prudential Financial, Inc. throt
its indirect ownership of The Prudential Insura@enpany of America ("PICOA") may be deemed to pndgehold 17,100 shares of ¢
common stock for the benefit of PICOA's generaloact. Prudential Financial, Inc. may be deemedhtheeficial owner of securiti
beneficially owned by PICOA, Jennison AssociatesClLPrudential Investment Management, Inc. and Quaéine Manageme
Associates LLC and may have direct or indirect ngptand/or investment discretion over 4,422,765 eshavhich are held for its o\
benefit or for the benefit of its clients by itseate accounts, externally managed accountsjeegisinvestment companies, subsidi:
and/or other affiliates. Of the 4,439,865 commoarsh reported as beneficially held by Prudentiabfcial, Inc., Prudential Financi
Inc. has reported that it has shared voting powtr respect to 133,991 of these common shareslzar@d dispositive power with resp
to 4,305,874 of the common shar

(4) Shares of common stock beneficially owned by Mycéoinclude: (i) 234,959 shares issued to The Rayee 2010 Grantor Retair
Annuity Trust, of which Mr. Joyce and his wife a®trustees and have shared voting and investmentrpawe (ii) 561,292 shares issi
to The Kay Joyce 2010 Family Trust, of which Mryde' s wife is trustee and has sole voting and investmewer.

(5) Shares of common stock beneficially owned by MrkPes include 407,370 shares issued to the Peiins House Investments Limit
Partnership

(6) Shares of common stock beneficially owned by MrinHenclude: (i) 187,378 shares issued to The Mithésm 2009 Family Trust,
which Mr. Heim and his son are tastees and have shared voting and investmentrp@iyel 16,672 shares issued to The Patricia t
2009 Grantor Retained Annuity Trust, of which Mrik and his wife are coustees and have shared voting and investment mpdiii)
63,973 shares issued to the Pat Heim 2012 Familgt,;Tof which Mr. Heim’s wife and son serve astaetees and have shared voting
investment power; (iv) 42,000 shares issued tdhien 2012 Childrers Trust, of which Mr. Heim serves as trustee; an®{,972 share
held by Mr. Hein's wife of which Mr. Heim and his wife have shareding and investment powe

(7) Shares of common stock beneficially owned by Mr.algh include 459,249 shares issued to the Whalemly-dnvestments Limite
Partnership

(8) All shares indicated as owned by Messrs. Hwangkaghn other than 11,662 shares issued to Mr. Hwadg?21,474 shares issued to
Kagan in their capacity as directors are includechlise of their affiliation with the Warburg Pinardities.

(9) The common units of the Partnership presented iagl beneficially owned by our directors and offie@o not include the common ul
held indirectly by us that may be attributable tiots directors and officers based on their ownershigquity interests in u:

Securities Authorized for Issuance under Equity Cpensation Plans

The following table sets forth certain informatias of December 31, 2012 regarding our loergr incentive plans, under which our comi
stock is authorized for issuance to employees,dtars and directors of us, our general partndrienaffiliates. Our sole equity compensa
plan, under which we will make equity grants in theire, is our longerm incentive plan, which was approved by ourldtotders prior to ot
initial public offering.

Number of
securities
remaining
Number of available for
securities future issuance
to be issued upor Weighted average  under equity
exercise of exercise price of  compensation
outstanding outstanding plans (excluding
options, warrants options, warrants securities reflectec
Plan category and rights and rights in column (a))
(a) (b) (©)
Equity compensation plans approved by securitydrs - - 3,091,33(1)
Equity compensation plans not approved by sechotgiers . . .
Total - - 3,091,33

(1) Generally, awards of restricted stock to our oficand employees under the 2010 Incentive Plarsalgct to vesting over time
determined by the Compensation Committee and, poimesting, are subject to forfeiture. Stock irtoegnplan awards may vest in ot
circumstances, as approved by the Compensation @Gteenand reflected in an award agreement. Restristock is issued, subjeci
vesting, on the date of grant. The Compensation r@ittee may provide that dividends on restrictectlstare subject to vesting
forfeiture provisions, in which cash such dividemasuld be held, without interest, until they vestoe forfeited
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Item 13.Certain Relationships and Related Transactions, an®irector Independence.

Our Relationship with Targa Resources Partners LRdits General Partner

Our only cash generating assets consist of oureist® in the Partnership, which as of Februan20%3 consists of the following:
» a 2.0% general partner interest in the Partnersiijph we hold through our 100% ownership inter@sthe general partne
« all of the outstanding IDRs of the Partnership;
» 12,945,659 of the 101,788,617 outstanding commadts ohthe Partnership, representing a 12.7% lidhgartnership interes

Omnibus Agreement

Our Omnibus Agreement with the Partnership addeefs=reimbursement to us for costs we incur orPdménershigs behalf, competition al
indemnification matters. Any or all of the provis®of the Omnibus Agreement, other than the indéoation provisions described below,
terminable by us at our option if the general paris removed as the Partnerskigeneral partner without cause and units heldsbgnd ot
affiliates have not voted in favor of that removehe Omnibus Agreement will also terminate in therg of a Change of Control (as define
the Omnibus Agreement) of the Partnership or iteega partner. The Omnibus Agreement expires aaogto its terms on April 30, 2013, ¢
the Omnibus Agreement will not be extended. At stiote, reimbursement matters will be governed by partnership agreement, wh
provides that our general partner will be reimbdréer all direct and indirect expenses, as welleapenses otherwise allocable to u
connection with the operation of our business, iredion our behalf.

Reimbursement of Operating and General and Adméatige Expens:

Under the terms of the Omnibus Agreement, the Bestip reimburses us for the payment of certaimaijpgy and direct expenses, incluc
compensation and benefits of operating personmel,far the provision of various general and adntiatsve services for the Partnerstsp’
benefit. Pursuant to these arrangements, we peréemiralized corporate functions for the Partngrsbuch as legal, accounting, treas
insurance, risk management, health, safety and@mental, information technology, human resourcesdit, payroll, internal audit, tax
engineering and marketing. The Partnership reirg@suus for the direct expenses to provide thesecesras well as other direct expense:
incur on the Partnership’s behalf, such as compiemsaf operational personnel performing serviaastiie Partnership’benefit and the cost
their employee benefits, including 401(k), pensand health insurance benefits. The general padetrmines the amount of general
administrative expenses to be allocated to thenBeship in accordance with the partnership agreen@her than our direct costs of beir
reporting company, so long as our only cgsimerating asset consists of our interests in #ren€rship, substantially all of our general
administrative costs have been, so long as our cadhgenerating assets consist of our interest in thn®aship, and will continue to
allocated to the Partnership. The Omnibus Agreeragpires according to its terms on April 30, 2048d the term of the Omnibus Agreen
will not be extended. At such time, reimbursemetiters will be governed by the Partnership Agregmehich provides that we will |
reimbursed for all direct and indirect expensesyel as expenses otherwise allocable to the Patiipein connection with the operation of
Partnership’s business, incurred on the Partneésshghalf.

Competition
We are not restricted, under either the Partnersigiartnership agreement or the Omnibus Agreemmmb, éompeting with the Partnership.

may acquire, construct or dispose of additionalstnehm energy or other assets in the future withaytobligation to offer the Partnership
opportunity to purchase or construct those assets.
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Registration Rights Agreemet
Agreement with Series B Preferred Stock Inves

On October 31, 2005, we entered into an amendedemtated registration rights agreement with thiddrs of our then outstanding Serie
preferred stock that received or purchased 6,483s#@res of preferred stock pursuant to a stoc&haise agreement dated October 31, :
Pursuant to the registration rights agreement, gveeal to register the sale of shares of our comshaek that holders of such preferred s
received upon conversion of the preferred stockieurcertain circumstances. These holders inclutlectty or indirectly through subsidiari
or affiliates), among others, Warburg Pincus.

Demand Registration Righ

At any time, the qualified holders have the rightréquire us by written notice to register a spedihumber of shares of common stoc
accordance with the Securities Act and the redistrarights agreement. The qualified holders hdeeright to request up to an aggrega
five registrations; provided that such qualifieddsrs are not limited in the number of demand tegfimns that constitute “shelfegistration
pursuant to Rule 415 under the Securities Act.drevent shall more than one demand registrationradaring any sixnonth period or withi
120 days after the effective date of a registraitaiement we file, provided that no demand regfisin may be prohibited for that 1213y
period more than once in any 12-month period.

Piggy-back Registration Rights

If, at any time, we propose to file a registrat&tatement under the Securities Act with respeantoffering of common stock (subject to cer
exceptions), for our own account, then we must givéeast 15 daysiotice prior to the anticipated filing date to hblders of registrab
securities to allow them to include a specified bemof their shares in that registration statem&he. will be required to maintain t
effectiveness of that registration statement uh#l earlier of 180 days after the effective daté #ne consummation of the distribution by
participating holders.

Conditions and Limitations; Expenses

These registration rights are subject to certamditmns and limitations, including the right ofethunderwriters to limit the number of share
be included in a registration and our right to geda withdraw a registration statement under certaiicumstances. We will generally pay
registration expenses in connection with our obiéyes under the registration rights agreement,nigas of whether a registration stateme
filed or becomes effective.

Contracts with Affiliates
Indemnification Agreements with Directors and Qffg

In February 2007, the Partnership and the genarahgr entered into indemnification agreements wibh independent director of the ger
partner. Each indemnification agreement provides &ach of the Partnership and the general pawitleindemnify and hold harmless e
indemnitee against Expenses (as defined in tharindieation agreement) to the fullest extent petedtor authorized by law, including
Delaware Revised Uniform Limited Partnership Actldhe Delaware Limited Liability Company Act in ettt on the date of the agreemer
as such laws may be amended to provide more ady@oa rights to the indemnitee. If such indemnifteais unavailable as a result of a ¢
decision and if the Partnership or the generalngaris jointly liable in the proceeding with thedamnitee, the Partnership and the gel
partner will contribute funds to the indemnitee Figs Expenses (as defined in the in the IndemriticaAgreement) in proportion to relat
benefit and fault of the Partnership or the genpeatner on the one hand and indemnitee on thea athéhe transaction giving rise to -
proceeding.

Each indemnification agreement also provides thatRartnership and the general partner will indgmand hold harmless the indemn
against Expenses incurred for actions taken aseatdr or officer of the Partnership or the gengatner or for serving at the request of
Partnership or the general partner as a directoffmer or another position at another corporatiwrenterprise, as the case may be, but o
no final and norappealable judgment has been entered by a coerntgatng that, in respect of the matter for whibk tndemnitee is seeki
indemnification, the indemnitee acted in bad faithengaged in fraud or willful misconduct or, ireticase of a criminal proceeding,
indemnitee acted with knowledge that the indemhiteenduct was unlawful. The indemnification agreehadso provides that the Partner:
and the general partner must advance payment tdiceExpenses to the indemnitee, including feesamifnsel, subject to receipt of
undertaking from the indemnitee to return such adedf it is it is ultimately determined that thedemnitee is not entitled to indemnification.
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We have entered into parent indemnification agregsevith each of our directors and officers, inahgdMessrs. Joyce, Perkins, Wha
Kagan, Meloy and Hwang who serve or served as tdireand/or officers of the general partner. Eaahept indemnification agreem:
provides that we will indemnify and hold harmlesste indemnitee for Expenses (as defined in thenpameéemnification agreement) to
fullest extent permitted or authorized by law, urihg the Delaware General Corporation Law, in@ffan the date of the agreement or
may be amended to provide more advantageous tigihe indemnitee. If such indemnification is unitalde as a result of a court decision
if we and the indemnitee are jointly liable in f@ceeding, we will contribute funds to the indetaaifor his Expenses in proportion to rela
benefit and fault of us and indemnitee in the taatisn giving rise to the proceeding.

Each parent indemnification agreement also provitias we will indemnify the indemnitee for monetatgmages for actions taken as
director or officer or for serving at our requestaadirector or officer or another position at &eotcorporation or enterprise, as the case m
but only if (i) the indemnitee acted in good faéthd, in the case of conduct in his official capgdit a manner he reasonably believed to |
our best interests and, in all other cases, nobsggto our best interests and (ii) in the case @fminal proceeding, the indemnitee must |
had no reasonable cause to believe that his condagtunlawful. The parent indemnification agreenaab provides that we must adva
payment of certain Expenses to the indemniteeudticf fees of counsel, subject to receipt of anemtadting from the indemnitee to return s
advance if it is it is ultimately determined thiag indemnitee is not entitled to indemnification.

Indemnification Agreements with the Partners

Under the Omnibus Agreement, the Partnership agi@eddemnify us against environmental liabilitiedated to the North Texas Sysi
arising or occurring after February 14, 2007.

Additionally, we have agreed to indemnify the Parship for losses relating to income tax liabiftigtributable to préPO operations that ¢
not reserved on the books of the Predecessor Bissofehe North Texas System as of February 147.20@& do not have any obligation un
this indemnification until the Partnershspaggregate losses exceed $250,000. Our obligatider this indemnification will terminate upon
expiration of any applicable statute of limitatiofi$ie Partnership will indemnify us for all losstributable to the po3RO operations of tt
North Texas Systen

Transactions with Related Persons

Relationship with Sajet Resources L

Former holders of our Class B Common units, ineigdiVarburg Pincus and certain of our executive mgarsaand directors, own a controll
interest in Sajet Resources LLC (“Sajet”), whichswspuneff in December 2010 prior to the IPO. We providengral and administrati
services to Sajet and are reimbursed for these @mi®i@i our actual cost. During 2012, we were reirsddi $1.3 million for such servic
provided. Additionally, on December 1, 2012, Takdigistream Services LLC purchased six 90,000 gghi@pane storage tanks from Saje!
$1.2 million. This transaction was at a marketgonsistent with similar transactions with othenaffiliated entities.

Relationship with Tesla Resources L

In September 2012, Tesla Resources LLC (“Teslay smuneff from Sajet. Tesla owns certain technology righeal property and owners

interests in Floridian Natural Gas Storage Compan®. We will provide general and administrative\dees to Tesla and will be reimbur:
for these amounts at our actual cost. During 2€&e were no services rendered.
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Relationship with Warburg Pincus LL

Affiliates of Warburg Pincus beneficially own apghmately 11.1% of our outstanding common stock. édingly, Warburg Pincus can ex
significant influence over us and any action reiqgithe approval of the holders of our stock, ikahg the election of directors and approvz
significant corporate transactions. Warbsrgbncentrated ownership makes it less likely #mgt other holder or group of holders of comi
stock will be able to affect the way we are manageithe direction of our business.

Peter Kagan, one of our directors, is a Managingdor of Warburg Pincus LLC and is also a direatbtaredo Petroleum Holdings h
(“Laredo”) from whom the Partnership buys natural gas and N&lducts. Affiliates of Warburg Pincus LLC own antlling interest il
Laredo. Purchases from Laredo during 2012 tota811$million. These transactions were at marketgzriconsistent with similar transacti
with other nonaffiliated entities.

Relationship with Total Safety US I

Joe Bob Perkins, our Chief Executive Officer, isoah member of the Board of Managers of W3 Holdihg<C, parent company of To
Safety US Inc. (“Total Safety"which provides the Partnership safety services eqdpment, including detection and monitoring Syt
Affiliates of Warburg Pincus own a controlling inést in Total Safety. During 2012, we made paymefit$242,980 to Total Safety. Thi
transactions were at market prices consistent suithilar transactions with other nonaffiliated eiett

Relationships with Sequent Energy Management, [ Resources Inc. and IntercontinentalExchange,

Charles R. Crisp, one of our directors, is a doedf AGL Resources, Inc., parent company of Setjizrergy Management, LP (“Sequent”
and Northern lllinois Gas Company d/b/a NICOR EggftNICOR”). The Partnership purchases and sells natural gadl&hdproducts fror
and to Sequent and sells natural gas products @ORL Mr. Crisp also serves as a director of EOGoRe®s Inc. (“EOG”"from whom thi
Partnership purchases natural gas and NGL produiet<Crisp is also a director of IntercontinentatBange Inc., parent company of ICE
OTC Commodity Markets LLC (“ICE”") from whom the Raership purchases brokerage services. The follpwable shows the Partnerstsp’
transactions with each of these entities during2201

Sales Purchases
(In millions)
Sequen $ 206 $ 4.5
EOG - 8.4
ICE - 0.1
NICOR 19.C -

These transactions were at market prices consistémsimilar transactions with other nonaffiliatedtities.
Relationships with Martin Gas Sales and Southwestdy LP

Erschel C. Redd, one of our directors, has an ineedamily member who is an officer of Martin Gaales, which is a subsidiary of Ma
Midstream Partners LP (“Martin”) and an immediaéenfly member who is an officer and part owner ofitBwest Energy LP Southwes
Energy”) from and to whom the Partnership purchases sells natural gas and NGL products. The foligwable shows the Partnerstsp’
transactions with each of these entities during2201

Sales Purchases
(In millions)
Martin Gas $ 72 $ 7.1
Southwest Energ 3.4 1.8

These transactions were at market prices consistémsimilar transactions with other nonaffiliatedtities.
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Conflicts of Interest

Conflicts of interest exist and may arise in theifa as a result of the relationships between #mel partner and its affiliates (including
on the one hand, and the Partnership and its t¢ithéed partners, on the other hand. The directord officers of the general partner h
fiduciary duties to manage the general partnerwmdf applicable, in a manner beneficial to oumews. At the same time, the general pa
has a fiduciary duty to manage the Partnershiprraaner beneficial to it and its unitholders. Péesse “—Review, Approval or Ratification
Transactions with Related Persons” below for addél detail of how these conflicts of interest viadl resolved.

Review, Approval or Ratification of TransactionshaRelated Persor

Our policies and procedures for approval or radifion of transactions with “related persomsse not contained in a single policy or procec
Instead, they are reflected in the general oparatfoour board of directors, consistent with pastcfice. Prior to our IPO, an agreement an
our stockholders prohibited us from entering imtoodifying, amending or terminating any transacti@ther than certain compensat
arrangements and sales or purchases of capitdl)stoth an executive officer, director or affiliatgithout the prior written consent of 1
holders of at least a majority of our outstanditgures. We distribute and review a questionnaireuo executive officers and direct
requesting information regarding, among other thjrgprtain transactions with us in which they airtfiamily members have an interest.
conflict or potential conflict of interest arisesttveen us and our affiliates (excluding the Pasimnig) on the one hand and the Partnershij
its limited partners (other than us and our ati#&, on the other hand, the resolution of any saactilict or potential conflict is addressec
described under “—Conflicts of InteresPursuant to our Code of Conduct, our officers ainelctbrs are required to abandon or forfeit
activity or interest that creates a conflict ofeirst between them and us or any of our subsidjanidess the conflict is pegpproved by ot
board of directors.

Whenever a conflict arises between the generah@adr its affiliates, on the one hand, and therRaship or any other partner, on the @
hand, the general partner will resolve that conflitie Partnershig’ partnership agreement contains provisions thaifgnand limit the gener
partner’s fiduciary duties to the Partnershipinitholders. The partnership agreement alsoicesthe remedies available to unitholders
actions taken that, without those limitations, ntighnstitute breaches of fiduciary duty.

The general partner will not be in breach of itigaiions under the partnership agreement or iteedo the Partnership or its unitholders if
resolution of the conflict is:

» approved by the general partner’s conflicts oottee, although the general partner is not obdigab seek such approval,

» approved by the vote of a majority of the Parships outstanding common units, excluding any commats unwned by the gene
partner or any of its affiliates;

< on terms no less favorable to the Partnerstap those generally being provided to or availftoe unrelated third parties; or

« fair and reasonable to the Partnership, taking &utmount the totality of the relationships among plarties involved, including ott
transactions that may be particularly favorabladrantageous to the Partnership.

The general partner may, but is not required tek ¢slee approval of such resolution from the cotdlicommittee of its board of directors. If
general partner does not seek approval from th8licisncommittee and its board of directors deterasi that the resolution or course of ac
taken with respect to the conflict of interest Sfas either of the standards set forth in thedtloir fourth bullet points above, then it will
presumed that, in making its decision, the boardiafctors acted in good faith and in any procegdirought by or on behalf of any limit
partner of the Partnership, the person bringingrosecuting such proceeding will have the burdeovefcoming such presumption. Unless
resolution of a conflict is specifically providedrfin the partnership agreement, the general paoiniéss conflicts committee may consider
factors they determines in good faith to consideemvresolving a conflict. When the partnership agrent provides that someone act in ¢
faith, it requires that person to believe he isnacin the best interests of the Partnership.
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Director Independenct

Messrs. Crisp, Hwang, Kagan, Redd and Tong aréndependent directors under the NYSE's listing déads. Please set€m 10. Director:
Executive Officers and Corporate Governand@ur board of directors examined the commercialtimiahips between us and companie:
whom our independent directors serve as directovdgth whom family members of our independent dioes have an employment relations
The commercial relationships reviewed consistegrotiuct and services purchases and product salasréet prices consistent with sim
arrangements with unrelated entities.

Item 14.Principal Accounting Fees and Services

We have engaged PricewaterhouseCoopers LLP as ringipal accountant. The following table summariZegs we were billed |
PricewaterhouseCoopers LLP for independent auditingand related services for each of the lastfiseal years:

2012 2011
(In millions)
Audit fees (1) $ 31 $ 2.7
Audit related fees (2 - -
Tax fees (3 - -
All other fees (4) -
$ 31 $ 2.7

(1) Audit fees represent amounts billed for each ofyisars presented for professional services rendarednnection with (i) the integrat
audit of our annual financial statements and irgkecontrol over financial reporting, (ii) the reweof our quarterly financial statements
(iii) those services normally provided in connentisith statutory and regulatory filings or engageaisencluding comfort letters, conse
and other services related to SEC matters. Thigrimdition is presented as of the latest practicddte for this Annual Repol

(2) Auditrelated fees represent amounts we were billed ¢h e the years presented for assurance and redet@ites that are reasone
related to the performance of the annual audituartgrly reviews of our financial statements arelraot reported under audit fe:

(3) Tax fees represent amounts we were billed in edcthe years presented for professional serviceslam in connection with t
compliance, tax advice and tax planni

(4) All other fees represent amounts we were billeddnh of the years presented for services not filtsisi under the other categories lis
in the table above. No such services were rendgrdtticewaterhouseCoopers LLP during the last teary.

The Audit Committee has approved the use of PricewatesdCoopers LLP as our independent principal acaatinAll services provided |

our independent auditor are subject to aperoval by the Audit Committee. The Audit Comnettis informed of each engagement of
independent auditor to provide services to us.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(2)(2) Financial Statements

Our Consolidated Financial Statements are includeder Part 1l, Item 8 of the Annual Report. Forigting of these statements
accompanying footnotes, see “Index to Financialegtants” Page F-1 of this Annual Report.

(a)(2) Financial Statement Schedules

All other schedules have been omitted because dheither not applicable, not required or the rimi@tion called for therein appears in
consolidated financial statements or notes thereto.

(a)(3) Exhibits

Number

2. 1***

2.2

2.3

2.4

2.5

2.6

3.1

3.2

3.3

Description

Purchase and Sale Agreement, dated September @8, B and between Targa Resources Holdings LPTamnga Resourc
Partners LP (incorporated by reference to Exhiblt # Targa Resources Partners LP’s Current ReporEorm 8K filed
September 21, 2007 (File No. (-33303)).

Amendment to Purchase and Sale Agreement, datezb€rci, 2007, by and between Targa Resources HysldiR and Tar¢
Resources Partners LP (incorporated by referenéexhibit 2.2 to Targa Resources Partners LP’s @arReport on Form &
filed October 24, 2007 (File No. 0-33303)).

Purchase and Sale Agreement dated July 27, 200&ndpetween Targa Resources Partners LP, TargadGBnd Targa LP In
(incorporated by reference to Exhibit 2.1 to TaRgsources Partners LP’s Current Report on Fornfied July 29, 2009 (Fil
No. 001-33303)).

Purchase and Sale Agreement, dated March 31, 2918)d among Targa Resources Partners LP, Tardad_PTarga Permie
GP LLC and Targa Midstream Holdings LLC (incorpedaby reference to Exhibit 2.1 to Targa Resour@mBrs LPS Curren
Report on Form-K filed April 1, 2010 (File No. 00-33303)).

Purchase and Sale Agreement, dated August 6, 2918nd between Targa Resources Partners LP an@ Vangado Holding
LP (incorporated by reference to Exhibit 2.1 togeaResources Partners LP’s Current Report on Feknfiled August 9, 201
(File No. 00:-33303)).

Purchase and Sale Agreement, dated September 18, B9 and between Targa Resources Partners LPTargh Versad
Holdings LP (incorporated by reference to Exhibit 20 Targa Resources Partners LP’s Current ReporForm 8K filed
September 17, 2010 (File No. (-33303)).

Amended and Restated Certificate of Incorporatibfarga Resources Corp. (incorporated by referéadexhibit 3.1 to Targ
Resources Cor's Current Report on Forn-K filed December 16, 2010 (File No. (-34991)).

Form of Amended and Restated Bylaws of Targa RessuCorp. (incorporated by reference to Exhibittd.TTarga Resourc
Corp’s Current Report on Forn-K filed December 16, 2010 (File No. (-34991)).

Certificate of Limited Partnership of Targa Res@sr®artners LP (incorporated by reference to ExBil2i to Targa Resourc
Partners L’s Registration Statement on Forr-1 filed November 16, 2006 (File No. :-138747)).
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Certificate of Formation of Targa Resources GP L(ir€orporated by reference to Exhibit 3.3 to TaRgsources Partners L’
Registration Statement on Forr-1/A filed January 19, 2007 (File No. :-138747)).

First Amended and Restated Agreement of Limitedrieéeship of Targa Resources Partners LP (incorpdraly reference
Exhibit 3.1 to Targa Resources Partner’s Current Report on Forn-K filed February 16, 2007 (File No. 0-33303)).

Amendment No. 1 to First Amended and Restated Ageee of Limited Partnership of Targa ResourcesneastLP (incorporate
by reference to Exhibit 3.5 to Targa ResourcesneestLP’s Quarterly Report on Form 10-Q filed Mal;, 2008 (File No. 001-
33303)).

Amendment No. 2 to the First Amended and Restatgeément of Limited Partnership of Targa ResouRadners LP datt
May 25, 2012 (incorporated by reference to Exidblt to Targa Resources Partners LP’s Current RepoRorm 8K filed May
25, 2012 (File No. 0(-33303)).

Limited Liability Company Agreement of Targa Resmes GP LLC (incorporated by reference to Exhibit t8. Targa Resourc
Partners L’s Registration Statement on Fori-1/A filed January 19, 2007 (File No. :-138747)).

Amended and Restated Certificate of Incorporatibfarga Resources, Inc. (incorporated by referencExhibit 3.1 to Targ
Resources, In's Registration Statement on Fori-4 filed October 31, 2007 (File No. 3-147066)).

Amendment to Amended and Restated Certificate odrioration of Targa Resources, Inc. (incorpordtgdeference to Exhik
3.9 of Targa Resources Cc's Annual Report on Form -K filed February 28, 2011 (File No. 0-34991)).

Amended and Restated Bylaws of Targa Resources,(immrporated by reference to Exhibit 3.2 to Bamiesources, InG.
Registration Statement on Forr-4 filed October 31, 2007 (File No. 3-147066)).

Specimen Common Stock Certificate (incorporateddigrence to Exhibit 4.1 to Targa Resources CeiRegistration Stateme
on Form &1/A filed November 12, 2010 (File No. 3-169277)).

Credit Agreement, dated as of January 5, 2010 anmi@mga Resources, Inc., as the borrower, Deuts@rk Brust Compar
Americas, as the administrative agent, Deutschek Bsecurities Inc. and Credit Suisse Securities (WERAC, as joint lea
arrangers, Credit Suisse Securities (USA) LLC ainddel Securities LLC, as the @yndication agents, Deutsche Bank Secu
Inc., Credit Suisse Securities (USA) LLC, Citadek@rities LLC, Banc of America Securities LLC andr8ays Capital, as joi
book runners, Bank of America, N.A., Barclays Ba&ikC and ING Capital LLC, as the dmcumentation agents and the o
lenders party thereto (incorporated by referencExoibit 4.1 to Targa Resources Corp.’s Registraitatement on Form FA
filed November 12, 2010 (File No. 3-169277)).

Amendment No. 1 to Credit Agreement, dated Novenit2er2010 among TRI Resources Inc., as the Borroldeutsche Bar
Trust Company Americas, Credit Suisse AG, Cayméandis Branch, Bank of America, N.A., ING Capital Cland Barclay
Bank PLC, as Lenders, and Deutsche Bank Trust Coynpanericas, as Administrative Agent (incorporatad reference 1
Exhibit 10.94 to Targa Resources C'’s Registration Statement on Fori-1/A filed November 16, 2010 (File No. 3-169277)).

Holdco Credit Agreement, dated as of August 9, 28@i6ng Targa Resources Investments Inc., as thevbar, Credit Suisse,
the administrative agent, Credit Suisse Securiti¢SA) LLC and Deutsche Bank Securities Inc. andjoist lead arrangetr
Deutsche Bank Securities Inc., as the syndicatipenf Credit Suisse Securities (USA) LLC, Deuts&amk Securities Inc
Lehman Brothers, Inc. and Merrill Lynch Capital @oration, as joint book runners, Lehman Commeraer Inc. and Merr
Lynch Capital Corporation, as the doeumentation agents and the other lenders paenetth (incorporated by reference
Exhibit 4.1 to Targa Resources Ccs Registration Statement on For-1/A filed November 12, 2010 (File No. 3-169277)).
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Amendment No. 1 to Holdco Credit Agreement, dagmudry 5, 2010 among Targa Resources Investmenisathe Borrowe
Targa Resources, Inc., as Lender, Targa Capitdl, lds Lender, and Credit Suisse AG, Cayman Isl&ndsh, as Administrati\
Agent (incorporated by reference to Exhibit 10.@2 Tiarga Resources Corp.'s Registration StatemenFanm Si/A filed
November 12, 2010 (File No. 3-169277)).

Amended and Restated Credit Agreement, dated Qylga10, by and among Targa Resources PartnerasLife borrower, Ba
of America, N.A., as the administrative agent, Wélargo Bank, National Association and the RoyailBaf Scotland plc, as t
co-syndication agents, Deutsche Bank Securitiesdnd Barclays Bank PLC, as the @ocumentation agents, Banc of Ame
Securities LLC, Wells Fargo Securities, LLC and RB&urities Inc., as joint lead arrangers andaok managers and the ot
lenders part thereto (incorporated by referencéxtaibit 10.1 to Targa Resources Partners LP’s Faitnfiled on July 21, 201
(File No. 00:-33303)).

Credit Agreement, dated October 3, 2012, by andngmicarga Resources Corp., Deutsche Bank Trust Caynpanericas, &
Administrative Agent, Collateral Agent, Swing Lihender and the L/C Issuer and each lender from toméme party there
(incorporated by reference to Exhibit 10.1 to TaRgsources Corp.’s Current Report on Forik #led October 9, 2012 (File N
001-34991)).

Second Amended and Restated Credit Agreement, @xtamber 3, 2012, by and among Targa ResourcesdPart.P, Bank (
America, N.A. and the other parties signatory ttefancorporated by reference to Exhibit 10.1 tageaResources Partners EP’
Current Report on Form-K filed October 9, 2012 (File No. 0-33303)).

Targa Resources Investments Inc. Amended and RdsBbckholdersAgreement dated as of October 28, 2005 (incorpdriay
reference to Exhibit 10.2 to Targa Resources IiRegistration Statement on Form S-4/A filed Decenit®; 2007 (File No. 333-
147066)).

First Amendment to Amended and Restated Stockhsldegreement, dated January 26, 2006 (incorporatedebsrence t
Exhibit 10.3 to Targa Resources I's Registration Statement on Fori-4/A filed December 18, 2007 (File No. -147066)).

Second Amendment to Amended and Restated Stockbbldgreement, dated March 30, 2007 (incorporated bgreace t
Exhibit 10.4 to Targa Resources I's Registration Statement on Fori-4/A filed December 18, 2007 (File No. -147066)).

Third Amendment to Amended and Restated Stockhslldereement, dated May 1, 2007 (incorporated by ezfee to Exhib
10.5 to Targa Resources I's Registration Statement on Fori-4/A filed December 18, 2007 (File No. -147066)).

Fourth Amendment to Amended and Restated Stockisdldgreement, dated December 7, 2007 (incorporatecefarence t
Exhibit 10.6 to Targa Resources I's Registration Statement on Fori-4/A filed December 18, 2007 (File No. -147066)).

Fifth Amendment to Amended and Restated Stockhsld®greement, dated December 1, 2009 (incorporatedefsrence t
Exhibit 10.1 to Targa Resources, 's Current Report on Forn-K filed December 2, 2009 (File No. 3-147066)).

Form of Sixth Amendment to Amended and RestatedkBtders’ Agreement (incorporated by reference to Exhibitl10tc
Targa Resources Co’'s Registration Statement on Fori-1/A filed November 12, 2010 (File No. 3-169277)).

Targa Resources Investments Inc. 2005 Stock Inaeftian (incorporated by reference to Exhibit 1Gd0arga Resources Ing.’
Registration Statement on Forr-4/A filed December 18, 2007 (File No. +-147066)).

First Amendment to Targa Resources Investments20@5 Stock Incentive Plan (incorporated by refeeeto Exhibit 10.11 {
Targa Resources Ir's Registration Statement on For-4/A filed December 18, 2007 (File No. -147066)).
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Second Amendment to Targa Resources Investment2006 Stock Incentive Plan (incorporated by refeesto Exhibit 10.12
Targa Resources Ir's Registration Statement on For-4/A filed December 18, 2007 (File No. +-147066)).

Form of Targa Resources Investments Inc. Nonstgtusbock Option Agreement (NdBmployee Directors) (incorporated
reference to Exhibit 10.13 to Targa ResourcessriRegistration Statement on Form S-4/A filed Decemil8, 2007 (File No. 333-
147066)).

Form of Targa Resources Investments Inc. Nonstatugiock Option Agreement (NoDiwector Management and Otl
Employees) (incorporated by reference to Exhibitl40to Targa Resources Inc.’s Registration StatérapnForm S4/A filed
December 18, 2007 (File No. :-147066)).

Form of Targa Resources Investments Inc. Incer@teek Option Agreement (incorporated by referecExhibit 10.15 to Targ
Resources In’s Registration Statement on For-4/A filed December 18, 2007 (File No. -147066)).

Form of Targa Resources Investments Inc. RestriStedk Agreement (incorporated by reference to ikHi0.16 to Targ
Resources In’s Registration Statement on For-4/A filed December 18, 2007 (File No. -147066)).

Form of Targa Resources Investments Inc. Restri§tedk Agreement (relating to preferred stock apgachange for directol
(incorporated by reference to Exhibit 10.17 to BaRpsources Inc.’s Registration Statement on Fe#fASiled December 1.
2007 (File No. 33-147066)).

Form of Targa Resources Investments Inc. RestriBtedk Agreement (relating to preferred stock apgechange for employes
(incorporated by reference to Exhibit 10.18 to BaRpesources Inc.’s Registration Statement on Fe#tfASiled December 1.
2007 (File No. 33-147066)).

Targa Resources Corp. 2010 Stock Incentive Plaooforated by reference to Exhibit 4.3 of Targa dveses Corps
Registration Statement on Forr-8 filed December 9, 2010 (File No. +-171082)).

Form of Targa Resources Corp. Restricted Stock éxgemt 2010 (incorporated by reference to Exhibit 4.4 afga Resourc
Corp’s Registration Statement on Fori-8 filed December 9, 2010 (File No. -171082)).

Form of Targa Resources Corp. 2011 Restricted Ségpkeement 2011 (incorporated by reference to Exhibit 10.2Tafg:
Resources Cor's Current Report on Forn-K filed February 18, 2011 (File No. 0-34991)).

Targa Resources Investments Inc. Long-Term Incerian (incorporated by reference to Exhibit 1a@®Targa Resources Ins.
Registration Statement on Forr-4/A filed December 18, 2007 (File No. -147066)).

Targa Resources Investments Inc. 2008 Annual Inee@ompensation Plan (incorporated by referendextubit 10.13 to Tarc
Resources Partners 's Annual Report on Form -K filed February 27, 2009 (File No. 0-33303)).

Targa Resources Investments Inc. 2009 Annual Inee@ompensation Plan (incorporated by referendextubit 10.14 to Tarc
Resources Partners 's Annual Report on Form -K filed February 27, 2009 (File No. 0-33303)).

Targa Resources Investments Inc. 2010 Annual Ine@ompensation Plan (incorporated by referendextuibit 10.22 to Tarc
Resources Partners 's Annual Report on Form -K filed March 4, 2010 (File No. 0-33303)).
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Targa Resources Corp. 2011 Annual Incentive CongirmsPlan (incorporated by reference to Exhibi?Z0to Targa Resourc
Partners L’s Annual Report on Form -K filed February 25, 2011 (File No. 0-33303)).

Targa Resources Corp. 2012 Annual Incentive CongiemsPlan (incorporated by reference to Exhibit310o Targa Resourc
Partners L’s Annual Report on Form -K filed February 27, 2012 (File No. 0-33303)).

Targa Resources Corp. 2013 Annual Incentive CongiemsPlan (incorporated by reference to Exhibit31#® Targa Resourc
Partne’s Current Report on Forn-K filed January 18, 2013 (File No. C-33303)).

Targa Resources Partners LP Ldrgrm Incentive Plan (incorporated by reference xbilkt 10.2 to Targa Resources Part
LP’'s Registration Statement on Fori-1/A filed February 1, 2007 (File No. 3-138747)).

Form of Targa Resources Partners LP Restricted Grant Agreement —2007 (incorporated by reference to Exhibit 10.
Targa Resources Partners’s Current Report on Forn-K filed February 13, 2007 (File No. 0-33303)).

Form of Targa Resources Partners LP Restricted Graht Agreement —2010 (incorporated by reference to Exhibit 10.1
Targa Resources Partners’'s Form 1+K filed March 4, 2010 (File No. 0(-33303)).

Form of Targa Resources Partners LP Performance@mant Agreement —2007 (incorporated by reference to Exhibit 10.
Targa Resources Partners's Current Report on Forn-K filed with the SEC on February 13, 2007 (File [961-33303)).

Form of Targa Resources Partners LP Performance@mant Agreement —2008 (incorporated by reference to Exhibit 10.
Targa Resources Partners’s Current Report on Forn-K filed January 22, 2008 (File No. C-33303)).

Form of Targa Resources Partners LP Performance@mant Agreement —2009 (incorporated by reference to Exhibit 10.
Targa Resources Partners's Current Report on Forn-K filed January 28, 2009 (File No. C-33303)).

Form of Targa Resources Partners LP Performance@mant Agreement —2010 (incorporated by reference to Exhibit 10.
Targa Resources Partners's Current Report on Forn-K filed December 7, 2009 (File No. C-33303)).

Form of Targa Resources Partners LP Performance@mant Agreement —2011 (incorporated by reference to Exhibit 10.
Targa Resources Partners’s Current Report on Forn-K filed February 18, 2011) (File No. 0-33303)).

Targa Resources Executive Officer Change in Corelerance Program (incorporated by reference tobix10.3 to Targ
Resources Cor's Current Report on Forn-K filed January 19, 2012 (File No. C-34991)).

Purchase Agreement dated as of June 12, 2008 ammendssuers, the Guarantors and Deutsche Bank iSesuinc., a
representative of the several initial purchasersdiporated by reference to Exhibit 10.1 to Targadrirces Partners LSPCurren
Report on Form-K filed June 18, 2008) (File No. 0-33303)).

Indenture dated June 18, 2008, among Targa Resowraeetners LP, Targa Resources Partners Financgoi@ton, th
Guarantors named therein and U.S. Bank Nationabdaton (incorporated by reference to Exhibit 40l Targa Resourc
Partners L’s Current Report on Forn-K filed June 18, 2008 (File No. 0-33303)).

Registration Rights Agreement dated as of Jun088 among the Issuers, the Guarantors and DeuBsantiie Securities Inc.,

representative of the several initial purchasersdfiporated by reference to Exhibit 4.2 to TargadReces Partners L Curren
Report on Form-K filed June 18, 2008) (File No. 0-33303)).
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Supplemental Indenture dated September 24, 2008denture dated June 18, 2008, among Targa Dovamstit@P LLC,
subsidiary of Targa Resources Partners LP, TargauRees Partners Finance Corporation, the othesidiaby Guarantors ai
U.S. Bank National Association (incorporated byerehce to Exhibit 4.3 to Targa Resources PartnBfs Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200®lemture dated June 18, 2008, among Targa Dovemsttd>, a subsidiary

Targa Resources Partners LP, Targa Resources RaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referencé&xibit 4.5 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008lemture dated June 18, 2008, among Targa LSNGLER a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencdxibit 4.7 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 20D®liemture dated June 18, 2008, among Targa LSN@ IsBbsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to ExhibR #b Targa Resources Partners LP’s Quarterly Repororm 109 filed
November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008denture dated June 18, 2008, among Targa Spafa & subsidiary ¢
Targa Resources Partners LP, Targa Resources iRaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referenc&xhibit 4.11 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 200&denture dated June 18, 2008, among MidstreameB@ampany LLC,
subsidiary of Targa Resources Partners LP, TargauRees Partners Finance Corporation, the othesidiaby Guarantors ai
U.S. Bank National Association (incorporated byerefhce to Exhibit 4.13 to Targa Resources Parlers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200@denture dated June 18, 2008, among Targa Retadtrie LLC, ¢
subsidiary of Targa Resources Partners LP, Targ@Rees Partners Finance Corporation, the othesidiaby Guarantors al
U.S. Bank National Association (incorporated byerefce to Exhibit 4.15 to Targa Resources Partrers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200f®lemture dated June 18, 2008, among Targa NGLiRgp€ompany LLC,
subsidiary of Targa Resources Partners LP, TargauRees Partners Finance Corporation, the othesidiaby Guarantors ai
U.S. Bank National Association (incorporated byerefce to Exhibit 4.17 to Targa Resources Partrers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 2008lemture dated June 18, 2008, among Targa TranisphGr, a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referenc&xhibit 4.19 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 200@denture dated June 18, 2008, among TargaG€weration LLC,
subsidiary of Targa Resources Partners LP, Targ@dRees Partners Finance Corporation, the othesidiaby Guarantors al
U.S. Bank National Association (incorporated byerefce to Exhibit 4.21 to Targa Resources Partrers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).
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Supplemental Indenture dated September 24, 2008denture dated June 18, 2008, among Targa Liqakld LC, a subsidial
of Targa Resources Partners LP, Targa ResourcésePaFinance Corporation, the other Subsidiaryréars and U.S. Ba
National Association (incorporated by referenc&xhibit 4.23 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 200®%iemture dated June 18, 2008, among Targa Ligualketing and Trade,
subsidiary of Targa Resources Partners LP, Targ@dRees Partners Finance Corporation, the othesidiaby Guarantors al
U.S. Bank National Association (incorporated byerefce to Exhibit 4.25 to Targa Resources Partrers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated April 27, 2010 to hides dated June 18, 2008, among Targa Gas Magkeli€, a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencdéxiibit 4.1 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).

Supplemental Indenture dated April 27, 2010 to htdee dated June 18, 2008, among Targa MidstreamicBs Limitec
Partnership, a subsidiary of Targa Resources Raritie, Targa Resources Partners Finance Corpoyatienother Subsidia
Guarantors and U.S. Bank National Association (ipomated by reference to Exhibit 4.3 to Targa Resss Partners LE’
Quarterly Report on Form -Q filed May 6, 2010 (File No. 0(-33303)).

Supplemental Indenture dated April 27, 2010 to hidee dated June 18, 2008, among Targa Permiam IsBbsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhibf # Targa Resources Partners LP’s Quarterly RepoForm 109 filed May
6, 2010 (File No. 0C-33303)).

Supplemental Indenture dated April 27, 2010 to iidee dated June 18, 2008, among Targa Permiaastate LLC, a subsidic
of Targa Resources Partners LP, Targa ResourcésePaFinance Corporation, the other Subsidiaryré@ars and U.S. Ba
National Association (incorporated by referencdéxibit 4.7 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).

Supplemental Indenture dated April 27, 2010 to htdee dated June 18, 2008, among Targa Straddle IsBbsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhib@& # Targa Resources Partners LP’s Quarterly RepoForm 109 filed May
6, 2010 (File No. 0C-33303)).

Supplemental Indenture dated April 27, 2010 to hidee dated June 18, 2008, among Targa StraddleL@R a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referenc&xhibit 4.11 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).

Supplemental Indenture dated August 10, 2010 terihde dated June 18, 2008, among Targa MLP Caaitalbsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhilfit46 to Targa Resources Corp.’s Registration Stetémn Form SHA filed
November 12, 2010 (File No. 3-169277)).

Supplemental Indenture dated September 20, 20k@lemture dated June 18, 2008, among Targa Velsadmd Targa Versa
GP LLC, subsidiaries of Targa Resources PartnersTiadPga Resources Partners Finance Corporationpttier Subsidial
Guarantors and U.S. Bank National Association (ipocated by reference to Exhibit 4.3 to Targa Resesl Partners LE’
Quarterly Report on Form -Q filed November 5, 2010 (File No. C-33303)).
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Supplemental Indenture dated October 25, 2010deriture dated June 18, 2008, among Targa Capital Alsubsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEiiCorporation, the other Subsidiary GuarantodsS. Bank Nation
Association (incorporated by reference to Exhibh &b Targa Resources Partners LP’s Quarterly Repororm 109 filed
November 5, 2010 (File No. 0-33303)).

Supplemental Indenture dated April 8, 2011 to Indendated June 18, 2008, among Targa Terminals BLsTibsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhib& # Targa Resources Partners LP’s Quarterly RepoForm 109 filed May
6, 2011 (File No. 0C-33303)).

Supplemental Indenture dated October 28, 2011deriture dated June 18, 2008, among Targa Gas Bingéd C, Targa Sour
Terminal LLC and Sound Pipeline Company, LLC, sdiasies of Targa Resources Partners LP, Targa Reso®artners Finar
Corporation, the other Subsidiary Guarantors and. Bank National Association (incorporated by refiee to Exhibit 4.1 -
Targa Resources Partners's Quarterly Report on Form -Q filed November 7, 2011 (File No. C-33303)).

Supplemental Indenture dated April 20, 2012 to hidee dated June 18, 2008, among Targa Cogen LIsOpsidiary of Tarc
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhibit &b Targa Resources Partners LP’s Quarterly Repororm 109 filed
August 6, 2012 (File No. 0-33303)).

Purchase Agreement, dated June 30, 2009 among Rasgaurces Partners LP, Targa Resources Partmenscei Corporation, t
Guarantors named therein and Barclays Capital &screpresentative of the several initial purcteéacorporated by reference
Exhibit 10.1 to Targa Resources Partner’s Current Report on Forn-K filed July 6, 2009 (File No. 0(-33303)).

Indenture dated July 6, 2009, among Targa Resoladrers LP, Targa Resources Partners Financef@tign, the Guarantc
named therein and U.S. Bank National Associatiocdiiporated by reference to Exhibit 4.1 to Targadreces Partners L¥’
Current Report on Form-K filed July 6, 2009 (File No. 0(-33303)).

Registration Rights Agreement dated July 6, 208png Targa Resources Partners LP, Targa ResoBartisers Finan
Corporation, the Guarantors named therein andritialipurchasers named therein (incorporated lgreace to Exhibit 4.2
Targa Resources Partners’s Current Report on Forn-K filed July 6, 2009 (File No. 0(-33303)).

Supplemental Indenture dated September 24, 200@denture dated July 6, 2009, among Targa Downstr&P LLC,
subsidiary of Targa Resources Partners LP, TargauRees Partners Finance Corporation, the othesidiaby Guarantors ai
U.S. Bank National Association (incorporated byerehce to Exhibit 4.4 to Targa Resources PartnBfs Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200&demture dated July 6, 2009, among Targa DownstieR, a subsidiary
Targa Resources Partners LP, Targa Resources RaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referencé&xibit 4.6 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008demture dated July 6, 2009, among Targa LSNG G@, la subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencdéxiibit 4.8 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).
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Supplemental Indenture dated September 24, 2008lemture dated July 6, 2009, among Targa LSNGal8ybsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEiiCorporation, the other Subsidiary GuarantodsS. Bank Nation
Association (incorporated by reference to Exhibit04to Targa Resources Partners LP’s Quarterly RepoForm 10Q filed
November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 20D®iemture dated July 6, 2009, among Targa Spar@, Blsubsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhibit24to Targa Resources Partners LP’s Quarterly RepoForm 109 filed
November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008denture dated July 6, 2009, among Midstream B&gmpany LLC,
subsidiary of Targa Resources Partners LP, TargauRees Partners Finance Corporation, the othesidiaby Guarantors ai
U.S. Bank National Association (incorporated byerefhce to Exhibit 4.14 to Targa Resources Parliers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200®enture dated July 6, 2009, among Targa Retaittt LLC, a subsidial
of Targa Resources Partners LP, Targa ResourcésePafFinance Corporation, the other Subsidiaryr&uars and U.S. Ba
National Association (incorporated by referenc&xhibit 4.16 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008&enture dated July 6, 2009, among Targa NGL iipeCompany LLC,
subsidiary of Targa Resources Partners LP, Targ@dRees Partners Finance Corporation, the othesidiaby Guarantors al
U.S. Bank National Association (incorporated byerefce to Exhibit 4.18 to Targa Resources Partrers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated September 24, 200@denture dated July 6, 2009, among Targa TransdpdEt a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referenc&xhibit 4.20 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 200®iemture dated July 6, 2009, among TargaG@neration LLC, a subsidie
of Targa Resources Partners LP, Targa ResourcésePafFinance Corporation, the other Subsidiaryr&uars and U.S. Ba
National Association (incorporated by referenc&xhibit 4.22 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 200®lenture dated July 6, 2009, among Targa LiquiBsLGC, a subsidiary
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referenc&xhibit 4.24 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 9, 2009 (File No. 0-33303)).

Supplemental Indenture dated September 24, 2008denture dated July 6, 2009, among Targa Liquidsketing and Trade,
subsidiary of Targa Resources Partners LP, Targ@dRees Partners Finance Corporation, the othesidiaby Guarantors al
U.S. Bank National Association (incorporated byerefhce to Exhibit 4.26 to Targa Resources Parlers Quarterly Report ¢
Form 1(-Q filed November 9, 2009 (File No. C-33303)).

Supplemental Indenture dated April 27, 2010 to idee dated July 6, 2009, among Targa Gas Markéting, a subsidiary ¢
Targa Resources Partners LP, Targa Resources RBaRimance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencé&xibit 4.2 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).
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10.86 Supplemental Indenture dated April 27, 2010 to htdee dated July 6, 2009, among Targa MidstreanviGes Limitec
Partnership, a subsidiary of Targa Resources Raritie, Targa Resources Partners Finance Corpoyatienother Subsidia
Guarantors and U.S. Bank National Association (ipomated by reference to Exhibit 4.4 to Targa Resss Partners LE’
Quarterly Report on Form -Q filed May 6, 2010 (File No. 0(-33303)).

10.87 Supplemental Indenture dated April 27, 2010 to hidee dated July 6, 2009, among Targa Permian L$&ybaidiary of Tarc
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhib@ # Targa Resources Partners LP’s Quarterly RepoForm 109 filed May
6, 2010 (File No. 0C-33303)).

10.88 Supplemental Indenture dated April 27, 2010 to itdee dated July 6, 2009, among Targa Permiandtatie LLC, a subsidiary
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencdéxibit 4.8 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).

10.89 Supplemental Indenture dated April 27, 2010 to hidee dated July 6, 2009, among Targa StraddleaL&ybsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhiblid4to Targa Resources Partners LP’s Quarterly RepoForm 10Q filed May
6, 2010 (File No. 0C-33303)).

10.90 Supplemental Indenture dated April 27, 2010 to htdes dated July 6, 2009, among Targa Straddle G®, la subsidiary ¢
Targa Resources Partners LP, Targa Resources iRaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referenc&xhibit 4.12 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2010 (File No. 0(-33303)).

10.91 Supplemental Indenture dated August 10, 2010 teritde dated July 6, 2009, among Targa MLP Capitaljbsidiary of Tar¢
Resources Partners LP, Targa Resources PartnescEiiCorporation, the other Subsidiary GuarantodsS. Bank Nation
Association (incorporated by reference to Exhilfitéh to Targa Resources Corp.’s Registration Stetémn Form SHA filed
November 12, 2010 (File No. 3-169277)).

10.92 Supplemental Indenture dated September 20, 201tdemture dated July 6, 2009, among Targa Vers&land Targa Versa
GP LLC, subsidiaries of Targa Resources PartnersTidPga Resources Partners Finance Corporationpttier Subsidial
Guarantors and U.S. Bank National Association (ipocated by reference to Exhibit 4.4 to Targa Resesl Partners LE’
Quarterly Report on Form -Q filed November 5, 2010 (File No. C-33303)).

10.93 Supplemental Indenture dated October 25, 2010deriture dated July 6, 2009, among Targa Capital, ld_Subsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEiiCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhibit &b Targa Resources Partners LP’s Quarterly Repororm 109 filed
November 5, 2010 (File No. 0-33303)).

10.94 First Supplemental Indenture dated February 2, 201fhdenture dated July 6, 2009, among Targa ReselPartners LP, Tat
Resources Partners Finance Corporation, the Guasazd U.S. Bank National Association (incorpatdig reference to Exhil
4.3 to Targa Resources Partner¢s Current Report on Forn-K filed February 3, 2011 (File No. 0-33303)).

10.95 Supplemental Indenture dated April 8, 2011 to Indendated July 6, 2009, among Targa Terminals Ld Gubsidiary of Tar¢
Resources Partners LP, Targa Resources PartnemscEiiCorporation, the other Subsidiary GuarantodsS. Bank Nation
Association (incorporated by reference to Exhibf # Targa Resources Partners LP’s Quarterly RepoForm 109 filed May
6, 2011 (File No. 0C-33303)).
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10.98

10.99

10.100

10.101

10.102

10.103

10.104

10.105

10.106

Purchase Agreement dated August 10, 2010 amondstheers, the Guarantors and Banc of America SéeurltLC, a
representative of the several initial purchasersdfiporated by reference to Exhibit 10.1 to TargadRirces Partners LCurren
Report on Form-K filed August 16, 2010 (File No. 0-33303)).

Indenture dated August 13, 2010 among the Issueds the Guarantors and U.S. Bank National Associatas truste
(incorporated by reference to Exhibit 4.1 to TaRgsources Partners LP’s Current Report on Fothfiled August 16, 201
(File No. 00:-33303)).

Registration Rights Agreement dated August 13, 28h0ng the Issuers, the Guarantors and Banc of iden8ecurities LLC, ¢
representative of the several initial purchasersdfiporated by reference to Exhibit 4.2 to TargadReces Partners L Curren
Report on Form-K filed August 16, 2010 (File No. 0-33303)).

Supplemental Indenture dated September 20, 201@denture dated August 13, 2010, among Targa Versédl and Targ
Versado GP LLC, subsidiaries of Targa Resourcesn®ar LP, Targa Resources Partners Finance Coigorahe othe
Subsidiary Guarantors and U.S. Bank National Asdmoi (incorporated by reference to Exhibit 4.5Tayga Resources Partn
LP’s Quarterly Report on Form -Q filed November 5, 2010 (File No. C- 33303)).

Supplemental Indenture dated October 25, 2010derlture dated August 13, 2010, among Targa Cdpif@l a subsidiary ¢
Targa Resources Partners LP, Targa Resources RaRmance Corporation, the other Subsidiary Guaranand U.S. Bar
National Association (incorporated by referencdéxiibit 4.8 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed November 5, 2010 (File No. 0-33303)).

Supplemental Indenture dated April 8, 2011 to Indendated August 13, 2010, among Targa TerminhlfS, la subsidiary (
Targa Resources Partners LP, Targa Resources RBaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referencé&xibit 4.6 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2011 (File No. 0(-33303)).

Supplemental Indenture dated October 28, 2011 derture dated August 13, 2010, among Targa Gaessing LLC, Targ
Sound Terminal LLC and Sound Pipeline Company, L&tfihsidiaries of Targa Resources Partners LP, TRegaurces Partne
Finance Corporation, the other Subsidiary Guaranamd U.S. Bank National Association (incorporaigdeference to Exhit
4.2 to Targa Resources Partner¢s Quarterly Report on Form -Q filed November 7, 2011 (File No. C-33303)).

Supplemental Indenture dated April 20, 2012 to irtdee dated August 13, 2010, among Targa Cogen blLsubsidiary of Targ
Resources Partners LP, Targa Resources PartnemscEiiCorporation, the other Subsidiary GuarantodsS. Bank Nation
Association (incorporated by reference to ExhibR #b Targa Resources Partners LP’s Quarterly Repororm 109 filed
August 6, 2012 (File No. 0+-33303)).

Supplemental Indenture dated February 14, 2018deriture dated August 13, 2010, among Targa Basllah@, Targa Asse
LLC and Targa Fort Berthold Gathering LLC, subsigis of Targa Resources Partners LP, Targa Resoltasgners Finan
Corporation, the other Subsidiary Guarantors arfsl. Bank National Association (incorporated by refime to Exhibit 4.60
Targa Resources Partners’'s Annual Report on Form -K filed February 19, 2013 (File No. 0-33303)).

Purchase Agreement dated January 19, 2011 by aondgathe Issuers, the Guarantors and Deutsche Bealriies Inc., ¢
representative of the several Initial Purchasersofiporated by reference to Exhibit 1.2 to Targadreces Partners L Curren
Report on Form-K filed January 24, 2011 (File No. C-33303)).

Indenture dated February 2, 2011 among the IsstieesGuarantors and U.S. Bank National Associatas trustee there

(incorporated by reference to Exhibit 4.1 to TaRgsources Partners LP’s Current Report on Fotnfiled February 2, 201
(File No. 00:-33303)).
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10.108

10.109
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10.111

10.112

10.113

10.114

10.115

10.116

Registration Rights Agreement dated February 212&hong the Issuers, the Guarantors, Deutsche Bawkrities Inc., ¢
representative of the several initial purchasergl the Dealer Managers (incorporated by referenc&xhibit 4.2 to Targ
Resources Partners 's Current Report on Forn-K filed February 2, 2011 (File No. 0-33303)).

Supplemental Indenture dated April 8, 2011 to Indendated February 2, 2011, among Targa Terminald a subsidiary ¢
Targa Resources Partners LP, Targa Resources iRaRimance Corporation, the other Subsidiary Guaramand U.S. Bar
National Association (incorporated by referencé&xibit 4.7 to Targa Resources Partner’s Quarterly Report on Form 1Q-
filed May 6, 2011 (File No. 0(-33303)).

Supplemental Indenture dated October 28, 2011 derture dated February 2, 2011, among Targa Ga=$diog LLC, Tarc
Sound Terminal LLC and Sound Pipeline Company, L&tfihsidiaries of Targa Resources Partners LP, TRegaurces Partne
Finance Corporation, the other Subsidiary Guaranamd U.S. Bank National Association (incorporatgdeference to Exhik
4.3 to Targa Resources Partner¢s Quarterly Report on Form -Q filed November 7, 2011 (File No. C-33303)).

Supplemental Indenture dated April 20, 2012 to hides dated February 2, 2011, among Targa Cogen hlsDbsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to ExhibR # Targa Resources Partners LP’s Quarterly Repororm 109 filed
August 6, 2012 (File No. 0-33303)).

Supplemental Indenture dated February 14, 2018deriture dated February 2, 2011, among Targa BasllabhC, Targa Asse
LLC and Targa Fort Berthold Gathering LLC, subgidia of Targa Resources Partners LP, Targa Resoltadners Finan
Corporation, the other Subsidiary Guarantors arfsl. Bank National Association (incorporated by refime to Exhibit 4.66
Targa Resources Partners’'s Annual Report on Form -K filed February 19, 2013 (File No. 0-33303)).

PurchaseAgreement dated January 26, 2012 by and amongs$iets, the Guarantors, and Deutsche Bank Sesurite Merril
Lynch, Pierce, Fenner & Smith Incorporated, Barsl&apital Inc., Citigroup Global Markets Inc. an83R Securities Inc., .
representatives of the several initial purchasero(porated by reference to Exhibit 10.1 to TaRgsources Partners LSPCurren
Report on Form-K filed January 31, 2012 (File No. C-33303).

Indenture dated as of January 31, 2012 among TRegaurces Partners LP, Targa Resources PartnenscEitCorporation, tl
Guarantors named therein and U.S. Bank Nationabdaton (incorporated by reference to Exhibit 40l Targa Resourc
Partners L’s Current Report on Forn-K filed January 31, 2012 (File No. C-33303)).

Registration Rights Agreement dated as of Janudry2812 among Targa Resources Partners LP, TargauRes Partne
Finance Corporation, the Guarantors named therainttze initial purchasers named therein (incorgatdty reference to Exhil
4.2 to Targa Resources Partner¢s Current Report on Forn-K filed January 31, 2012 (File No. C-33303)).

Supplemental Indenture dated April 20, 2012 to hitdes dated January 31, 2012, among Targa Cogen &Is@bsidiary of Tar
Resources Partners LP, Targa Resources PartnemscEirCorporation, the other Subsidiary GuarantodsaS. Bank Nation
Association (incorporated by reference to Exhibit #o Targa Resources Partners LP’s Quarterly Repororm 109 filed
August 6, 2012 (File No. 0-33303)).

Supplemental Indenture dated February 14, 2018deriture dated January 31, 2012, among Targa BiglldnC, Targa Asse
LLC and Targa Fort Berthold Gathering LLC, subgidia of Targa Resources Partners LP, Targa Resoltadners Finan
Corporation, the other Subsidiary Guarantors arfd. Bank National Association (incorporated by refee to Exhibit 4.70
Targa Resources Partners's Annual Report on Form -K filed February 19, 2013 (File No. 0-33303)).
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10.119

10.120
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10.122

10.123

10.124

10.125

10.126

Purchase Agreement dated as of October 22, 201h@mnharga Resources Partners LP, Targa ResourcéseaFinanc
Corporation, the Guarantors named therein and Mégnch, Pierce, Fenner & Smith Incorporated, Behie Bank Securiti
Inc., Wells Fargo Securities, LLC, Barclays Capitad. and RBS Securities Inc., as representati¥éiseoseveral initial purchast
(incorporated by reference to Exhibit 10.1 to TaRgsources Partners LP’s Current Report on Foknfiged October 26, 201
(File No. 00:-33303)).

Indenture dated as of October 25, 2012 among TReg®murces Partners LP, Targa Resources PartnenscEitCorporation a
the Guarantors named therein and U.S. Bank Natideabciation, as trustee (incorporated by refer@ncExhibit 4.1 to Tarc
Resources Partners's Current Report on Forn-K filed October 26, 2012 (File No. 0-33303)).

Registration Rights Agreement dated as of Octolier2®12 among Targa Resources Partners LP, TargauRes Partne
Finance Corporation, the Guarantors and Merrill dtynPierce, Fenner & Smith Incorporated, DeutschekBSecurities Inc
Wells Fargo Securities, LLC, Barclays Capital laad RBS Securities Inc., as representatives ofévweral initial purchase
(incorporated by reference to Exhibit 4.2 to TaRgsources Partners LP’s Current Report on Folnfiied October 26, 201
(File No. 00:-33303)).

Supplemental Indenture dated February 14, 2018deriture dated October 25, 2012, among Targa BdsllabhC, Targa Asse
LLC and Targa Fort Berthold Gathering LLC, subgidia of Targa Resources Partners LP, Targa Resoltadners Finan
Corporation, the other Subsidiary Guarantors arfd. Bank National Association (incorporated by refee to Exhibit 4.73
Targa Resources Partners's Annual Report on Form -K filed February 19, 2013 (File No. 0-33303)).

Purchase Agreement dated as of December 4, 201@athe Issuers, the Guarantors and Merrill Lyndarde, Fenner & Smi
Incorporated, Deutsche Bank Securities Inc., WEHsgo Securities, LLC, Barclays Capital Inc. andSRBecurities Inc., .
representatives of the several initial purchasero(porated by reference to Exhibit 10.1 to TaRggources Partners lPCurren
Report on Form-K filed December 10, 2012 (File No. (-33303)).

Registration Rights Agreement dated as of December2012 among the Issuers, the Guarantors andilMgrnch, Pierce
Fenner & Smith Incorporated, Deutsche Bank Seesritnc., Wells Fargo Securities, LLC, Barclays @pinc. and RB
Securities Inc., as representatives of the seweit@l purchasers. (incorporated by reference xhikit 4.2 to Targa Resourc
Partners L’s Current Report on Forn-K filed December 10, 2012 (File No. (-33303)).

Contribution, Conveyance and Assumption Agreemdated February 14, 2007, by and among Targa Resoulrartners L
Targa Resources Operating LP, Targa Resources &R Targa Resources Operating GP LLC, Targa GP Trarga LP Inc
Targa Regulated Holdings LLC, Targa North TexasLGE and Targa North Texas LP (incorporated by mfiee to Exhibit 10,
to Targa Resources Partners’s Current Report on Forn-K filed February 16, 2007 (File No. 0-33303)).

Contribution, Conveyance and Assumption Agreemdated October 24, 2007, by and among Targa Resolragners LI
Targa Resources Holdings LP, Targa TX LLC, TargaPXLP, Targa LA LLC, Targa LA PS LP and Targa Ndréxas GP LL!
(incorporated by reference to Exhibit 10.4 to TaRgsources Partners LP’s Current Report on Fonfi®ed October 24, 20(
(File No. 00:-33303)).

Contribution, Conveyance and Assumption Agreemeéated September 24, 2009, by and among Targa ResoBRartners L
Targa GP Inc., Targa LP Inc., Targa Resources @pgraP and Targa North Texas GP LLC (incorporadigdeference to Exhik
10.1 to Targa Resources Partner’s Current Report on Forn-K filed September 24, 2009 (File No. (-33303)).

Contribution, Conveyance and Assumption Agreeméatted April 27, 2010, by and among Targa Resoupegters LP, Tar(
LP Inc., Targa Permian GP LLC, Targa Midstream liwd LLC, Targa Resources Operating LP, Targa Nbetkas GP LLC ar
Targa Resources Texas GP LLC (incorporated byenter to Exhibit 10.1 to Targa Resources Partnets CRrrent Report ¢
Form &K filed April 29, 2010 (File No. 0C-33303)).
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10.133+

10.134+

10.135+

10.136

21.1*

23.1*

31.1*

31.2*

32.1**

Contribution, Conveyance and Assumption Agreendgied August 25, 2010, by and among Targa ResoBasers LP, Tar
Versado Holdings LP and Targa North Texas GP Lin€diporated by reference to Exhibit 10.1 to Targadrirces Partners L’
Current Report on Form-K filed August 26, 2010 (File No. 0-33303)).

Contribution, Conveyance and Assumption Agreemeéated September 28, 2010, by and among Targa ResoBRartners L
Targa Versado Holdings LP and Targa North TexasLG@ (incorporated by reference to Exhibit 10.1 targda Resourc
Partners L’s Current Report on Forn-K filed October 4, 2010 (File No. 0-33303)).

Second Amended and Restated Omnibus Agreement] &atetember 24, 2009, by and among Targa Resotrasers LF
Targa Resources, Inc., Targa Resources LLC andaTRegources GP LLC (incorporated by reference tuli#x10.2 to Targ
Resources Partners's Current Report on Forn-K filed September 24, 2009 (file No. (-33303)).

First Amendment to Second Amended and Restated mmgreement, dated April 27, 2010, by and amoagd Resourc
Partners LP, Targa Resources, Inc., Targa Resout€@snd Targa Resources GP LLC (incorporated fsremce to Exhibit 10
to Targa Resources Partners’s Current Report on Forn-K filed April 29, 2010 (File No. 0C-33303)).

Form of Indemnification Agreement between TargadReses Investments Inc. and each of the directods adficers therec
(incorporated by reference to Exhibit 10.4 to TaRgsources Corp.’s Registration Statement on FothfASiled November ¢
2010 (File No. 33-169277)).

Targa Resources Partners LP Indemnification Agregiioe Barry R. Pearl dated February 14, 2007 (ipocated by reference
Exhibit 10.11 to Targa Resources Partner’'s Annual Report on Form -K filed April 2, 2007 (File No. 00-33303)).

Targa Resources Partners LP Indemnification Agreéfioe Robert B. Evans dated February 14, 2007o¢iparated by reference
Exhibit 10.12 to Targa Resources Partner’'s Annual Report on Form -K filed April 2, 2007 (File No. 00-33303)).

Targa Resources Partners LP Indemnification Agreénfer William D. Sullivan dated February 14, 200wcorporated b
reference to Exhibit 10.13 to Targa Resources BesthP’s Annual Report on Form 10-K filed April 2007 (File No. 001-
33303)).

Targa Resources Partners LP Indemnification Agregriee Ruth |. Dreessen (incorporated by referelocExhibit 10.44 to Tar¢
Resource Partners 's Annual Report on Form -K filed February 19, 2013 (File No. 0-33303)).

Amended and Restated Registration Rights Agreeneiel as of October 31, 2005 (incorporated by eefsr to Exhibit 10.1
Targa Resources Co’'s Registration Statement on Fori-1/A filed November 12, 2010 (File No. 3-169277)).

List of Subsidiaries of Targa Resources Ci

Consent of Independent Registered Public Accouring.

Certification of the Chief Executive Officer pursudo Rule 13-14(a)/15¢-14(a) of the Securities Exchange Act of 18
Certification of the Chief Financial Officer pursuao Rule 13-14(a)/15¢14(a) of the Securities Exchange Act of 1€

Certification of the Chief Executive Officer pursuiato 18 U.S.C. Section 1350, as adopted pursuar8ection 906 of tt
Sarbane-Oxley Act of 2002
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32.2** Certification of the Chief Financial Officer pursuato 18 U.S.C. Section 1350, as adopted pursuargection 906 of tt
Sarbane-Oxley Act of 2002

101.INS** XBRL Instance Documer

101.SCH** XBRL Taxonomy Extension Schema Docum

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Docutr
101.DEF** XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB** XBRL Taxonomy Extension Label Linkbase Docum
101.PRE** XBRL Taxonomy Extension Presentation Linkbase Doent
* Filed herewith

** Furnished herewith

*** Pyrsuant to Item 601(b)(2) of Regulationk§-the Company agrees to furnish supplementallpgy ©f any omitted exhibit or Schedule
the SEC upon request.

+ Management contract or compensatory plan or geraent
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned thereualp authorized.

Targa Resources Corp.
(Registrant’

Date: February 19, 2013 By: /s/ Matthew J. Melo
Matthew J. Meloy
Senior Vice President, Chief Financial
Officer and Treasure
(Principal Financial Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed byfdHowing persons on behalf of 1
registrant and in the capacities indicated on Falyr@9, 2013.

Signature Title (Position with Targa Resources Corp.

/s/ Joe Bob Perkin Chief Executive Officer and Direct

Joe Bob Perkin (Principal Executive Officer

/s/ Matthew J. Melo Senior Vice President, Chief Financial Officer dwdasure
Mathew J. Meloy (Principal Financial Officer

/s/ John R. Sparge Senior Vice President and Chief Accounting Offi

John R. Sparge (Principal Accounting Officer

/s/ Rene R. Joyc Executive Chairman of the Boa

Rene R. Joyc

/sl James W. Whal¢ Advisor to Chairman and CEO and Direc

James W. Whale

/sl Charles R. Cris| Director
Charles R. Cris

/s/ In Seon Hwan Director
In Seon Hwan

/sl Peter R. Kaga Director
Peter R. Kaga

/s/ Ershel C. Redd J Director
Ershel C. Redd J

/sl Chris Tong Director
Chris Tong
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MANAG EMENT’'S REPORT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

Management is responsible for establishing and taiaimg adequate internal control over financigharing. Our internal control ov
financial reporting is a process designed to pmevieasonable assurance regarding the reliabilifynahcial reporting and the preparatior
financial statements for external purposes in atmuoce with generally accepted accounting principles

Internal control over financial reporting cannobyide absolute assurance of achieving financiabmém objectives because of its inhe
limitations. Internal control over financial repog is a process that involves human diligence emaipliance and is subject to lapse
judgment and breakdowns resulting from human feguinternal control over financial reporting alsEn be circumvented by collusion
improper management override. Because of suchdiioits, there is a risk that material misstatemerdg not be prevented or detected
timely basis by internal control over financial ogfing. However, these inherent limitations are Wwnofeatures of the financial report
process. Therefore, it is possible to design intogrocess safeguards to reduce, though not eliepitias risk.

Management has used the framework set forth irrépert entitied “Internal Control—Integrated Franwel’ issued by the Committee
Sponsoring Organizations of the Treadway CommisgiBDS0") to evaluate the effectiveness of the internal @mver financial reportini
Based on that evaluation, management has concthdethe internal control over financial reportings effective as of December 31, 2012.

The business of Saddle Butte Pipeline, LLC that Plaetnership purchased on December 31, 2012 wdsadext from the scope of ¢
managemens assessment of the effectiveness of our inteorgtal over financial reporting as of December 3112. This business constitu
20.1% of our total assets as of December 31, 2012.

The effectiveness of our internal control over fioi@l reporting as of December 31, 2012 has bediegliby PricewaterhouseCoopers LLFP
independent registered public accounting firm,tased in their report which appears on page F-3.

/sl Joe Bob Perkins

Joe Bob Perkins

Chief Executive Officer
(Principal Executive Officer)

[s/ Matthew J. Meloy

Matthew J. Meloy

Senior Vice President, Chief Financial Officer dirdasurer
(Principal Financial Officer)
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R epo rt of Independent Registered Public Accountig Firm
To the Board of Directors and Stockholders of Targadreces Corp.

In our opinion, the accompanying consolidated hadasheets and the related consolidated statemeofemtions, of comprehensive incc
(loss), of changes in owners' equity and of casivdlpresent fairly, in all material respects, tinarficial position of Targa Resources Corp.
its subsidiaries (the "Company") at December 31,228nd 2011, and the results of their operatiomsthair cash flows for each of the th
years in the period ended December 31, Z in conformity with accounting principles generafigcepted in the United States of Amel
Also in our opinion, the Company maintained, in rathterial respects, effective internal control ofieancial reporting as of December
2012, based on criteria establishednternal Control - Integrated Frameworiksued by the Committee of Sponsoring Organizatafthe
Treadway Commission (COSO). The Company's manadgeima@asponsible for these financial statements,nfaintaining effective intern
control over financial reporting and for its assesat of the effectiveness of internal control o¥igancial reporting, included in t
accompanying Management's Report on Internal Cb@tver Financial Reporting. Our responsibility s éxpress opinions on these finan
statements and on the Company's internal conte fiwancial reporting based on our integrated udlVe conducted our audits in accord:
with the standards of the Public Company Accounthgrsight Board (United States). Those standagdsire that we plan and perform
audits to obtain reasonable assurance about whttbdinancial statements are free of material tatesnent and whether effective intel
control over financial reporting was maintainedaih material respects. Our audits of the finansi@tements included examining, on a
basis, evidence supporting the amounts and digessn the financial statements, assessing theuatiog principles used and signific
estimates made by management, and evaluating #ralbfinancial statement presentation. Our autlibternal control over financial reporti
included obtaining an understanding of internaltadrover financial reporting, assessing the risatta material weakness exists, and te
and evaluating the design and operating effectis®emé internal control based on the assessed@igk.audits also included performing s
other procedures as we considered necessary girthenstances. We believe that our audits provideaaonable basis for our opinions.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranagiregthe reliability of financi:
reporting and the preparation of financial stateimidor external purposes in accordance with gelyeealcepted accounting principles
companys internal control over financial reporting inclsdiose policies and procedures that (i) pertaithéomaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseo€dimpany; (ii) provide reasonable assur
that transactions are recorded as necessary toitpgraparation of financial statements in accoréamdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management
directors of the company; and (iii) provide readdaaassurance regarding prevention or timely dieteaif unauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @etaisstatements. Also, projections of
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

As described in Management's Report on Internaki@b@ver Financial Reporting, management has eedufrom its assessment of inte
control over financial reporting as of December 2012 the business of Saddle Butte Pipeline, LLGuaed in a purchase busin
combination as of December 31, 2012. We have alslué@ed the acquired business from our audit adrimdl control over financial reportir
The total assets of the acquired business reprégetito of the related consolidated financial staenamounts as of December 31, 2012.

/s/PricewaterhouseCoopers LLP

Houston, Texas
February 19, 2013
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TARGA RESOURCES CORP.
CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Trade receivables, net of allowances of $0.9 rmlbmd $2.4 millior
Inventories
Deferred income taxe
Assets from risk management activit
Other current assets
Total current assets
Property, plant and equipme
Accumulated depreciation
Property, plant and equipment, |
Long-term assets from risk management activi
Investment in unconsolidated affili
Other intangible assets, r
Other long-term assets
Total assets

LIABILITIES AND OWNERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilit
Deferred income taxe
Liabilities from risk management activities
Total current liabilities

Long-term debt

Long-term liabilities from risk management activiti
Deferred income taxe

Other lon¢-term liabilities

Commitments and contingencies (see Note

Owners' equity
Targa Resources Corp. stockholders' eq
Common stock ($0.001 par value, 300,000,000 steargmrized, 42,492,233 shares issued and
42,294,502 shares outstanding as of December 32, 20id 42,398,148 shares issued and outsta
as of December 31, 201
Preferred stock ($0.001 par value, 100,000,000esteuthorized, no shares issued and outstandiofig as
December 31, 2012 and December 31, 2!
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive income (I
Treasury stock, at cost (197,731 shares as of Deee@l, 2012 and no shares as of December 31, 2C
Total Targa Resources Corp. stockholders' ec
Noncontrolling interests in subsidiaries
Total owners' equity
Total liabilities and owners' equity

See notes to consolidated financial statements.
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December 31

2012 2011
(In millions)
76.2 $ 145.¢
514.¢ 575.1
99.4 92.2
- 0.1
29.: 41.C
13.£ 11.%
733.c 866.t
4,708.( 3,821.:
(1,170.0) (1,001.9)
3,538.( 2,819.!
5.1 10.¢
53.1 36.¢
680.¢ 1.4
94.7 95.¢
5105.( $ 3,831.(
679.C $ 700.(
0.2 -
7.4 41.1
686.¢ 741.1
2,475.1 1,567.(
4.8 15.¢
131.2 120.t
53.7 55.¢
184.¢ 229.t
(32.0) (70.0)
1.2 (1.9
(9.5) -
144.1 158.]
1,609. 1,172.¢
1,753. 1,330.°
5105.( $ 3,831.(
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TARGA RESOURCES CORP.
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31
2012 2011 2010

(In millions, except per share amounts

Revenue: $ 5885." $ 6,994.! $ 5,476.:
Costs and expense
Product purchase 4,879.( 6,039.( 4,695.!
Operating expenst 313.1 287.1 259.:
Depreciation and amortization expen 197.¢ 181.C 185.t
General and administrative expen 139.¢ 136.1 144.¢
Other operating (income) expense (See Note 19) 19.¢ 0.2 (4.7)
Income from operation 336.: 351.1 196.]
Other income (expense
Interest expense, n (120.9 (111.%) (110.9
Equity earning: 1.¢ 8.8 5.4
Loss on debt redemption (See Note (11.7 - (17.9
Gain (loss) on early debt extinguishment, net (Set 10) .7 - 12t
Loss on mar-ta-market derivative instrumen - (5.0 (0.9
Other (8.9 (1.2) 0.t
Income before income tax 196.2 242.( 85.¢
Income tax expens:
Current (27.9 (14.9) 10.€
Deferred (9.0 (12.9) (33.7)
(36.9) (26.€) (22.5)
Net income 159.: 215.¢ 63.%
Less: Net income attributable to noncontrollingnetsts 121.2 184.7 78.%
Net income (loss) available to Targa Resources ( 38.1 30.7 (15.0
Dividends on Series B preferred stc - - (9.5)
Dividends on common equivalents - - (177.9
Net income (loss) available to common sharehol $ 381 $ 30.7 $ (202.9)
Net income (loss) available per common sk- basic $ 0.9: $ 0.7t $ (30.99
Net income (loss) available per common st- diluted $ 091 $ 074 $ (30.99)
Weighted average shares outstanc- basic 41.C 41.C 6.5
Weighted average shares outstanc diluted 41.¢ 41.4 6.5

See notes to consolidated financial statements.
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TARGA RESOURCES CORP.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

Year Ended December 31
2012 2011 2010

Related Related Related
Pre- Income After Pre- Income After Pre- Income After
Tax Tax Tax Tax Tax Tax Tax Tax Tax

(In millions)
Net income
(loss)
attributable
to Targa
Resources
Corp. $ 38.1 $ 30.7 $ (5.0
Other
comprehens
income (loss
attributable
to Targa
Resources
Corp.
Commaodity
hedging
contracts
Change in
fair
value $ 11¢ 3 (4.4 75 $ 5.2) $ 2.1 3.1 % 37.¢ $ (14.3) 23.F
Settlement
reclassifi
to
revenue:! (9.0) 3.3 (5.7 1.C (0.4 0.6 (4.0 1.5 (2.5)
Interest rate
swaps;
Change in
fair
value - - (0.3 0.1 (0.2 (2.2) 1.3 (0.9
Settlement
reclassifi
to
interest
expense
net 1.3 (0.€) 0.7 1.
Other
comprehens
income (loss
attributable
to Targa
Resources
Corp. $ 42 $ (1.7) 25 $ (3.2 $ 1.3 (1.¢) $ 33t $ (12.6) 20.¢
Comprehensiv
income
attributable
to Targa
Resources
Corp. $ 40.€ $ 28.¢ $ 5.¢

(@8]

(0.5) 0.8 1. (1.1) 0.7

Net income
attributable
to
noncontrollin
interests $ 121.2 $ 184.% $ 78.Z

Other
comprehens
income (loss



attributable to
noncontrollin
interests
Commaodity
hedging
contracts
Change in
fair
value
Settlement
reclassifi
to
revenue:!
Interest rate
swaps:
Change in
fair
value
Settlement
reclassifi
to
interest
expense
net
Other
comprehens
income (loss
attributable
to
noncontrollin
interests
Comprehensiv
income
attributable
to
noncontrollin
interests

Total
comprehens
income

$  64¢ $ - 645 $ (289 $ - (289 $ 145 $ 14.¢
(37.0 - (37.0) 29.: - 29.: 4.7 4.7

- - - (4.0) - (4.0) (18.0) (18.0)

6.6 - 6.6 6. - 6.8 7.4 7.4

$  34F $ - 345 $ 3.7 $ - 37 8 (0.4 $ (0.4)
155.7 188. 77.¢

$  196. $ 217 83.€

See notes to consolidated financial statements.
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Balance,
December
31, 2009

Option
exercises

Compensatiol
equity
grants

Repurchase ¢
common
stock

Proceeds fron
sale of
limited
partner
interests in
the
Partnershiy

Impact of
Partnership
equity
transaction:

Tax impact of
equity
offerings

Dividends to
common
and
common
equivalents

Dividends on
Series B
preferred
stock

Contributions

Distributions

Series B
Preferred
conversior

Other
comprehen:
income
(loss)

Treasury
shares
retired

Net income
(loss)

Balance,
December
31, 2010

Compensatiol
on equity
grants

Sale of
Partnership
limited

TARGA RESOURCES CORP.

CONSOLIDATED STATEMENTS OF CHANGES IN OWNERS' EQUIT Y

Accumulated

Additional Other
Common Stock Paid in  Accumulated Comprehensive Treasury Shares  Noncontrolling
Shares  Amount Capital Deficit Income (Loss) Shares  Amount Interests Total
(In millions, except shares in thousands

3,91C $ $ 194 $ (85.9) $ (20.9) 97.C $ 05 $ 667.5 $§ 754.C
1,161 0.€ - - (69) 0.2 - 0.9
1,90¢ 13.¢ - - - - - 13.¢
- - - - 13 (0.7 - (0.7
- - - - - - 224.¢ 224.¢
- 258.¢ - - - - (258.9 -
- (79.€) - - - - - (79.€)
- (213.9 - - - - - (213.9
- (9.5 - - - - - (9.5
- - - - - - 317.¢ 317.¢
- - - - - - (136.9 (136.9
35,35¢ 79.¢ - - - - - 79.¢
- - - 20.¢ - - (0.9 20.t
(41 (0.2 - - (41) 0.2 - -
- - (15.0 - - - 78.% 63.5
42,29: $ $ 244t $ (100.9 $ 0.€ - 3 - $ 891.¢ $ 1,036..
10€ 14.2 - - - - 1.C 15.2



partner
interests
Impact of
Partnership
equity
transaction:
Dividends
Distributions
to owners
Other
comprehen:
income
(loss)
Net income
Balance,
December
31, 2011
Compensatiol
on equity
grants
Repurchase ¢
common
stock
Sale of
Partnership
limited
partner
interests
Impact of
Partnership
equity
transaction:
Dividends
Distributions
to owners
Other
comprehen
income
(loss)
Net income
Balance,
December
31, 2012

See notes to consolidated financial statements.
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. . . - - - 298.( 298.(
- 10.2 - - - - (10.9) :

- (39.5) - - - - (0.2) (39.6)

3 i , - - - (196.2) (196.7)

. . - (1.9) - - 3.7 1.8

a - 30.7 - - - 184.7 215.¢
42,39¢ $ $ 229°f $ (70.2) $ (1.2 - $ - $ 1,172.¢ $ 1,330.
95 15.2 - - - - 3.E 18.¢
(19¢) - - - 19¢ (9.5) - (9.5)
) i . - - - 493t 493.F

- 5.2 - - - - (5.2) .

- (64.2) - - - - (0.5) (64.9)

- (1.2) - - - - (210.9) (211.5)

3 . - 2 - - 34.F 37.C

. - 38.1 - - - 121. 159.2
42,29 $ $ 184.< % (32.0 $ 1.2 196 $ (95 $  1609. $ 1,753«
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TARGA RESOURCES CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31

2012 2011 2010
Cash flows from operating activities (In millions)
Net income $ 159.2 % 2152 $ 63.%
Adjustments to reconcile net income to net caskigem by operating activitie:
Amortization in interest expen: 18.2 13.C 9.4
Paic-in-kind interest expens - - 10.¢
Compensation on equity grat 17.5 15.2 13.2
Depreciation and amortization expel 197.¢ 181.C 174.5
Asset retirement obligations estimate cha - - 10.¢
Accretion of asset retirement obligatic 4.C 3.6 3.2
Deferred income tax expen 9.C 12.5 33.1
Equity earnings, net of distributiol - (0.9 -
Risk management activiti¢ 3.€ (21.2 29.¢
Payments of interest on Holdco loan faci - - (0.9)
Loss (gain) on sale or disposition of as: 15.€ 0.2 (2.5
Loss on debt redemptic 11.1 - 17.¢
Loss (gain) on early debt extinguishm 1.7 - (12.5)
Changes in operating assets and liabilit
Receivables and other ass 98.C (201.9 (119.9)
Inventory 6.C (41.7 (11.9
Accounts payable and other liabilities (113.9 102.€ (15.9)
Net cash provided by operating activities 428.2 379.: 205.2
Cash flows from investing activities
Outlays for property, plant and equipm: (582.%) (331.9 (139.9
Business acquisitions, net of cash acqu (996.9) (156.5) -
Investment in unconsolidated affilie (16.¢) (21.9 -
Return of capital from unconsolidated affilit 0.t - Bt
Other, net 4.5 0.2 4.7
Net cash used in investing activities (1,590.7) (509.9) (131.9
Cash flows from financing activities
Partnership loan facilitie:
Proceed: 2,595.( 2,112.( 1,593.:
Repayment: (1,690.7) (2,054.9) (1,057.()
Cash paid on note exchan - (27.7) -
Non-Partnership loan facilitie:
Proceed: 90.C - 495.(
Repayment (96.8) - (1,087.9)
Costs incurred in connection with financing arrangats (16.7) (6.2 (39.6
Distributions to owner (211 (196.9) (136.9
Proceeds from sale of common units of the Partife 493.t 298.( 224.¢
Dividends to common and common equivalent sharehs (62.2) (38.9) (210.)
Repurchase of common sta (9.5 - (0.7)
Excess tax benefit from stc-based award 1.2 - -
Partnership equity transactic - - 317.¢
Stock options exercise - - 0.¢
Dividends to preferred shareholders - - (238.0)
Net cash provided by financing activities 1,093.( 87.4 (137.9
Net change in cash and cash equival (69.5) (42.€ (64.0
Cash and cash equivalents, beginning of period 145.¢ 188.¢ 252.¢
Cash and cash equivalents, end of period $ 76.2 3 145.¢ $ 188.¢

See notes to consolidated financial statements.
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TARGA RESOURCES CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Except as noted within the context of each footdiselosure, the dollar amounts presented in thrikar data within these footnote disclost
are stated in millions of dollars.

Note 1 — Organ ization

Targa Resources Corp. (“TRCIi§ a Delaware corporation formed in October 20086r @ommon stock is listed on the New York St
Exchange under the symbol “TRGP.” In this Annualp®¢, unless the context requires otherwise, refae to “we,” “us,” “our,” ‘the
Company” or “Targa” are intended to mean our cadstéd business and operations, including our whmlned subsidiary TRI Resourt
Inc. (“TRI").

Note 2 — Basis of Prese ntation

These accompanying financial statements and retaiggs present our consolidated financial posiiisrof December 31, 2012 and 2011,
the results of operations, comprehensive incomsh) laws, and changes in owneegjuity for the years ended December 31, 2012, 20it
2010.

We have prepared our consolidated financial statésnie accordance with accounting principles gdheaccepted in the United States
America (“GAAP"). All significant intercompany balances and transaxgihave been eliminated. Certain amounts in péoiods have be:
reclassified to conform to the current year prestort.

One of our indirect subsidiaries is the sole gdngaaner of Targa Resources Partners LP (“theneeship”).Because we control the gent
partner of the Partnership, under generally acdeptzounting principles, we must reflect our owhgrsnterests in the Partnership o
consolidated basis. Accordingly, the Partnershifthancial results are included in our consolidafimancial statements even though
distribution or transfer of Partnership assetsinsitéd by the terms of the partnership agreemestwell as restrictive covenants in
Partnerships lending agreements. The limited partner interiestee Partnership not owned by controlling adfiéis of us are reflected in 1
results of operations as net income attributableaiocontrolling interests and in our balance sleggiity section as noncontrolling interest
subsidiaries. Throughout these footnotes, we madistanction where relevant between financial ressof the Partnership versus those
standalone parent and its non-partnership subwdiar

As of December 31, 2012, our interests in the Rastrip consist of the following:
« a 2% general partner interest, which we hold thinomgr 100% ownership interest in the general pahéhe Partnership;
« all Incentive Distribution Rights (“IDR"); and
« 12,945,659 common units of the Partnership, reptesea 12.7% limited partnership interest.
The Partnership is engaged in the business of gagheompressing, treating, processing and sefliatgyiral gas; storing, fractionating, treat

transporting and selling natural gas liquids (“NGEBhd NGL products; and storing and terminaling reipetroleum products and crude
See Note 23 for an analysis of our and the Patipssoperations by segment.
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Note 3 — Significant Accounting Policies
Consolidation Policy

Our consolidated financial statements include awgoants and those of our subsidiaries in which aeeha controlling interest. We hi
varying undivided interests in various gas procegé$acilities in which we are responsible for owogortionate share of the costs and expe
of the facilities. Our consolidated financial stants reflect our proportionate share of the regsnexpenses, assets and liabilities of 1
undivided interests.

We follow the equity method of accounting if our mevship interest is between 20% and 50% and wecisgesignificant influence over t
operating and financial policies of the investee.

Cash and Cash Equivalents

Cash and cash equivalents include all cash on hdemdand deposits, and investments with originalunitags of three months or less. '
consider cash equivalents to include shent, highly liquid investments that are readilyneertible to known amounts of cash and whick
subject to an insignificant risk of changes in ealu

Comprehensive Income

Comprehensive income includes net income and attraprehensive income (“OCI"hich includes unrealized gains and losses on ativi
instruments that are designated as hedges.

Allowance for Doubtful Accounts

Estimated losses on accounts receivable are pmb¥ideugh an allowance for doubtful accounts. laleating the adequacy of the allowal
we make judgments regarding each pargbility to make required payments, economic evant other factors. As the financial conditio
any party changes, circumstances develop or additioformation becomes available, adjustmentsntallowance for doubtful accounts n
be required.

Inventories

The Partnershig’ inventories consist primarily of NGL product imieries. Most NGL product inventories turn over iy, but som
inventory, primarily propane, is acquired and hdlgring the year to meet anticipated heating seasgnirements of the Partnerstsp’
customers. NGL product inventories are valued atldlver of cost or market using the average coshaak Inventories also include mater
and supplies required for the PartnershiBadlands expansion activities in North Dakotaictvtare valued at lower cost or market using
specific identification method.

Product Exchange:

Exchanges of NGL products are executed to satisfing and logistical needs of the exchange parti@tumes received and delivered ur
exchange agreements are recorded as inventohe lbtations of receipt and delivery are in différmarkets, a price differential may be bi
or owed. The price differential is recorded asagithccounts receivable or accrued liabilities.

Gas Processing Imbalances

Quantities of natural gas and/or NGLs over-delidece underdelivered related to certain gas plant operatidrsdhncing agreements
recorded monthly as inventory or as a payable uirgweighted average price at the time the imlz@lamas created. Inventory imbalar
receivable are valued at the lower of cost or maikgentory imbalances payable are valued at oegpieent cost. These imbalances are st
either by current cash-out settlements or by aigg$titure receipts or deliveries of natural gafNGLs.

Derivative Instruments

We employ derivative instruments to manage thetiityaof cash flows due to fluctuating energy @& and interest rates. All derival
instruments not qualifying for the normal purchasel normal sale exception are recorded on the talsineets at fair value. The treatmel
the periodic changes in fair value will depend drether the derivative is designated and effectiva hedge for accounting purposes. We
designated certain liquids marketing contracts the¢t the definition of a derivative as normal jpases and normal sales which, under G/
are not accounted for as derivatives.
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If a derivative qualifies for hedge accounting amdiesignated as a cash flow hedge, the effectiveop of the unrealized gain or loss on
derivative is deferred in Accumulated Other Compradive Income (“AOCI”), a component of owneegjuity, and reclassified to earnil
when the forecasted transaction occurs. Cash floams a derivative instrument designated as a hedgelassified in the same category a:
cash flows from the item being hedged. As suchingkide the cash flows from commodity derivativetmments in revenues and from inte
rate derivative instruments in interest expense.

If a derivative does not qualify as a hedge orasdesignated as a hedge, the gain or loss onettieative is recognized currently in earnir
The ultimate gain or loss on the derivative tratisacupon settlement is also recognized as a comgarf other income and expense.

We formally document all relationships between heglgnstruments and hedged items, as well as skrmanagement objectives and stra
for undertaking the hedge. This documentation hetuthe specific identification of the hedging instent and the hedged item, the natul
the risk being hedged and the manner in which #gagimg instrumens effectiveness will be assessed. At the incepifahe hedge, and on
ongoing basis, we assess whether the derivativezs inshedging transactions are highly effectivefiisetting changes in cash flows of hed
items.

The relationship between the hedging instrumentthachedged item must be highly effective in acimgvhe offset of changes in cash flc
attributable to the hedged risk both at the in@eptf the contract and on an ongoing basis. We onedsedge ineffectiveness on a quar
basis and reclassify any ineffective portion of tineealized gain or loss to earnings in the curpeniod.

We will discontinue hedge accounting on a prospedbiasis when a hedge instrument is terminate@ases to be highly effective. Gains
losses deferred in AOCI related to cash flow hedgesvhich hedge accounting has been discontineedain deferred until the forecas
transaction occurs. If it is no longer probablet thdnedged forecasted transaction will occur, detegains or losses on the hedging instru
are reclassified to earnings immediately.

For balance sheet classification purposes, we aaahge fair values of the derivative contracts aeal by deal basis.
Property, Plant and Equipmer

Property, plant and equipment are stated at a¢muisialue less accumulated depreciation. Depriecias computed using the straighte
method over the estimated useful lives of the asset

Expenditures for maintenance and repairs are egpeas incurred. Expenditures to refurbish asseit a@ktend the useful lives or prev
environmental contamination are capitalized andret@pted over the remaining useful life of the assemajor asset component. We
capitalize certain costs directly related to thestnuction of assets including internal labor costierest and engineering costs.

Our determination of the useful lives of propegiant and equipment requires us to make variousngssons, including the supply of ¢
demand for hydrocarbons in the markets served byssets, normal wear and tear of the facilitiad, the extent and frequency of mainteni
programs.

We capitalize certain costs directly related to doastruction of assets, including internal labosts, interest and engineering costs. L
disposition or retirement of property, plant andipqent, any gain or loss is recorded to operations

We evaluate the recoverability of our propertynpland equipment when events or circumstances asieitonomic obsolescence, the bus
climate, legal and other factors indicate we matyracover the carrying amount of the assets. Assetverability is measured by comparing
carrying value of the asset with the assetkpected future undiscounted cash flows. Thesle ffaw estimates require us to make projec
and assumptions for many years into the futurepfizcing, demand, competition, operating cost artteoffactors. If the carrying amo
exceeds the expected future undiscounted cash fi@ugcognize an impairment loss to write downdheying amount of the asset to its
value as determined by quoted market prices irvactiarkets or present value techniques if quotesinavailable. The determination of
fair value using present value techniques requiset make projections and assumptions regardegtbbability of a range of outcomes
the rates of interest used in the present valuultzdlons. Any changes we make to these projectimasassumptions could result in signific
revisions to our evaluation of recoverability ofrquoperty, plant and equipment and the recognitiban impairment loss in our consolide
statements of operations. Upon disposition orgatent of property, plant and equipment, any gailoss is recorded to operations.
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Asset Retirement Obligatior(* AROs”)

AROs are legal obligations associated with thergetent of tangible long-lived assets that resutrfrthe asset’ acquisition, constructic
development and/or normal operation. An ARO isiaflif measured at its estimated fair value. Updtiahrecognition of an ARO, we recc
an increase to the carrying amount of the relateddived asset and an offsetting ARO liability. Thensolidated cost of the asset and
capitalized asset retirement obligation is deptediaising the straight-line method over the pedodng which the londived asset is expect
to provide benefits. After the initial period of ARrecognition, the ARO will change as a resultidier the passage of time or revisions tc
original estimates of either the amounts of estaatash flows or their timing.

Changes due to the passage of time increase thgngaamount of the liability because there are deweriods remaining from the init
measurement date until the settlement date; thexetioe present values of the discounted futurtéesant amount increases. These change
recorded as a period cost called accretion expefisanges resulting from revisions to the timingtler amount of the original estimate
undiscounted cash flows shall be recognized ag@ease or a decrease in the carrying amount diathiéity for an asset retirement obligat
and the related asset retirement cost capitalizeplaa of the carrying amount of the related Itinge asset. Upon settlement, AROs will
extinguished by us at either the recorded amountemwill recognize a gain or loss on the differethetween the recorded amount anc
actual settlement cost. See Note 7.

Debt Issue Cost

Costs incurred in connection with the issuanceonfiterm debt are deferred and charged to interestnsepever the term of the related d
Gains or losses on debt repurchases, redemptiahdedot extinguishments include any associated urtamad debt issue costs.

Environmental Liabilities

Liabilities for loss contingencies, including eronimental remediation costs arising from claimsesssients, litigation, fines, and penalties
other sources are charged to expense when it impl® that a liability has been incurred and thewm of the assessment and/or remedi
can be reasonably estimated. See Note 17.

Income Taxes

We account for income taxes using the asset ahilitjamethod of accounting for deferred incomedsyand provide deferred income taxe:
all significant temporary differences.

As part of the process of preparing our consoldidiaancial statements, we are required to estinoate income taxes in each of
jurisdictions in which we operate. This processimes estimating our actual current tax payableratated tax expense together with asse
temporary differences resulting from differing traant of certain items, such as depreciation, for and accounting purposes. Tt
differences can result in deferred tax assetsiabdifies, which are included within our consolidd balance sheets.

We must then assess the likelihood that our defaae assets will be recovered from future taxafdeme and, to the extent we believe th
is more likely than not (a likelihood of more th&@%) that some portion or all of the deferred tagets will not be realized, we establit
valuation allowance. Any change in the valuatidove&nce would impact our income tax provision aetlincome in the period in which st
a determination is made. We consider all availabdliglence, both positive and negative, to determwhether, based on the weight of
evidence, a valuation allowance is needed. Evidesed includes information about our current finahgosition and our results of operati
for the current and preceding years, as well ascaiftently available information about future yeamscluding our anticipated futu
performance, the reversal of deferred tax liab#itand tax planning strategies.
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We believe future sources of taxable income, réngremporary differences and other tax plannimategies will be sufficient to realize as
for which no reserve has been established.

Noncontrolling Interests

Third-party ownership in the net assets of our cons@itiaubsidiaries is shown as noncontrolling intsregthin the equity section of t
balance sheet. In the statements of operationgomtrolling interests reflects the allocation ofréags to thirdparty investors, which for tl
Partnership gives effect to the incentive distiitnutrights declared for each period. We accountlierdifference between the carrying am
of our investment in the Partnership and the umgieyl book value arising from issuance of commontauty the Partnership, where
maintain control, as an equity transaction. If Bagtnership issues common units at a price diffefem our carrying value per unit, we acce
for the premium or deficiency as an adjustmentatiol{in capital.

Revenue Recoghnitio
Our operating revenues are primarily derived frbmn following activities:
* sales of natural gas, NGLs, condensate, crudendipatroleum product:
* services related to compressing, gathering, treaéind processing of natural gas;
* services related to NGL fractionation, terminalanyd storage, transportation and treat

We recognize revenues when all of the followingecia are met: (1) persuasive evidence of an exgghanrangement exists, if applicable,
delivery has occurred or services have been redd¥the price is fixed or determinable and @ljectability is reasonably assured.

For natural gas processing activities, we receitreeefees or a percentage of commaodities as payfoethese services, depending on the
of contract. Under fee-based contracts, we receifee based on throughput volumes. Under perceptemfeeds contracts, we receive eithe
agreed upon percentage of the actual proceedsvéhetceive from our sales of the residue naturalagel NGLs or an agreed upon percer
based on index related prices for the natural gdsNGLs. Percent-of-value and percentigtids contracts are variations on this arrangetr
Under keepwhole contracts, we retain the NGLs extracted atdrn the processed natural gas or value of theralagas to the producer.
significant portion of our Straddle plant procegsaontracts are hybrid contracts under which getiles are made on a percentiqftids basi
or a fee basis, depending on market conditionsufdhgjas or NGLs that we receive for services aclpase for resale are in turn sold
recognized in accordance with the criteria outlinbdve.

We generally report sales revenues gross in ousatiiated statements of operations as we typicadtyas the principal in the transacti
where we receive commodities, take title to theuratgas and NGLs, and incur the risks and rewafdewnership. However, bugell
transactions with the same counterparty are reg@nea net basis.

Share-Based Compensation

We award share-based compensation to employeestais and nomanagement directors in the form of restrictedlststock options ar
performance unit awards. Compensation expensestricted common units and performance unit awands qualify as equity arrangeme
are measured by the fair value of the award asrdeted by the market at the date of grant. Compersaxpense on performance unit aw.
that qualify as liability arrangements is initialtgeasured by the fair value of the award at the daigrant, and reseasured subsequently
each reporting date through the settlement pefiathpensation expense is recognized in general éméhestrative expense over the requi
service period of each award. See Note 22.
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Earnings per Share

We account for earnings per share (EPS) in accosdaith ASC 260 -Earnings per Share. Diluted EPS reflects the piatlediitution that coul
occur if securities or other contracts to issue mmm stock were exercised or converted into comntooksor resulted in the issuance
common stock so long as it does not have andilntive effect on EPS. The dilutive effect is deténed through the application of the trea:
method. Securities that meet the definition of dipi@ating security are required to be considefi@dinclusion in the computation of ba
earnings per unit. Prior to the conversion of tleei€s B Preferred Stock on December 10, 2010, wed tlse twoelass method of allocati
earnings between our common and preferred clas®ok outstanding for the purposes of presentinigneeme per share.

Use of Estimates

When preparing financial statements in conformitthvaccounting principles generally accepted inltimiited States of America, managen
must make estimates and assumptions based on mfomavailable at the time. These estimates asdnagtions affect the reported amot
of assets, liabilities, revenues and expensesgisiwithe disclosures of contingent assets abditias as of the date of the financial statem
Estimates and judgments are based on informatiaifedie at the time such estimates and judgmeetsnade. Adjustments made with res
to the use of these estimates and judgments aftaterto information not previously available. Urtaities with respect to such estimates
judgments are inherent in the preparation of fif@nstatements. Estimates and judgments are useaimiong other things, (1) estimat
unbilled revenues, product purchases and operaitirttygeneral and administrative costs, (2) devetpfiair value assumptions, includ
estimates of future cash flows and discount rg8sanalyzing londived assets for possible impairment, (4) estintathre useful lives of ass
and (5) determining amounts to accrue for continges) guarantees and indemnifications. Actual testierefore, could differ materially frc
estimated amounts.

Recent Accounting Pronouncemen

In December 2011, the FASB issued Accounting Statsddpdate No. 2011-1Balance Sheet (Topic 210): Disclosures about QifgeAsset
and Liabilities. The amendment, required to be applied for annymdrting periods beginning on or after January 1,2@&nd interim periot
within those annual periods, requires an entitgiszlose information about offsetting assets aaklilities and related netting arrangement
January 2013, the FASB also issued Accounting StalsdUpdate No. 2013-0Balance Sheet (Topic 210): Clarifying the ScopPistlosure
about Offsetting Assets and Liabilitieghich clarifies that ASU 20114 applies to financial instruments or derivatikansactions accounted
under ASC 815. The amendments require disclosorpeesent both gross and net amounts of derivasgets and liabilities that are subje:
master netting arrangements with counterparties.cWeently present our derivative assets and ligdsl gross on our statement of finan
position. We will provide additional disclosuregaeding the gross and net amounts of derivativetassd liabilities beginning with report
periods in 2013 in accordance with these amendments

Accounting Standards Update No. 2011-B4ir Value Measurements (Topic 820): Amendmensctieve Common Fair Value Measuren
and Disclosure Requirements in U.S. GAAP and IFR@s implemented in 2012. Note 13 includes aduftiaisclosures regarding the
value and fair value hierarchy classification efaincial instruments reported at carrying valueuin@onsolidated Balance Sheets. Addition
we have provided information regarding the unobsieler inputs used in the fair value measurementeaf/dtive contracts classified witt
Level 3 of the fair value hierarchy. Transfers amtevels of the fair value hierarchy are deemedcttur at the end of the reporting period.

Accounting Standards Update No. 2011-@ammprehensive Income (Topic 220): Presentation @fh@ehensive Incomeas retroactivel
adopted during 2012. We now display in the Constéid Statements of Comprehensive Income (Losdptheffect, if any, of each compon
of other comprehensive income.

In February 2013, the FASB issued Accounting Stedsl&dJpdate No. 2013-Z,omprehensive Income (Topic 220): Reporting of At
Reclassified Out of Accumulated Other Comprehenisiszeme. The amendment, required to be applied prospdgtiee reporting period
beginning after December 15, 2012, requires estttiepresent, either on the face of the stateméetewnet income is presented or in the n
significant amounts reclassified out of accumulatéiter comprehensive income by the respectiveitara of net income. Early adoptior
permitted. Our financial statement presentationas with this standards update.
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Note 4 —Business A cquisition s
2011 Acquisitions

In March 2011, the Partnership acquired a refingtogteum products and crude oil storage and tedmppdacility in Channelview, Texas
Carpenter's Bayou along the Houston Ship Chanhel"€hannelview Terminal") for $29.0 million. Thén&nelview Terminal, with stora
capacity of 544,000 barrels, can handle multipkdgs of blend stocks, petroleum products and coildend has potential for expansion
well as integration with the Partnership’s otheagistics operations.

In September 2011, the Partnership acquired twoa@fpetroleum products and crude oil storage amdihaling facilities. The facility on tl
Hylebos Waterway in the Port of Tacoma, Washindtas 758,000 barrels of capacity and handles refietleum products, crude oil, LF
and biofuels, including ethanol and biodiesel. Téality on the Patapsco River in Baltimore, Marnydbhas approximately 505,000 barrel
storage capacity. Both terminals contain blending laeating capabilities, and have tanker trucklzarge loading and unloading infrastruct
Total cash consideration including working capitalboth facilities was $135 million.

2012 Acquisition
Badlands

On December 31, 2012, the Partnership complete@dahaisition of Saddle Butte Pipeline, LLsCownership of its Williston Basin crude
pipeline and terminal system and its natural gakegang and processing operations (collectivelydBads”),for cash consideration of $97:
million, subject to customary purchase price adestts and a contingent payment.

The acquired business is located in the WillistasiB of the Bakken Shale Play in the McKenzie, Dand Mountrail counties of Noi
Dakota and includes approximately 155 miles of erail pipelines. The business has combined cruidepeiational storage capacity of 70,
barrels, including the Johnsons Corner Terminah#0,000 barrels of storage capacity (expanding@®O00 barrels) and the Alexan
Terminal with storage capacity of 30,000 barrelsthwa combined estimated throughput of 32,000 kerper day. It also includ
approximately 95 miles of natural gas gatheringfiies and a 20 MMcf/d natural gas processing phdifit an expansion underway to incre
capacity to 40 MMcf/d. The operations are backegimducer dedications under lotgrm contracts that include approximately 260,00@s
of crude oil production and over 100,000 acres atural gas production. The Badlands acquisitionaagp the Partnership’portfolio o
midstream assets, extends its footprint to the BakBhale / Three Forks play and diversifies itsifass with the addition of crude
gathering. The Badlands financial results will beliuded in the Partnership’s Field Gathering armt@ssing business segment.

Pursuant to the Membership Interest Purchase ated Raeement, the acquisition is subject to a camyent payment of $50 million (t
“contingent consideration”)f aggregate crude oil gathering volumes exceedaresstipulated monthly thresholds during the perfoom
January 2013 through June 2014. If the thresholbtsattained during the contingency period, nonpayt is owed. Accounting stands
require that the contingent consideration be resbiat fair value at the date of acquisition andilgsd at subsequent reporting dates unde
acquisition method of accounting. At December 3,2 the Partnership recorded a $15.3 million aatfiability representing the fair value
this contingent consideration, determined by a abilty based model measuring the likelihood of timee certain volumetric measu
identified in the Membership Interest Purchase &alé Agreement. Future changes in the fair valu@isfaccrued liability must be includec
earnings.
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The following table summarizes the consideratioid jar the Badlands acquisition and the prelimindeyermination of the assets and liabili
acquired at the December 31, 2012 acquisition date.

Cash $ 975.¢
Contingent consideration 15.2
Total consideration $ 991.!
Assets acquired and liabilities assumed Amount
Financial assel $ 35.4
Inventory 16.2
Property, plant and equipme 295.:
Intangible asset $ 679.¢
Financial liabilities (35.9)
Net tangible and intangible assets acquired $ 991.]

Intangible assets consist of customer contracts ratationships acquired in the Badlands acquisitidsing relevant information a
assumptions, the fair value of acquired identigaibtangible assets at the date of acquisition, dedsrmined. Fair value is generally calcul
as the present value of estimated future cash flel@g assumptions include probability of contragigler negotiation, renewals of exist
contracts, economic incentives to retain custompast and future volumes, current and future caépafi the gathering system, prici
volatility and the discount rate. During 2013, t&rtnership will determine the amortization methadd estimate useful lives for the Badle
intangible assets.

Pro Forma Result

As the Badlands acquisition was completed on Deeerh, 2012, there were no results of operatiomiatable to this acquisition for 20:
The Partnership incurred $6.1 million of acquisitielated costs associated with the Badlands acimuisjincluded in Other expense in
consolidated statement of operations). The follgwimaudited pro forma consolidated results of dpmra for the years ended 2012 and -
are presented as if the Badlands acquisition had bempleted on January 1, 2011.

2012 2011
( In millions except per share
amounts)
Revenue! $ 5928t $ 7,012.¢
Net income 134.t 179.¢
Less: Net income attributable to noncontrollingnetsts 90.1 140.1
Net income attributable to Targa Resources C $ 444 $ 39.7
Net income per common she- Basic $ 1.0 $ 0.97
Net income per common sheé- Diluted $ 1.06 $ 0.9¢

The pro forma consolidated results of operatioetuthe adjustments to include the reported restlesquired company for 2012 and 2011
adjusted to:

« exclude the financial results of assets retainethbyseller;
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« report revenues from the purchase and sale of coildmventory with the same counterparty on a hasis to conform to o

accounting policy

« include the incremental depreciation and amortiraxpenses associated with the fair value adjugsni® property, plant a
equipment and definite-lived intangibles as a tesfilapplying the acquisition method of account{agsumed straighine methos

over useful lives of 30 years for plant, propenty quipment and 30 years for intangible ass

« include the financing costs associated with thetrieeship’s debt offering and borrowings under tlatferships Senior Securt

Credit Facility used to fund a portion of the aifinn;

« adjust the attribution of net income to nonconingilinterests to give effect to the pro forma atipents on the Partnershiphe

income;
« include the income tax effect for us; and

« excludes $6.1 million of acquisition costs incurne@012 that were directly related to the transect

The pro forma information is not necessarily intlica of the results of operations that would hageuwred had the transactions been ma

the beginning of the periods presented or the éutesults of the combined operations.
Note 5 — Inve ntory
The components of inventory consisted of the foilayy

December 31, 201 December 31, 201

Natural gas liquid: $ 82: % 91t
Materials and supplies 17.1 0.7
$ 99.£ $ 92.2

Note 6 — Property, Plant and E quipment

December 31, 2012 December 31, 2011
Targa Targa Estimated
Targa TRC Resources Targa TRC Resources Useful
Resources Non- Corp. Resources Non- Corp. Lives
Partners LP  Partnership  Consolidatec Partners LP ~ Partnership  Consolidated (In Years)
Gathering systen $ 1,896.¢ $ - $ 1,896.¢ $ 1,740.¢ $ - $ 1,740.¢ 5t020 (1)
Processing and
fractionation
facilities 1,152.: 6.€ 1,158.¢ 1,062." 6.€ 1,069.: 5to 25
Terminaling and
storage facilitie: 640.: - 640.: 380. - 380.7 5t025 (1)
Transportation asse 292.F - 292.t 281.2 - 281.2 10 to 25
Other property, plant
and equipmer 84.2 0.2 84.2 54.¢ 24.C 78.€ 3to 25
Land 87.1 - 87.1 71.2 - 71.2 -
Construction in
progress 548.1 - 548.1 195.¢ 3.6 199.2 -
$ 4,701 $ 6.6 $ 4,708.( $ 3,786.¢ $ 342 $ 3,821.:

(1) The useful lives of the Badlands assets acquireDexember 31, 2012 will be determined in 2013 injaaction with our finalization «

the preliminary fair value acquisition accounti

Capitalized interest was $13.6 million, $3.4 mitliand $1.3 million in 2012, 2011 and 2010.
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Note 7 — Asset Retirement Obl igation s
Our asset retirement obligations primarily relateértain of the Partnershipgas gathering pipelines and processing facilities are include

in our consolidated balance sheets as a compohether longterm liabilities. The changes in our aggregate tast#ement obligations are
follows:

2012 2011 2010
Beginning of perioc $ 42 % 37t $ 34.1
Change in cash flow estime (1.0 1.2 0.2
Accretion expense 4.C 3.€ 3.2
End of period $ 45.2 3 42.2 $ 37.t

Note 8 — Investment in Unconsolidated Aff iliate

At December 31, 2012, 2011 and 2010, the Partn@sshinconsolidated investment consisted of a 38.8%ecship interest in Gulf Cos
Fractionators LP (“GCF").

The following table shows the activity related tor mvestment in an unconsolidated affiliate fog ffrears indicated:

2012 2011 2010
Equity earning: $ 1¢ $ 8.8 $ 5.4
Cash distributions (1 2.3 8.4 8.7
Cash calls for expansion proje: 16.¢ 21.2 -

(1) Pursuant to the Purchase and Sale Agreement faotheeyance of the Downstream Business to the &attip, we were entitled to rece
GCEF distributions of $2.3 million in 201

Note 9 — Accounts Payable and Accrued Lia bilities
The components of accounts payable and accruettigsbconsisted of the following:

December 31, 201 December 31, 201

Commodities $ 416 $ 515.%
Other goods and servic 154.¢ 88.2
Interest 39.5 324
Compensation and benef 40.7 46.1
Other 27.€ 18.C

$ 679.C $ 700.(
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Note 10 — Debt Obl igation s

2012 2011
Long-term debt:
Non-Partnership obligation:
TRC Holdco loan facility, variable rate, due Felsgua015 $ - % 89.:
TRC Senior secured revolving credit facility, véfarate, due October 2017 | 82.C -
Obligations of the Partnership: (
Senior secured revolving credit facility, variabdée, due October 2017 ( 620.( 498.(
Senior unsecured notes, 8¥4% fixed rate, due Julg - 209.1
Senior unsecured notes, 11%% fixed rate, due iy 721 72
Unamortized discour (2.5 (2.9
Senior unsecured notes$z% fixed rate, due October 20 250.( 250.(
Senior unsecured note$s% fixed rate, due February 20 483.¢ 483.¢
Unamortized discour (30.5 (32.9)
Senior unsecured notess% fixed rate, due August 20: 400.( -
Senior unsecured notes, 5%% fixed rate, due Mag 202 600.( -
Total long-term debt $ 2,475.. $ 1,567.(
Irrevocable standby letters of credit:
Letters of credit outstanding under TRC Senior sstteredit facility (1) $ - $ >
Letters of credit outstanding under the Partnershipor secured revolving credit facility (3) 45.2 92.t
$ 45. $ 92.

(1) As of December 31, 2012, $68.0 million of T's $150.0 million credit facility was availab

(2) While we consolidate the debt of the Partnershipun financial statements, we do not have the abbg to make interest payments
debt payments with respect to the debt of the Bestrip.

(3) As of December 31, 2012, availability under thetfenshif's $1.2 billion senior secured revolving credit fiacivas $534.7 million

The following table shows contractually scheduleaturities of our and the Partnerstsiglebt obligations outstanding at December 31, 26¢
the next five years, and in total thereafter:

Scheduled Maturities of Debt

Total 2013- 2016 2017 After 2017
TRC Senior secured credit facili $ 82.C $ - $ 82.C $ =
Partnership's Senior secured credit fac 620.( - 620.( -
Partnership's Senior unsecured notes 1,806.: - 721 1,733.¢
Total $ 2,508.. $ - $ 7747 $ 1,733.¢

The following table shows the range of interestsand weighted average interest rate incurreduomrmd the Partnership’s varialbylete dek
obligations during the year ended December 31, 2012

Weighted Average
Range of Interes Interest Rate
Rates Incurred Incurred
TRC Senior secured revolving credit facil 3.0%- 5.(% 3.1%
TRC Holdco loan facility 3.2%- 3.2% 3.2%
Partnership's Senior secured revolving credit itsc 1.9%- 4.5% 2.5%

Compliance with Debt Covenants

As of December 31, 2012, both we and the Partrershie in compliance with the covenants contaimenbir various debt agreements.
TRC Credit Agreement

In January 2010 TRI entered into a Senior SecumedliCAgreement providing senior secured finanah@600 million, consisting of a $5
million Senior Secured Term Loan due October 2ah2 (term loan”)and a $100 million Senior Secured Revolving Créditility due Jul

2014 (the “credit facility”).Concurrent with the execution of the credit agree#inm€RI borrowed $500 million on the term loan faginet of ¢
$5 million discount. There was no initial funding the revolving credit line. The proceeds fromtiren loan were used to:
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. complete the cash tender offer and consent sdilait&or all $250 million of TRI's outstanding 8%msior notes due 2013;
« repay the outstanding balance of $62.2 million &3 existing term loan;

« purchase $164.2 million in face value of the Holtlmies for $131.4 million; and

« fund working capital and pay fees and expensesruhdecredit agreement.

In 2010, TRI incurred a loss on debt repurchasekl@f4 million comprising $10.9 million of premiurpsid and $6.5 million from the write-
off of the debt issue costs related to the repuwehaf TRIs 8% senior notes, discussed above. The premiuidsagse included as a ce
outflow from a financing activity in the StatemeritCash Flows.

In 2010, our term loan facility was paid in fulldaithe available capacity of the credit facility wasluced to $75.0 million. The entire amour
our credit facility was available for letters ofdit and includes a limited capacity for borrowirags sameday notice referred to as swing |
loans. We wrote-off $21.5 million deferred debuisosts associated with the term loan facility mvtiee term loan was paid in full.

In October 2012, we entered into a Credit Agreentieait replaced our existing variable rate SeniauBsd Revolving Credit Facility due J
2014 with a new variable rate Senior Secured Creatiflity due October 3, 2017 (the “TRC Revolveifhe TRC Revolver increases availe
commitments to $150.0 million from $75.0 millionljaavs us to request up to an additional $100.0iamllin commitment increases ¢
includes a $30.0 million swing line sdigeility. Outstanding letters of credit and relatmdstanding reimbursement obligations may not ee
$50.0 million in the aggregate.

We incurred a charge of $0.2 million related toaatipl write-off of debt issue costs associated with the pres/inedit facility as a result o
change in syndicate members under the new TRC Ravdlhe remaining deferred debt issue costs ahatigthe issue costs associated
the October 2012 amendment are amortized on @lstrime basis over the life of the TRC Revolver.

The TRC Revolver bears interest, at our optiomitlier (a) a base rate equal to the highest optime rate of Deutsche Bank Trust Comg
Americas, the administrative agent, the federad$urate plus 0.5% and the om®nth LIBOR rate plus 1.0%, plus an applicable rim
ranging from 1.75% to 2.5% (dependent upon the Gmyp consolidated leverage ratio), or (b) LIBOR plasagplicable margin ranging frc
2.75% to 3.5% (dependent upon the Company’s calwtelil leverage ratio).

We are required to pay a commitment fee ranginghf375% to 0.5% (dependent upon the Commanghsolidated leverage ratio) on
daily average unused portion of the TRC Revolveatdifionally, issued and undrawn letters of cre@diibinterest at an applicable rate f
2.75% to 3.5% (dependent upon the Company’s catedelil leverage ratio).

The TRC Revolver is secured by substantially aihef Companys assets. The TRC Revolver requires us to maiataionsolidated levera
ratio (the ratio of consolidated funded indebtedrtesconsolidated adjusted EBITDA) of no more tha0 to 1.00. The TRC Revolver restr
our ability to make dividends to shareholders if,aopro forma basis after giving effect to suchdbnd, (a) any default or event of default
occurred and is continuing or (b) our consoliddéaserage ratio exceeds 4.00 to 1.00. In additioe, TRC Revolver includes various coven
that may limit, among other things, our abilityit@ur indebtedness, grant liens, make investmeepgay or amend the terms of certain c
indebtedness, merge or consolidate, sell assetgragage in transactions with affiliates.

TRC Holdco Loan Facility
In August 2007, we borrowed $450 million under THRC Holdco loan facility (“Holdco debt”).

The following subsidiary repurchases of Holdco débie been recognized in the accompanying consetidéinancial statements
extinguishments of debt:
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« In 2010, TRI and another whollywned subsidiary paid $269.3 million to extingui$B06.1 million of outstanding borrowir
(including accrued interest of $23.1 million), rkgy in a pretax gain of $36.8 million. In additipwe wroteeff $2.0 million o
associated unamortized deferred debt issue ¢

e In 2012, using proceeds from our TRC Revolver, veéd (588.8 million to extinguish the remaining $8%8llion outstandin
borrowings of Holdco debt, resulting in a pretaxngaf $0.5 million. In addition, we wroteff $0.3 million of associated unamorti:
deferred debt issue cos

The Partnership’s Revolving Credit Agreement

In July 2010, the Partnership entered into an Amdnaind Restated Credit Agreement that replacedPénmerships existing variable ra
Senior Secured Credit Facility due February 201thvei new variable rate Revolver due July 2015. Aneended and Restated Cre
Agreement increased available commitments to $illiorb from $958.5 million and allowed the Partnieifs to request increases
commitments up to an additional $300 million.

The Partnership incurred a charge of $0.8 millielated to a partial writeff of debt issue costs associated with this Amenaied Restate
Credit Agreement related to a change in syndicambers. The remaining balance in debt issue cds#4.@ million was amortized over {
life of the Amended and Restated Credit Agreement.

In October 2012, the Partnership entered into @®k@&mended and Restated Credit Agreement that dsnend replaces the Partnership’
existing variable rate Senior Secured Credit Rgcdue July 2015 (the “Previous Revolvetd) provide a variable rate Senior Secured C
Facility due October 3, 2017 (the “TRP RevolveiThe TRP Revolver increases available commitment&lt@ billion from $1.1 billion ar
allows the Partnership to request up to an additi$800.0 million in commitment increases.

The Partnership incurred a $1.7 million loss relatea partial writesff of debt issue costs associated with the Pres/Revolver as a result o
change in syndicate members under the new TRP Ravdihe remaining deferred debt issue costs aldtigthe issue costs associated 1
the October 2012 amendment are amortized on @lstsiane basis over the life of the TRP Revolver.

The TRP Revolver bears interest, at the Partnérslojption, either at the base rate or the Eurodaddie. The base rate is equal to the hig
of: (i) Bank of America’'s prime rate; (ii) the fed funds rate plus 0.5%; or (iii) the on@mnth LIBOR rate plus 1.0%, plus an applici
margin ranging from 0.75% to 1.75%. The Eurodalide is equal to LIBOR plus an applicable margimgiag from 1.75% to 2.75%.

The Partnership is required to pay a commitmentefggal to an applicable rate ranging from 0.3% .8®times the actual daily aver:
unused portion of the TRP Revolver. Additionalgsued and undrawn letters of credit bear intetesmt applicable rate from 1.75% to 2.75%.

The TRP Revolver is collateralized by a majority thé Partnership’s assets. Borrowings are guardnibgethe Partnership’ restricte
subsidiaries.

The TRP Revolver restricts the Partnershigbility to make distributions of available cashunitholders if a default or an event of defaak
defined in the TRP Revolver) exists or would redrdtn such distribution. The TRP Revolver requitles Partnership to maintain a ratic
consolidated funded indebtedness to consolidatgasted EBITDA of no more than 5.50 to 1.00. The TRBvolver also requires t
Partnership to maintain a ratio of consolidated HBA to consolidated interest expense of no less th&5 to 1.00. In addition, the T
Revolver contains various covenants that may limihong other things, the Partnershigbility to incur indebtedness, grant liens, n
investments, repay or amend the terms of certdarahdebtedness, merge or consolidate, sell asselsengage in transactions with affilii
(in each case, subject to the Partnershijgiht to incur indebtedness or grant liens inneation with, and convey accounts receivable alsqgf;
a permitted receivables financing).
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The Partnership’s Senior Unsecured Notes

In February 2011, the Partnership exchanged $158li&n principal amount of its % Notes plus payments of $28.6 million, includir@$
million of accrued interest, for $158.6 million aggate principal amount of its 11%% Notes. The éxddf the exchanged Notes are subje
the provisions of the’6% Notes described below. The debt covenants retatéte remaining $72.7 million of face value oé th1¥4% Note
were removed. This exchange was accounted fodabtamodification whereby the financial effectstod exchange will be recognized over
term of the new debt issue.

In January 2012, the Partnership privately placé@0$ million in aggregate principal amount of 6% Notes, resulting in approximat
$395.5 million of net proceeds.

In October 2012, $400.0 million in aggregate ppatiof 5%% Notes were issued by the Partnershg® &% of the face amount, resulting
gross proceeds of $398.0 million. An additional @B0million in aggregate principal of 5¥.% Notes @é&sued in December 2012 at 101
of the face amount, resulting in gross proceed&?6®2.0 million. Both issuances are treated asglesitlass of debt securities and have ider
terms.

In November 2012, the Partnership redeemed ali@butstanding 8¥4% Notes at a redemption pricéd4f125% plus accrued interest thro
the redemption date. The redemption resulted ineenjum paid on the redemption of $8.6 million, whis included as a cash outflow fr
financing activity in the Statement of Cash Floasd a write off of $2.5 million of unamortized dedgue costs.

The terms of the senior unsecured notes outstarding December 31, 2012 were as follows:

Per Annum Interest

Note Issue Issue Date Rate Due Date Dates Interest Paid
"11%.% Notes' July 2008 11%% July 15, 201: January & July 15t
"77% Notes" August 201( 77%% October 15, 201 April & October 15th
"67:% Notes" February 201 67:% February 1, 202 January & July 1s
"6%% Notes" January 201. 6%:% August 1, 202: February & August 1¢
"5Y.% Notes' Oct / Dec 201 5%% May 1, 202% May & November 1s

All issues of unsecured senior notes are obligatittvat rank pari passu in right of payment withsérg and future senior indebtedn
including indebtedness under the Partnershipédit facility. They are senior in right of pagnt to any of our future subordinated indebtec
and are unconditionally guaranteed by the Partigersthese notes are effectively subordinated toseltured indebtedness under
Partnership’s credit agreement, which is secureduiystantially all of the Partnership’s assets tinedPartnershig’ Securitization Facilit
which is secured by accounts receivable pledgeéniig facility, to the extent of the value of ttwlateral securing that indebtedness. Int
on all issues of senior unsecured notes is payane-annually in arrears.

The Partnershig’ senior unsecured notes and associated indengweenaents (other than the indenture for the 11¥e$otestrict th
Partnershigs ability to make distributions to unitholders hetevent of default (as defined in the indenturéhg indentures also restrict
Partnerships ability and the ability of certain of its subsides to: (i) incur additional debt or enter intdesand leaseback transactions; (ii)
certain distributions on or repurchase, equity reges (only if such distributions do not meet sfiedi conditions); (iii) make certa
investments; (iv) incur liens; (v) enter into tranBons with affiliates; (vi) merge or consolidatgh another company; and (vii) transfer and
assets. These covenants are subject to a numlrapoftant exceptions and qualifications. If at dilge when the notes are rated investr
grade by both Moody’s Investors Service, Inc. ana@n8ard & Poos Ratings Services and no Default (as defined énitldentures) hi
occurred and is continuing, many of such covenaiilisterminate and the Partnership and its subsieiawill cease to be subject to s
covenants.
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The Partnership may redeem up to 35% of the aggrquancipal amount at the redemption dates anceprset forth below (expressec
percentages of principal amounts) plus accrueduspaid interest and liquidation damages, if anyhwhe net cash proceeds of one or r
equity offerings, provided that: (i) at least 65%tloe aggregate principal amount of each of thesidexcluding notes held by us) rem
outstanding immediately after the occurrence ohswdemption; and (ii) the redemption occurs witbthdays (180 days for thg:% Note:
and 5Y% Notes) of the date of the closing of sughte offering.

Any Date Prior To Price
7% Notes October 15, 201 107.87'%
67:% Notes February 1, 201 106.82'%
6%:% Notes February 1, 201 106.37'%
5%4% Notes November 1, 201 105.25(%

Prior to July 15, 2013, the Partnership may redseme or all of the 11%% Notes at a redemption pépeal to 100% of their principal amo
plus an applicable make-whole premium and accraeduapaid interest to the redemption date.

The Partnership may also redeem all or part of @f¢he series of notes on or after the redemptimes set forth below at the price for €
respective year (expressed as percentages of galnmnount) plus accrued and unpaid interest apddiation damages, if any, on the ni
redeemed.

11Y¥.% Notes

77% Notes

67:% Notes

6%:% Notes

5Y2% Notes

Redemption Date:

Redemption Date:

Redemption Date:

Redemption Date:

Redemption Date:

July 15 October 15 February 1 February 1 November 1
Year Price Year Price Year Price Year Price Year Price
2013 105.625% 2014 103.938% 2016 103.438% 2017 103.188% 2017 102.625%
2014 102.813% 2015 101.969% 2017 102.292% 2018 102.125% 2018 101.750%
2015 and 2016 and
thereaftel 100.000% thereaftel 100.000% 2018 101.146% 2019 101.063% 2019 100.875%
2016 and 2016 and 2016 and
thereaftel 100.000% thereaftel 100.000% thereaftel 100.000%

Subsequent Ever- Accounts Receivable Securitization Facility

In January 2013, the Partnership entered into anumts receivable securitization facility (the “Betization Facility”), that provides up -
$200 million of borrowing capacity at favorable amercial paper rates through January 2014. UndserShbiuritization Facility, one of t
Partnership’s consolidated subsidiaries (Targa idgilarketing and Trade LLC or “TLMT"$ells or contributes receivables to another o
Partnership’s consolidated subsidiaries (Targa Rabkes LLC or “TRLLC"), a special purpose consolidated subsidiary createt¢hé sol
purpose of this Securitization Facility. TRLLC, turn, sells an undivided percentage ownership éndligible receivables, without recourse
a thirdparty financial institution. Receivables up to #hmount of the outstanding debt under the Secuitiza-acility are not available
satisfy the claims of the creditors of us or TLMAny excess receivables are eligible to satisfydlaéms of creditors of us or TLMT. To
funding under this Securitization Facility in Janua013 was $171.4 million.
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Debt Reacquisitions Summary

The debt re-acquisitions described above were teg@s follows in our Consolidated Statements afr@gons:

2012 2010
Premium paid on redemption of the Partnership&&Notes $ (8.6) $ S
Premium paid on redemption of TRI of 8% Senior Ni - (10.9
Write-off of deferred debt issue co
Partnership 8% Note (2.5 -
TRI 8% Senior Notes - (6.5)
Loss on debt redemption $ (111 $ (17.9)
Gain on acquisition of TRC Holdco Not $ 0t % 36.¢
Write-off of deferred debt issue co
TRC Holdco Note: (0.3 (2.0
TRI Term Loan Facilitie: - (21.5)
TRC Revolvel (0.2
TRP Revolver (1.7) (0.9
Gain (loss) on early debt extinguishment, net $ 1.7 $ 12.5

Note 11 — Partnership Units and Related Matters
Dropdown Transaction:

In April 2010, we completed the sale of our intésee the Partnership in the Sand Hills and Stex@yistems for $420.0 million, effective A|
1, 2010. This sale triggered a mandatory prepaymeffRI's Senior Secured Credit Agreement of $152.5 milli@hich was paid on April 2
2010. As part of the closing of the sale of our&hiills and Straddle Systems, we amended our Omnsniflgreement with the Partnership
continue to provide general and administrative @tiher services to the Partnership through April201

In August 2010, we completed the sale to the Pestiye of our 63% equity interest in the Versadot&8ys effective August 1, 2010, for $24
million in the form of $244.7 million in cash an@.$ million in partnership interests represented38y813 common units and 1,833 ger
partner units. The sale triggered a mandatory yrapat of $91.3 million under TRY’ Senior Secured Credit Facility. In accordancé it
terms of the Versado Purchase and Sale Agreemengimbursed the Partnership for maintenance dapifenditures required pursuant to
New Mexico Environmental Department settlement egrent. Expenditures were substantially completeBégember 31, 2011, and our t
share was $27.8 million.

In September 2010, we completed the sale to thmétahip of our Venice Operations, which includesgg’s 76.8% interest in Venice Ene
Services Company, L.L.C. (“VESCO"Jpr aggregate consideration of $175.6 million, efifee September 1, 2010. The sale trigger
mandatory prepayment of $73.5 million under TRI&®r Secured Credit Facility.

The net impact of our sale of assets to the Paftieresulted in an increase to additional paidapital of $258.9 million and a corresponc
reduction of the noncontrolling interest in thesedds.

Public Offerings of Common Unit:

In January 2010, the Partnership completed a puftering of 6,325,000 common units (including undeters’ overallotment option) at
price of $23.14 per common unit, providing net meds of $140.2 million. We contributed $3.0 millitm maintain our 2% general part
interest. The Partnership used the net proceedstfte offering for general partnership purposesciwimcluded reducing borrowings undel
Revolver.

In April 2010, Targa LP Inc., a whollgwned subsidiary of ours, closed on a secondaryiqpoffering of 8,500,000 common units of
Partnership at $27.50 per common unit. Proceeds ftos offering, after underwriting discounts araimenission were $224.4 million bef
expenses associated with the offering. This offgafso triggered a mandatory prepayment on ouraBeecured Credit Agreement of &
million related to TRI's Senior Secured Revolvinge@it Facility and $105.6 million on TRI's Senioe@ired Term Loan Facility.
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In 2010, the Partnership filed with the SEC a ursakshelf registration statement (the “2010 ShelWhich provides the Partnership with
ability to offer and sell an unlimited amount ofbl@nd equity securities, subject to market coadgiand the Partnershiptapital needs. T
2010 Shelf expires in April 2013. The following nsactions were completed under the 2010 Shelf;

August 2010 — 7,475,000 common units (includingamdliters’ overallotment option) at a price of $24.80 per canmnit, providin
net proceeds of $177.8 million. We contributed $3i8ion to maintain our 2% general partner intér@he Partnership used the
proceeds from this offering to reduce borrowingderrits Revolver

January 2011 — 9,200,000 common units (includingewnriters’ overallotment option) at a price of $33.67 per cannunit
providing net proceeds of $298.0 million. We cdmited $6.3 million to maintain our 2% general partmterest. The Partners
used the net proceeds from the offering for genmagthership purposes, which included reducingdwaings under its Revolve

January 2012 — 4,405,000 common units (includingeunnriters’ overallotment option) at a price of $38.30 per camnunit
providing net proceeds of $164.8 million. As pairthus offering, we purchased 1,300,000 commonsuwith an aggregate value
$49.8 million. We contributed $3.5 million to maiiti our 2% general partner interest. The Partngnséied the net proceeds from
offering for general partnership purposes, inclgdime repayment of indebtedne

November 201z 10,925,000 common units (including underwritesgerallotment option) at a price of $36.00 per camnunit
providing net proceeds of $378.2 million. We cdmtited $8.0 million to maintain our 2% general partinterest. The Partners
used the net proceeds from this offering to fupeiion of the $975 million purchase price of Bedlands acquisitior

In 2012, the Partnership filed with the SEC a ursaéshelf registration statement that, subjectftectiveness at the time of use, allows
Partnership to issue up to an aggregate of $30@mif debt or equity securities (the “2012 Shelfh August 2012, the Partnership ente
into an Equity Distribution Agreement (“EDAith Citibank pursuant to which the Partnership rsall, at its option, up to an aggregat
$100 million of its common units through Citibards sales agent, under the 2012 Shelf. Settlemestfes of common units will occur on
third business day following the date on which aales were made in return for payment of the netg@ds to the Partnership. During 2!
there were no sales of common units pursuant sopitigram. The 2012 Shelf expires in August 2015.

Subsequent Ever

In 2013, the Partnership issued 1,679,848 commass and received proceeds of $64.1 million, neR% commission fees, pursuant to
EDA. In addition, we contributed $1.3 million to m&in our 2% general partner interest.
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Distributions

The following table details the distributions deeldand/or paid during the years ended Decembe2@®2, 2011 and 2010:

Distributions

Distributions
Limited to Targa Distributions
Partners General Partner Resources per limited

Three Months
Ended Date Paid Common Incentive 2% Total Corp. partner unit

(In millions, except per unit amounts)

2012
December 31, 201 February 14, 201 $ 69.C $ 201 $ 1.8 $ 90.¢ $ 307 $ 0.680(
November 14
September 30, 20: 2012 59.1 16.1 1.t 76.7 26.2 0.662¢
June 30, 201 August 14, 201. 57.3 14.£ 1.t 73.2 24.2 0.642¢
March 31, 201: May 15, 201z 55.t 12.7 14 69.€ 22.2 0.622¢
2011
December 31, 201 February 14, 201 $ 53.1 $ 11.C $ 1.2 $ 66.C $ 201 % 0.602¢
November 14
September 30, 20: 2011 49.L 8.8 1.2 59.4 16.¢ 0.582¢
June 30, 201 August 12, 201.: 48.3 7.8 1.2 57.5 15.€ 0.570(
March 31, 201: May 13, 2011 47.% 6.8 11 55.2 14.4 0.557¢
2010
December 31, 201 February 14, 201 $ 46.2 % 6.C $ 1.1 $ 53t $ 135 $ 0.547¢
November 12
September 30, 20: 2010 40.€ 4.€ 0.6 46.1 11.¢ 0.537¢
June 30, 201 August 13, 201 35.¢ B 0.8 40.2 10.2 0.527¢
March 31, 201( May 14, 201( 35.2 2.8 0.8 38.¢ 9.€ 0.517¢

Note 12 — Common Stock and Related Matters
Public Offerings

On December 10, 2010, certain of our stockholdelds $n an initial public offering (“IPO”1.8,831,250 common shares at a price of $22.C
share. We did not receive any proceeds from theeafadhares by the selling stockholders.

On April 26, 2011, certain of our stockholders satda secondary public offering, 6,497,500 commbares at a price of $31.73 per share
did not receive any proceeds from the sale of sHayehe selling stockholders.

Dividends

The following table details the dividends declaagdi/or paid since our IPO through December 31, 2012

Dividend
Total Amount of Accrued Declared per
Dividend Dividend Dividends Share of
Three Months Ended Date Paid Declared P aid (1) Common Stocl
(In millions, except per share amounts)
2012
December 31, 201 February 15, 201 $ 194 $ 19.C $ 04 $ 0.4575(
September 30, 201 November 15, 201 18.C 17.2 0.7 0.4225(
June 30, 201 August 15, 201. 16.7 16.1 0.€ 0.3937!
March 31, 201: May 16, 2012 15.t 15.C 0.t 0.3650(
2011
December 31, 201 February 15, 201 $ 142 % 13.¢ % 0t $ 0.3362!
September 30, 201 November 15, 201 13.C 12.€ 0.4 0.3075(
June 30, 201 August 16, 201 12.2 11.€ 0.4 0.2900(

March 31, 201: May 13, 2011 11.€ 11:2 0.4 0.2725(



2010
December 31, 201 February 14, 201 $ 2€ $ 25 % 01 $ 0.0616((2)

(1) Represents accrued dividends on the restricteeéslilaat are payable upon vesti
(2) Represents a prorated dividend for the portiomeffourth quarter of 2010 that the Company wasipL
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Note 13 — Earning s Per Common Share

Basic earnings per share are computed using thghteei average number of common shares outstandimggdhe period. Diluted earnings
share are computed using weighted average shatgamding during the period, incorporated with dilative effect of restricted stock awa
and stock options. The dilutive effect was detemadithrough the application of the treasury method.

Prior to the conversion of the Series B PreferréatlSto common stock on December 10, 2010, netnigcafter the impact of prefen
dividends was allocated according to the prefestmtk agreement. The terms of the preferred stagkeanent stipulated that comn
shareholders are not entitled to any dividendssambpproved with written consent of a majorityhef outstanding preferred stockholders,
the preferred holders recapture the carrying valu¢heir preferred securities which includes acmdetlividends. For 2010, there was
allocation to preferred shareholders as the Compayyin a loss position and the preferred sharensldo not participate in losses undel
terms of the preferred stock agreement.

For each of the periods presented below, all optitentially dilutive securities were excluded freime calculation of diluted EPS as they v
anti-dilutive.

2010
(In
thousands)
Restricted Stoc- 2010 Stock Incentive Plan ( 1,350.(
Restricted Stoc- 2005 Incentive Compensation Plan 10.€
Stock Options- 2005 Incentive Compensation Plan 1,470.(
Conversion of Series B Preferred Stock 33,322}

(1) In connection with the IPO in December 2010, thenPany issued 1,350,000 shares of restricted stodknthe 2010 Stock Incentive F
to employees. At December 31, 2010, all of theseeshwere unvested. Starting from 2011, these slaaecincluded in the computatior
diluted EPS. In 2012, 60% of the shares were vemtedhese vested shares were included in basic&Rdation.

(2) Amounts represent the weighted average number wésted shares outstanding until 2011. Upon vesthgge shares were includer
basic EPS calculatiol

(3) Amounts represent the weighted average number eXamised stock options outstanding. Prior to tlesicg of the IPO in Decemt
2010, all outstanding options were either exercigechshed out. As of December 31, 2010, thera@@utstanding stock optior

(4) During 2010, in connection with the closing of tH0, 6,409,697 shares of Series B Convertible &pdiing Preferred Stock, pl
accreted value, were converted into 35,356,698eshaircommon stock. Beginning on December 10, 20iH3e shares are included in
calculation of weighted average shares outstandibgsic and diluted. The amount included in the talileve for 2010 represents
weighted average shares for the period from Janlig2910 through December 9, 2010 (based on thelatimber of shares convertec
December 10, 2010

In 2012 and 2011, we included all the potentiallytd/e securities in the calculation of diluted &P
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The following table sets forth a reconciliationradt income and weighted average shares outstangex)in computing basic and diluted
income per common share:

2012 2011 2010
Net income $ 159.. $ 2152 $ 63.2
Less: Net income attributable to noncontrollingnetsts 121.2 184.7 78.%
Net income (loss) attributable to Targa Resouraap( 38.1 30.7 (15.0
Dividends on Series B preferred stc - - (9.5)
Dividends to common equivalents - - (177.9)
Net income (loss) attributable to common sharehsl $ 38.1 3 30.7 $ (202.9)
Weighted average shares outstanding - basic 41.C 41.C 6.5
Net income (loss) available per common st- basic $ 0.9 $ 0.7t $ (30.99)
Weighted average shares outstanc 41.C 41.C 6.5
Dilutive effect of unvested stock awards 0.€ 0.4 -
Weighted average shares outstanding - diluted 41.¢ 41.4 6.5
Net income (loss) available per common st- diluted $ 091 $ 074 $ (30.99)

Note 14 — Derivative Instruments and Hedging Ac tiities
Partnership Commodity Hedge

The primary purpose of the Partnershipommodity risk management activities is to hethgeexposure to commodity price risk and re:
fluctuations in the Partnershipbperating cash flow despite fluctuations in cordityoprices. In an effort to reduce the variabilitfycash flows
the Partnership has hedged the commodity priceceded with a portion of its expected (i) naturabgequity volumes in Field Gathering
Processing Operations through 2015 and (ii) NGL esrilensate equity volumes predominately in Fiedth&ring and Processing Operat
as well as in the LOU portion of the Coastal Gatigerand Processing Operations through 2014 thatltré®m its percent of procee
processing arrangements by entering into derivatisguments including swaps and purchased puisrff) and calls (caps). The Partner
has designated these derivative contracts as asihédges.

The hedges generally match the NGL product comipoasénd the NGL and natural gas delivery pointshtwse of the Partnershipphysice
equity volumes. The NGL hedges may be transactespesific NGL hedges or as baskets of ethane, pmpaormal butane, isobutane
natural gasoline based upon the Partnerstegpected equity NGL composition. We believe #pproach avoids uncorrelated risks resu
from employing hedges on crude oil or other petroieproducts as “proxy” hedges of NGL prices. Thetrgaships natural gas and N(
hedges are settled using published index priceddbvery at various locations which closely appneate the Partnershigp’actual natural g
and NGL delivery points.

The Partnership hedges a portion of its conderssdés using crude oil hedges that are based oNYIMEX futures contracts for West Te»
Intermediate light, sweet crude, which approximadkes prices received for condensate. This necégssaqposes the Partnership to a me
differential risk if the NYMEX futures do not mowe exact parity with the sales price of its underyWest Texas condensate equity volumes

At December 31, 2012, the notional volumes of thgrership’s commodity hedges for equity volumesawe

Commaodity Instrument Unit 2013 2014 2015
Natural Gas Swaps MMBtu/d 26,08¢ 18,00( 4,50(
NGL Swaps Bbl/d 5,65( 1,00(¢ -
Condensat Swaps Bbl/d 1,79 70C -

The Partnership also enters into derivative insénis to help manage other short-term commaeilgted business risks. The Partnershig
not designated these derivatives as hedges andisecizanges in fair value and cash settlemenesvenues.
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The following schedules reflect the fair valuegha# Partnership’s derivative instruments:

Derivative Assets Derivative Liabilities
Fair Value as of Fair Value as of
Balance
Sheet December 31 Balance Shee December 31
Location 2012 2011 Location 2012 2011
Derivatives designated as
hedging instruments
Commodity contract Current asse! $ 29.2 % 40.z Current liabilities $ 72 % 40.€
Long-term
assets 5.1 10.¢ Long-term liabilities 4.8 15.¢
Total derivatives designated as hedgin
instruments $ 34.: $ 51.2 $ 12 $ 56.4
Derivatives not designated as hedgin
instruments
Commodity contracts Current asse! $ 01 $ 0.7 Current liabilities $ 02 $ 0.t
Total derivatives not designated as hedgin
instruments $ 0.1 $ 0.7 $ 02 $ 0.5
Total derivatives $ 344 $ 51.C $ 122 $ 56.¢

The fair value of the Partnershipterivative instruments, depending on the typasfrument, was determined by the use of preselui
methods or standard option valuation models witluaptions about commodity prices based on thoseredd in underlying markets.

The estimated fair value of the Partnershiderivative instruments was a net asset of $24llomas of December 31, 2012, net of
adjustment for credit risk. The credit risk adjustrhis based on the default probabilities by yeaiinaicated by market quotes for
counterpartiestredit default swap rates. These default probadslihave been applied to the unadjusted fair vadtiise derivative instrumer
to arrive at the credit risk adjustment, which wamaterial for all periods presented.

The Partnershig’ payment obligations in connection with substéigtall of these hedging transactions and any aoliktl credit exposure d
to a rise in naturajjas, NGL and crude oil prices relative to the fiygites set forth in the hedges are secured bystafiiority lien in thi
collateral securing its senior secured indebtedttegsanks equal in right of payment with lienarged in favor of its senior secured lenders.

The following tables reflect amounts recorded ihentcomprehensive income (“OCIgnd amounts reclassified from OCI to revenue
expense for the periods indicated:

Derivatives in Gain (Loss) Recognized in OCI on Derivative
Cash Flow Hedging (Effective Portion)
Relationships 2012 2011 2010
Interest rate contrac $ - % 43 3 (20.3)
Commodity contracts 76.€ (33.6) 52.i
$ 76.8 $ 379 $ 32.€
Gain (Loss) Reclassified from OCI into
Income
(Effective Portion)
Location of Gain (Loss) 2012 2011 2010
Interest expense, n $ (79 $ 8.1 $ (9.2
Revenues 46.C (30.9) 8.7
$ 381 $ (38.9 $ (0.5

Hedge ineffectiveness was immaterial for all pesipdesented.
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Our consolidated earnings are also affected byrarénership’s use of the mark4tearket method of accounting for derivative instratsetha
do not qualify for hedge accounting or that haveb®en designated as hedges. The changes in fa@ ghthese instruments are recorde
the balance sheet and through earnings (i.e., ubmgmark-to-market'method) rather than being deferred until the gpdited transactic
settles. The use of mark-to-market accounting iftarfcial instruments can cause nmash earnings volatility due to changes in the dyitey
commodity price indices. The Partnership recordedfollowing mark-to-market gains (losses) for gfegiods indicated:

Gain (Loss) Recognized it

Derivatives Not Designatec Location of Gain Recognized ir Income on Derivatives
as Hedging Instruments Income on Derivatives 2012 2011 2010
Commodity contract Revenue $ 0.7 $ 17 $ 1.0
Commodity contract Other income (expens - - (0.9
Interest rate sway Other income (expens - (5.0 -

The following table shows the deferred gains (ley$ecluded in accumulated OCI that will be recifisg into earnings through the end
2015:

December 31, 201 December 31, 201

Commodity hedges, before t $ 32 % 0.4
Commodity hedges, after ti 1.8 0.2
Interest rate swaps, before f (1.2 (2.5)
Interest rate swaps, after t (0.7) (1.9

As of December 31, 2012, deferred net gains of &2allion on commodity hedges and deferred netdessf $6.1 millionon terminate
interest rate swaps recorded in OCI are expectéd teclassified to revenue and interest expensgegithe next twelve months.

See Note 15 for additional disclosures relatedetdvetive instruments and hedging activities.
Note 15 — Fair Value Measur ements

Under generally accepted accounting principles,cmnsolidated balance sheet reflects a mixture edsurement methods for financial as
and liabilities (“financial instruments”)Derivative financial instruments are reported at falue in our consolidated balance sheet. C
financial instruments are reported at historicadtar amortized cost in our consolidated balan@estwith fair value measurements for tt
instruments provided as supplemental information.

Following is additional qualitative and quantitaidisclosures regarding fair value measuremerfisaricial instruments.
Fair Value of Derivative Financial Instruments

The Partnershig’ derivative instruments consist of financiallytleet commodity swap and option contracts and fipgde commodity contrac
with certain counterparties. The Partnership detemthe fair value of its derivative contractsngsa discounted cash flow model for sw
and a standard option pricing model for optionselaon inputs that are readily available in pubi&rkets. The Partnership has consist
applied these valuation techniques in all periodgsg@nted and believe the Partnership has obtdemhbst accurate information available
the types of derivative contracts the Partnershigsh

The fair values of the Partnerstsplerivative instruments, which aggregate to aassét position of $22.2 million as of DecemberZ1,2, ar
sensitive to changes in forward pricing on natugas, NGLs and crude oil. This asset position réfldbe present value, adjusted
counterparty credit risk, of the amount the Paghigr expects to receive in the future on its deérreacontracts. If forward pricing on natu
gas, NGLs and crude oil were to increase by 10%,résult would be a fair value reflecting a nebility of $1.8 million, ignoring a
adjustment for counterparty credit risk. If forwagrdcing on natural gas, NGLs and crude oil werddorease by 10%, the result would be ¢
value reflecting a net asset of $46.2 million, igng an adjustment for counterparty credit risk.
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Fair Value of Other Financial Instruments

Due to their cash or neamsh nature, the carrying value of other finanaiatruments included in working capital (i.e., caasid cas
equivalents, accounts receivable, accounts payagpjoximates their fair value. As such, Idegn debt is primarily the other financ
instrument for which our carrying value could vaignificantly from fair value. We determined thepplemental fair value disclosures for
long-term debt as follows:

» Holdco facility is based on repurchases we madgeicember 201(

« senior secured revolving credit facilities are lohse carrying value which approximates fair valeits interest rate is based
prevailing market rate:

 senior unsecured notes are based on quoted maides derived from trades of the de
Fair Value Hierarchy

We categorize the inputs to the fair value measargsusing a threger fair value hierarchy that prioritizes the sigrant inputs used
measuring fair value:

» Level 1- observable inputs such as quoted prices in actarkets;

» Level 2 —inputs other than quoted prices in active markieds e can directly or indirectly observe to théeak that the markets ¢
liquid for the relevant settlement periods; ¢

» Level 3—unobservable inputs in which little or no marketadexists, therefore we must develop our own assong

The following table shows a breakdown by fair vahigrarchy category for (1) financial instrumentsasurements included in our consolid
balance sheet at fair value and (2) supplementatditdue disclosures for other financial instrungent

December 31, 2012

Fair Value
Carrying
Value Total Level 1 Level 2 Level 3

Financial Instruments Recorded on Our Consolidat

Balance Sheet at Fair Value:
Assets from commodity derivative contra $ 34 3 34 % - % 34 3 =
Liabilities from commodity derivative contrac 12.1 12.1 - 11.t 0.€
Badlands contingent consideration liability (seed\4) 15.2 15.2 - - 5.
Financial Instruments Recorded on Our Consolidat

Balance Sheet at Carrying Value:
Cash and cash equivalel 76.% 76.3
TRC Senior secured revolving credit facil 82.C 82.C - 82.C -
Partnership's Senior secured revolving credit itsc 620.( 620.( - 620.( -
Partnership's Senior unsecured ni 1,773. 1,945.; - 1,945.; -
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December 31, 201,

Fair Value
Carrying
Value Total Level 1 Level 2 Level 3

Financial Instruments Recorded on Our Consolidat

Balance Sheet at Fair Value:
Assets from commodity derivative contra $ 51¢ $ 51¢ $ - $ 51¢ $ =
Liabilities from commodity derivative contrac 56.¢ 56.¢ - 56.¢ -
Financial Instruments Recorded on Our Consolidat

Balance Sheet at Carrying Value:
Cash and cash equivalel 145.¢ 145.¢
Holdco loan facility 89.: 87.t - - 87.t
Partnership's Senior secured revolving credit ifs 498.( 498.( - 498.( -
Partnership's Senior unsecured nt 979.7 1,057.: - 1,057.: -

Additional Information Regarding Level 3 Fair ValuéMeasurement:

As of December 31, 2012, we reported certain of Rhetnerships natural gas basis swaps at fair value using L8vielputs due to su
derivatives not having observable market pricestdrstantially the full term of the derivative asseliability. For valuations that include b«
observable and unobservable inputs, if the unobbésvinput is determined to be significant to theerall inputs, the entire valuation
categorized in Level 3. This includes derivativedued using indicative price quotations whose @mittength extends into unobservi
periods.

The fair value of these natural gas basis swagstsrmined using a discounted cash flow valuatmhnique based on a forward commc
basis curve. For these derivatives, the primaryting the valuation model is the forward commodiifisis curve which is based on observ
or public data sources and extrapolated when obkr\prices are not available.

As of December 31, 2012, the Partnership has tralagas basis swaps categorized as Level 3. ifindfisant unobservable inputs use(
the fair value measurements of our Level 3 denrestiare the forward natural gas basis curve baggnini year 2015, and the forward nat
gas basis curve for the South Texas Natural GaaiRgpbeginning in January 2013. Because a sigmfiportion of the derivative’'term is il
2015 and beyond, for the former, and in calendar @913, for the latter, both valuations are catiegd as Level 3. The change in the
value of Level 3 derivatives associated with a I@ténge in the forward basis curve where pricesatr@bservable is immaterial.

As of December 31, 2012, the Partnership has 8$h8lion liability which represents the fair valaé contingent consideration included in
preliminary valuation of the Badlands acquisiticsed Note 4). The preliminary fair value was detagdiby a probability based mo
measuring the likelihood of meeting certain voluricetmeasures identified in the Membership InterBstchase and Sale Agreem
Consequently, as these probability based inputaa@rebservable, the entire valuation of the cadirt consideration is categorized in Level 3
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The following table sets forth a reconciliationtbg changes in the fair value of our and the Peshig’s financial instruments classified
Level 3 in the fair value hierarchy:

Commodity

Derivative Contingent
Contracts  Long-term Debt Liability

Balance, December 31, 20 $ 137 $ 278.¢ $ =
Debt extinguishmer - (214.9) -
Change in fair valu - 22.2 -
Unrealized losses included in O 2.€ - -
Settlements included in Revenue (0.5) - -
Balance, December 31, 20 (11.¢ 86.¢ -
Change in fair valu - 0.7 -
Settlements included in Reven 3.7 - -
Transfers out of Level 3 7.8 - -
Balance, December 31, 20 - 87.t -
Issuance: - - 15.2
Loss (gain) included in Reven (0.7 - -
Unrealized losses included in O 0.7 - -
Debt extinguishment - (87.5) -
Balance, December 31, 2012 $ 06 $ - $ 15.:

During 2011, we transferred $7.9 million in Parstep derivative assets out of Level 3 and into L&érhis transfer related to long term C
swaps executed in 2010 for NGL products with cadernygar 2013 deliveries for which pricing was eptiated (Level 3) for some periods.
of December 31, 2011, all products had activelgdthcontracts through December 2013 with opendsteand settlement prices. Accordin
we were no longer required to extrapolate to véheePartnership’s derivative contracts and rediaskihese instruments as Level 2.

There were no transfers of assets or liabilities@grthe three levels of the fair value hierarchgirdu2010 or 2012.

The amount of gains for the period included in gags is attributable to the change in unrealizedgeelated to assets or liabilities held at
reporting date.

Note 16 — Related Party Trans actions
Transactions with Unconsolidated Affiliate

For the years 2012, 2011 and 2010, transactiorts @@F included in revenues were $0.1 million, $®i8ion and $0.3 million. For the sar
periods, transactions with GCF included in costd erpenses were $1.9 million, $0.4 million and $hillion. These transactions were
market prices consistent with similar transactisith other nonaffiliated entities.

Relationship with SAJET Resources LL

Former holders of our Class A Common units, inalgdiVarburg Pincus and certain of our executive rgarsaand directors, own a controll
interest in SAJET Resources LLC (“SAJET"), whichsaspuneff in December 2010 prior to the IPO. We providmeral and administrati
services to SAJET and are reimbursed for these atmoluring 2012, we were reimbursed $1.3 millimr Buch services provide
Additionally, on December 1, 2012, Targa Midstre8arvices LLC purchased six 90,000 gallon propaoege tanks from SAJET for $:
million. This transaction was at a market pricesistent with similar transactions with other noi&fed entities.

Relationship with Warburg Pincus LL(
Affiliates of Warburg Pincus beneficially own apgimately 11.1% of our outstanding common stock. @édingly, Warburg Pincus can ex
significant influence over us and any action reiqgithe approval of the holders of our stock, idahg the election of directors and approvz

significant corporate transactions. Warbgrgbncentrated ownership makes it less likely #mgt other holder or group of holders of comi
stock will be able to affect the way we are manageithe direction of our business.
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Peter Kagan and In Sean Hwang, two of our directmes Managing Directors of Warburg Pincus LLC ane also directors of Broad C
Energy, Inc. (“Broad Oak”)from whom the Partnership buys natural gas and Igfducts. Mr. Kagan is also a director of Laredtrdéteurn
Holdings Inc. (“Laredo”¥rom whom the Partnership buys natural gas and [ducts. Affiliates of Warburg Pincus LLC own antmlling
interest in Broad Oak and Laredo.

The following table shows the transactions withheafthese related patrties.

Purchases
2012 2011 2010
Broad Oak $ - % 712 $ 415
Laredo 88.1 34.1 -

These transactions were at market prices consisiémsimilar transactions with other nonaffiliatedtities.
Note 17 — Commitments and Conting encies

Future noreancelable commitments related to certain contedatbligations are presented below in aggregatefandach of the next fi
fiscal years. The below amounts represent thodentta fixed and determinable as of December 31220

In Aggregate 2013 2014 2015 2016 2017
Non-Partnership obligation:
Operating lease (; $ 12 % 02 $ 02 $ 02 $ 02 $ =
Partnership obligation:
Operating lease and service contraci 37.1 6.5 5.¢ 5.7 5.3 4.C
Pipeline capacity and throughput
agreements (< 191.1 22.F 18.€ 18.4 18.4 18.C
Land site lease and right-of-way (4) 7.3 1.€ iz 1.4 1.4 1.4
$ 236.7 $ 30 $ 26.2 $ 25.6 $ 254§ 23.2

(1) Includes minimum payments on lease obligation @porate office spac

(2) Includes minimum payments on lease obligation®ffice space, railcars and tractors, and servicgraots.

(3) Consists of pipeline capacity payments for firrnsigortation contracts and throughput and deficiegrgements

(4) Land site lease and right-afy provides for surface and underground accesgdthering, processing and distribution assets ds
located on property not owned by the Partnershigs& agreements expire at various dates through

Total actual expenses related to the above noretalrie commitments were:

2012 2011 2010
Non-Partnership
Operating lease $ 21 $ 2C $ 2.1
Partnership
Operating lease 16.1 14.2 13.€
Pipeline capacity and throughput agreement payn 15.4 12.4 8.€
Land site lease and ri¢-of-way Bt 2.8 2.8

Environmental

For environmental matters, we record liabilitiesemtremedial efforts are probable and the costsbeareasonably estimated. Environme
reserves do not reflect managemsrassessment of any insurance coverage that mapfieable to the matters at issue. Managemer
assessed each of the matters based on currennatfon and made a judgment concerning its poteatisdome, considering the nature of
claim, the amount and nature of damages soughthengrobability of success.
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The Partnership’s environmental liabilities weré significant as of December 31, 2012.

We have reimbursed the Partnership for mainteneapgal expenditures totaling $16.8 million as afd@mber 31, 2012, which are require
be made in connection with a settlement agreemdtht the New Mexico Environment Department relatitogair emissions at three ¢
processing plants operated by the Versado Gas $¥orse LLC joint venture, with $1.1 million reimised during the year ended Decembe
2012. These capital projects are substantially detap

Legal Proceeding:

We are a party to various legal proceedings anméfgulatory proceedings and certain claims, suitka@mplaints arising in the ordinary cot
of business that have been filed or are pendinghsigas. We believe all such matters are withoutitnoe involve amounts which, if resolv
unfavorably, would not have a material effect onfinancial position, results of operations, orlcélews.

Note 18 — Significant Risks and Uncert aintie s

Our primary business objective is to increase aailable cash for dividends to our stockholdersalgisting the Partnership in executin
business strategy. We may facilitate the Partnpisigrowth through various forms of financial supportluding, but not limited to, modifyir
the Partnership’s IDRs, exercising the PartnershipR reset provision contained in its partnersigpeement, making loans, making cay
contributions in exchange for yielding or ngielding equity interests or providing other fingadcsupport to the Partnership, if needec
support its ability to make distributions. In adiolit, we may acquire assets that could be candidateacquisition by the Partnerst
potentially after operational or commercial improvant or further development.

Nature of the Partnershi’s Operations in Midstream Energy Industry

The Partnership operates in the midstream enemystry. Its business activities include gatheripgcessing, fractionating and storag
natural gas, NGLs and crude oil. The Partnershipsults of operations, cash flows and finanaiadition may be affected by changes in
commodity prices of these hydrocarbon products @rmahges in the relative price levels among thesidoarbon products. In general,
prices of natural gas, NGLs, condensate and otha@robarbon products are subject to fluctuationseisponse to changes in supply, me
uncertainty and a variety of additional factors i@ beyond our control.

The Partnershig’ profitability could be impacted by a decline iretvolume of natural gas, NGLs and condensate foatesd, gathered
processed at our facilities. A material decreasenatural gas or condensate production or condensditeing, as a result of depres
commodity prices, a decrease in exploration ancld@wment activities or otherwise, could result inlexline in the volume of natural g
NGLs and condensate handled by our facilit

A reduction in demand for NGL products by the pewmical, refining or heating industries, whethecduse of (i) general econol
conditions, (ii) reduced demand by consumers ferahd products made with NGL products, (iii) inse competition from petroleubase!
products due to the pricing differences, (iv) adeaweather conditions, (v) government regulatidfecang commodity prices and product
levels of hydrocarbons or the content of motor §asar (vi) other reasons, could also adverselgaifthe Partnership’ results of operatior
cash flows and financial position.

The principal market risks are exposure to chamgesmmodity prices, as well as changes in inteests.

Commodity Price Risk

A majority of the revenues from the gathering andcpssing business are derived from percemqtrofeeds contracts under which
Partnership receives a portion of the natural gagoa NGLs or equity volumes as payment for sesziddne prices of natural gas and NGLs

subject to market fluctuations in response to ckang supply, demand, market uncertainty and aetyanf additional factors beyond
Partnership’s control.
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In an effort to reduce the variability of our cdkiws, the Partnership has hedged the commoditemssociated with a significant portion o
expected natural gas equity volumes through 20Xb inNGL and condensate equity volumes through42By entering into derivati
financial instruments including swaps and purchased (or floors). The Partnership hedges a higkecentage of its expected equity volu
in the current year as compared to future yeargevtiee volume forecasting risk is greater. With gsyahe Partnership typically receives
agreed upon fixed price for a specified notionamtity of natural gas or NGL and pays the hedgenwmparty a floating price for that sa
quantity based upon published index prices. SiheePartnership receives from its customers subalignihe same floating index price fr
the sale of the underlying physical commodity, éhasnsactions are designed to effectively lockihie agreed fixed price in advance for
volumes hedged. In order to avoid having a greatkrme hedged than actual equity volumes, the Besttiip typically limits its use of swe
to hedge the prices of less than its expected alagiais and NGL equity volumes. The Partnershifzas| purchased puts (or floors) to he
additional expected equity commaodity volumes withoneating volumetric risk. The Partnersisigommodity hedges may expose it to the
of financial loss in certain circumstances.

The fair value of commodity derivative instrumerdspending on the type of instrument, was deterdhinethe use of present value methoc
standard option valuation models with assumptidriaicommaodity prices based on those observeddernlying markets. See Note 14.

Interest Rate Risl

We and the Partnership are exposed to changeteiest rates, primarily as a result of variable tarrowings under our and the Partnership
credit facilities.

Counterparty Risk — Credit and Concentration
Derivative Counterparty Ris

Where the Partnership is exposed to credit riskun financial instrument transactions, managemeaiyaes the counterparg/financia
condition prior to entering into an agreement, ld&hes credit and/or margin limits and monitore #ppropriateness of these limits or
ongoing basis. Generally, management does notreeqailateral and does not anticipate nonperforradaycour counterparties.

The Partnership has master netting provisionsenilernational Swap Dealers Association agreemeititsall of its derivative counterparti
These netting provisions allow the Partnership @b gettle asset and liability positions with thensacounterparties, and would reducs
maximum loss due to counterparty credit risk byd$@illion as of December 31, 2012. The range o$dgsattributable to the Partnerskip’
individual counterparties would be between $0.8 &ié million, depending on the counterparty inauf

The credit exposure related to commodity derivatharuments is represented by the fair value aftre@ts with a net positive fair vall
representing expected future receipts, at the timgodate. At such times, these outstanding insenis expose the Partnership to losses i
event of nonperformance by the counterparties écatireements. Should the creditworthiness of omaave of the counterparties decline,
ability to mitigate nonperformance risk is limitemla counterparty agreeing to either a voluntanpiteation and subsequent cash settlemen
novation of the derivative contract to a third path the event of a counterparty default, the faghip may sustain a loss and its cash re«
could be negatively impacted.

As of December 31, 2012, affiliates of Wells FarBank N.A. (“Wells Fargo”), Barclays PLC (“Barclays”Securities Americas LL
(“Natixis”), Credit Suisse Group AG (“Credit Suissand Bank of America Merrill Lynch (“BAML")accounted for 31%, 16%, 15%, 11%
10% of the Partnership’counterparty credit exposure related to commattyvative instruments. Wells Fargo, Barclays,idst Credit Suiss
and BAML are major financial institutions that pess investment grade credit ratings based upommmicredit ratings assigned by Moosly’
Investors Service, Inc. and Standard & Poor’s Ciation.

Customer Credit Risk
We extend credit to customers and other partigeégmormal course of business. We have establigaedus procedures to manage our ¢
exposure, including initial credit approvals, ctduthits and terms, letters of credit, and rightofiset. We also use prepayments and guara

to limit credit risk to ensure that our establistoeedit criteria are met. The following table sunmin@s the activity affecting our allowance
bad debts:
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2012 2011 2010
Balance at beginning of ye $ 24 $ 7¢ $ 8.C
Additions - 0.5 -
Deductions (1.5) (6.0 (0.1)
Balance at end of year $ 0c $ 24 % 7.€

Significant Commercial Relationships
The following customer accounted for more than Idi%ur consolidated revenues for the periods irtdita

2012 2011 2010

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

All transactions in the above table were associafigdthe Marketing and Distribution segment.
Casualty or Other Risks

We maintain coverage in various insurance programhg;h provides us and the Partnership with prgpdamage, business interruption
other coverages which are customary for the natndescope of our operations.

Management believes that we have adequate insucavegage, although insurance will not cover ewgpe of interruption that might occ
As a result of insurance market conditions, prensiiand deductibles for certain insurance policiegehiacreased substantially, and in s
instances, certain insurance may become unavailablavailable for only reduced amounts of coverage a result, we may not be able
renew existing insurance policies or procure ottesirable insurance on commercially reasonableseifrat all.

If we or the Partnership were to incur a significéiability for which we were not fully insured, itould have a material impact on
consolidated financial position and results of agiens. In addition, the proceeds of any suchrarste may not be paid in a timely manner
may be insufficient if such an event were to océury event that interrupts the revenues generayadstor the Partnership, or which cause
or the Partnership to make significant expenditmascovered by insurance, could reduce our oPgmenerships ability to meet our financi
obligations.

Note 19 — Other Operating Income

2012 2011 2010
Loss (gain) on sale of ass: $ 15.¢1) $ 02 $ 1.9
Casualty loss (gain) adjustme 3.€ - (3.9
Miscellaneous tax expense 0.7 - -
$ 19  $ 02 $ 4.7

(1) Reflects a $15.4 million loss due to a wrife-of the Partnershig investment in the Yscloskey joint interest preaas plant il
Southeastern Louisiana. Following hurricane Isttazjoint venture owners elected not to restarpthat.
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Note 20— Income Taxes

Our provisions for income taxes for the periodsdated are as follows:

2012 2011 2010
Current expense (benef $ 27¢ $ 14: % (10.6)
Deferred expense 9.C 12.5 33.1
$ 36.C $ 26.6 $ 22.5

Our deferred income tax assets and liabilitiesextddnber 31, 2012 and 2011 consist of differendageketo the timing of recognition of cert
types of costs as follows:

2012 2011
Deferred tax asset
Net operating los $ - 3 =
Other 3.t 3.t
Deferred tax assets before valuation allowance 35 35
Valuation allowance (3.5 (3.5
Deferred tax liabilities
Investments (1 (99.9) (95.5)
Risk management contrac (12.9) (9.9
Property, Plant and Equipme (22.9) (13.9)
Other (10.€) (4.6)
(134.9 (123.9)
Net deferred tax liabilit $ (134.9 $ (123.9)
Federa $ (120.0) $ (115.6¢)
Foreign 0.€ 0.€
State (15.9 (8.9

$ (1345 $ (123.9)

Balance sheet classification of deferred tax agfietslities):

Current asse $ - $ 0.1
Long-term asse (3.5 (3.5
Current liability (0.2 -
Long-term liability (131.7) (120.5)

$ (1345 $ (123.9)

(1) Our deferred tax liability attributable to investmte reflects the differences between the book amdcarrying values of the assets
liabilities of our equity method investmen

As a result of dropdown transactions in 2010 an@92d@ifferences related to the date of income reitimgn for book and tax occurred. Wk
these are timing differences, the reversal of ttifferences will not be recognized until we sk tunits of the Partnership. Therefore, the
effect of these differences is recorded as a vialatllowance of $3.5 million in deferred taxes,aasomponent of other long term asset:
2010.

As of December 31, 2010, for federal income taxppges, both regular tax net operating losses (“NJO&sd alternative minimum tax NO
were fully utilized.
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Set forth below is the reconciliation between awoime tax provision (benefit) computed at the Whiftates statutory rate on income be
income taxes and the income tax provision in tle@apanying consolidated statements of operationthéoperiods indicated:

Income tax reconciliation: 2012 2011 2010
Income before income tax $ 196.: $ 242 $ 85.¢
Less: Net income attributable to noncontrollingesst (121.9) (184.%) (78.9)
Less: Income taxes included in noncontrolling iesér (3.5) (3.6) (3.7
Income attributable to TRC before income ta 71.5 53.7 4.4
Federal statutory income tax rate 35% 35% 35%
Provision for federal income tax 25.C 18.¢ 1.t
State income taxes, net of federal tax benefi 6.8 2.€ 134
Valuation allowanct - - 3.C
Amortization of deferred charge on 2010 transast 4.7 4.7 3.C
Other, net 0.4 0.5 1.6
Income Tax Provision $ 36.¢ $ 26.6 $ 22.F

(1) For 2010, primarily consists of the wi-off of an $11.9 million Texas margin tax cret

We have not identified any uncertain tax positidig believe that our income tax filing positionglateductions will be sustained on audit
do not anticipate any adjustments that will resula material adverse effect on our financial ctiodj results of operations or cash fl
Therefore, no reserves for uncertain income taxipos have been recorded.

In April 2010, we closed on a secondary public wiffg of 8,500,000 common units of the Partnershipe direct tax effect of the change
ownership interest in the Partnership as a resutie secondary public offering was recorded asduction in shareholdergquity of $79.
million, an increase in current tax liability of $& million and an increase in deferred tax liapibf $37.2 million. A 2010 return to provisi
adjustment resulted in an increase in currentigdility of $0.8 million and a decrease in defertas liability of $0.8 million. There was no 1
impact on consolidated net income as a resultetétondary public offering.

In April 2010, we sold our interests in the Santidnd Straddle Systems to the Partnership. OreS8dyer 28, 2010, we sold our interest
the Venice Operations to the Partnership. Undelicgipe accounting principles, the tax consequermfdasansactions with common cont
entities are not to be reflected in pre-tax inco@ensequently, there was no tax impact on condeliblpretax net income as a result of the
of the Sand Hills and Straddle Systems and the dée@iperations. The tax effect of these sales wawded as an increase in other long
assets of $64.7 million, to be amortized over #maining life of the underlying assets, an incraaseurrent tax liability of $94.9 million,
decrease in deferred tax liability of $27.5 milliand an increase in current tax expense of $2.IfomilA 2010 return to provision adjustm
resulted in an increase in current tax liability$6ft7 million and a decrease in deferred tax lighdf $0.7 million.

Note 21 — Supplemental Cash Flow Inform ation

Supplemental cash flow information was as folloassthe periods indicated:

2012 2011 2010

Cash:

Interest paid, net of capitalized inter $ 95.¢ $ 96.1 $ 89.t

Income taxes paid, net of refur 30.t 33.¢ 92.%
Non-cash:

Inventory linefill transferred to property, plant and equipm 3.C 0.7 0.4

Accrued dividends on unvested equity aw: 2.7 1.4

Badlands acquisition contingent considera 15.2 - -

Paic-in-kind interest refinanced to Holdco princij - - 10.¢

Conversion of Series B preferred Stock (accretalae) - - 79.¢

Distribution of property to common sharehold - - 3.2
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Note 22 — Stock and Other Compensation Plans
2005 TRC Incentive Compensation Plan

Under Our 2005 Incentive Compensation Plan (“20@B'F, we provided restricted stock and stock optionsup employees, directors &
consultants.

Concurrent with our IPO in December 2010, unexertigm-themoney stock options were cashed out, resultingli2 $nillion of additione
compensation expense in 2010. Unexercised outesfribney stock options were rescinded. As such, wenloadutstanding 2005 Plan st
options at December 31, 2010. Further, all vestsdricted common shares awarded under the 2005 idta@ converted to unrestric
common stock concurrent with the IPO.

2010 TRC Stock Incentive Plan

In December 2010, we adopted the Targa Resourcgs. @010 Stock Incentive Plan (“TRC Plan”) for eoy#es, consultants and non
employee directors of the Company. The TRC Plaowaifor the grant of (i) incentive stock optionsatified as such under U.S. federal incc
tax laws (“Incentive Options”), (ii) stock optioftisat do not qualify as incentive options (“Non-gtaty Options,"and together with Incenti
Options, “Options”), (iii) stock appreciation righ(‘SARs”) granted in conjunction with Options or Phantom 8tdwards, (iv) restricted sto
awards (“Restricted Stock Awards”), (v) phantomcktawards (“Phantom Stock Awards”)i) bonus stock awards, (vii) performance
awards, or (viii) any combination of such awarddléztively referred to a “Awards”).

Restricted Stoc- Total shares authorized under this plan are 5,000,0he following table summarizes the restrictextls awards in shar
and in dollars for the years indicated:

Weighted-average

Number

of shares Grant-Date Fair Value
Outstanding at December 31, 2( -$ -
Granted (1) 1,350,001 22.0C
Outstanding at December 31, 2( 1,350,00! 22.0C
Granted (2) 84,22( 33.3¢
Outstanding at December 31, 2( 1,434,22 22.61
Granted (2 91,09( 42.5C
Forfeited (8,930 23.9¢
Vested (3) (805,350 22.0C
Outstanding at December 31, 2012 711,03( 25.9¢

(1) These awards were issued in conjunction with thegd @O and vest over a three year period at 602012 and the remaining 40%
2013.

(2) These awards will cliff vest at the end of threange

(3) Awards vested in 2012 were 60% of the awards isfuednjunction with our IPO, net of forfeiture$he remaining 40% of awards v
be vested in 2013. We repurchased 197,731 fromloyegs at $47.88 per share to satisfy the employedsimum statutory te
withholdings on the vested awards. The repurchabatks are recorded in treasury stock at

The compensation expense of the restricted stoekscalculated based on the fair value of the sabtike grant date.
Bonus Stoc

On December 6, 2010, we granted 556,514 bonus stweakds to our executive management team whiclkegdeagion the closing of our IPO
December 10, 2010.

Director grants

On February 17, 2011, the compensation committee“@ommittee”)awarded 24,250 shares of our stock to our outdigetdrs. The awar
vested at the grant date.
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Subsequent Events

On January 15, 2013, the Committee made restristeck awards of 29,123 to executive managementruthde TRC Plan for the 20
compensation cycle that will cliff vest in threeayse from the grant date. On the same day, the Gtearalso awarded 7,460 shares of
stock to our outside directors (1,492 shares ofmomstock to each non-management director). Tterdawested at the grant date.

Long-Term Incentive Plans
Performance Unit:

In 2007 both we and the Partnership adopted LongiTlacentive Plans (“LTIP”) for employees, consuls directors and noemploye:
directors of us and our affiliates who perform segs for us or our affiliates. The performance sigitanted under these plans are linked t
performance of the Partnership’s common units. &h@ans provide for, among other things, the godrioth cash-settled and equigitlec
performance units. Performance unit awards may gislude distribution equivalent rights (“DERsJhe LTIPs are administered by
compensation committee of the Targa Board of Diresct Total units authorized under the LTIPs a68Q,000.

Each performance unit will entitle the granteehte value of a Partnership common unit on the vgstate multiplied by the vesting percent
determined from the Partnershép'anking in a defined peer group. Currently, thefggmance period of the awards is three years.graste:
will receive the vested unit value in cash or commaits depending on the terms of the grant. Tlaatge may also be entitled to the valu
any DERs based on the notional distributions acdatad during the vesting period times the vestiagcentage. DERs are cash settled for
paid in cash and equity-settled performance units.

Compensation cost for equigettled performance units is recognized as an eepever the performance period based on fair vatltlee grar
date. Fair value is calculated using a simulatatiprice that incorporates peer ranking. DERs assed with equitysettled performance un
are accrued over the performance period as a liedumtowners’ equity.

Compensation expense for cas#ttled performance units and any related DERsudtilnately be equal to the cash paid to the genteor
vesting. However, throughout the performance pewedmust record an accrued expense based on amagstf that future pagut. We hav
used a Monte Carlo simulation model to estimateuats throughout the vesting period. In 2012, wangfed the volatility assumption in
Monte Carlo simulation model from implied volalito historical volatility. We consider historicablatility to be more appropriate than
implied volatility because it provides a more rblaindication of future volatility.
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TRC LTIP -- Cash-settled Performance Units

The following table summarizes the cash-settlefoperance units for the year ended 2012 awardedrithdeTarga LTIP.
Program Year

2009 Plan 2010 Plan 2011 Plan 2012 Plan Total

Units outstanding January 1, 20 526,00( 307,05: 119,88 - 952,93:
Grantec - 1,00(C 3,60( 140,82( 145,42(
Vested and pai (524,40() - - - (524,400
Forfeited (1,600 (1,800 (930) - (4,330
Units outstanding December 31, 2012 - 306,25: 122,55( 140,82( 569,62.
Calculated fair market value as of December 312201 $ 178 $ 55 §$ 54 $ 28.4

Current liability $ 14¢€¢ $ - $ - $ 14.¢€

Long-term liability - 2.€ 0.7 3.2
Liability as of December 31, 2012 $ 146 $ 2€ $ 0.7 $ 17.¢
To be recognized in future perio $ 2¢ % 2¢ % 47 $ 10.t
Vesting date June 201 June 201 June 201

The remaining weighted average recognition perigdtfe unrecognized compensation cost is approeiymnat7 years.
Partnership LTIF- Equity-Settled Performance Units

The Partnership started issuing equity-settledgperdnce units in 2011. The following table sumnetizactivities of our equitgettle
performance units for the years ended Decembe2@®2 and 2011.

Number  Weighted Average
of units Grant-Date Fair Value

Outstanding at December 31, 2( -$ 5
Granted 135,87( 33.9¢
Outstanding at December 31, 2( 135,87( 33.9¢
Granted 171,75( 41.9¢
Outstanding at December 31, 2012 307,62( 38.4(

Subsequent Everdn January 15, 2013, the Committee made award®texecutive management for the 2013 compensaida of 124,77
equity-settled performance units under the ParigisiTP that will vest in June 2016.

Partnership Director Grant
In 2012 and 2011, the common units granted to #mnErship’s nomanagement directors were vested immediately agthet date. Tt
awards granted before 2011 will settle with thewéey of common units and are subject to thyear vesting, without a performance condit

and will vest ratably on each anniversary of thengjdate. The Partnership estimates that the réngafair value of an immaterial amount \
be recognized in expense during the next year.
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The following table summarizes activity of the coonmmunitbased awards granted to the Partnership and oectDdis for the years enc
December 31, 2012, 2011 and 2010 (in units ancdll

Weighted
Average
Grant-Date
Number of Fair
units Value

Outstanding at December 31, 2( 41,99 $ 12.8¢
Grantec 15,75( 23.51
Vested and paid (18,669 15.0¢
Outstanding at December 31, 2( 39,07 16.1:2
Grantec 10,60( 33.5¢
Vested and paid (29,84 22.1¢
Outstanding at December 31, 2( 19,83 16.31
Grantec 9,98( 38.7-
Vested and paid (25,31) 23.8¢
Outstanding at December 31, 2012 4,50( 23.51

Subsequent Event

On January 15, 2013, the Committee made award®,66Q of our common units (2,130 units to eachwfronmanagement directors). '
February 7, 2013, 2,130 common units were awardl@diew non-management director. The awards vasteddiately at the grant date.

The following table summarizes the compensatioreesps under the various compensation plans re@mjfoz the years indicated.

2012 2011 2010
2005 TRC Incentive Compensation P- Stock Options (1 $ - $ - % 0.2
2005 TRC Incentive Compensation P- Restricted Stocks (- - - 0.2
2010 TRC stock Incentive Pl Restricted Stock (1 13.7 13.4 1.1
2010 TRC stock Incentive Pl Bonus Stock (1 - - 12.2
2010 TRC stock Incentive Pli- Director Grant: 0.4 0.8 -
TRC LTIP- Casl-settled Performance Units ( 14.2 13.2 13.¢
Partnership LTIF- Equity-settled Performance Uni 3.1 1.C -
Partnership Director Gran 0.t 0.t 0.4

(1) The compensation expenses are recognized by usllandted to the Partnership under the provisidrikeOmnibus Agreemer

The table below summarizes the unrecognized conagiensexpenses and the approximate remaining weigkierage vesting periods rele
to our various compensation plans as of Decemhe2(RI2.

Weighted Average
December
31, Remaining
2012 Vesting Period
(In millions) (In years)
Partnership LTIP Equi-Settled Performance Uni $ 8.4 2.2
2010 TRC Stock Incentive Pl Restricted Stock 8.C 1.€
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The total fair values of share-based awards ouldites they vested are as follows.

2012 2011 2010
TRC LTIP- Casl-Settled performance uni $ 22z % 5 § 9.1
Partnership Director Gran 1.C 1.C 0.t
2005 TRC Incentive Compensation P- Restricted Stock - 0.3
2010 TRC Stock Incentive Pli- Restricted Stock (1 40.: - -

(1) We recognized $1.3 million tax benefit associatéth the vesting of 60% of the restricted stock tedto our IPO
401(k) Plan

We have a 401(k) plan whereby we match 100% obu?b of an employes’contribution (subject to certain limitations hetplan). We als
contribute an amount equal to 3% of each emplayekgible compensation to the plan as a retirementribution and may make additio
contributions at our sole discretion. All Targa tdutions are made 100% in cash. We made coniobsitto the 401(k) plan totaling $:
million, $7.8 million, and $7.2 million during 2012011, and 2010.

N ote 23 — Segment Infor mation

The Partnership reports its operations in two dvis: (i) Gathering and Processing, consistinguvaf teportable segments &) (Field Gatherin
and Processing and (b) Coastal Gathering and Riagesnd (ii) Logistics and Marketing consistinfghwo reportable segments a)(Logistic:
Assets and (b) Marketing and Distribution. Thefinial results of the Partnership’s hedging adtisitire reported in Other.

The Partnershig Gathering and Processing division includes asssd in the gathering of natural gas produced fodrand gas wells ai
processing this raw natural gas into merchantadleral gas by extracting NGLs and removing impesitiThe Field Gathering and Proces
segmens assets are located in North Texas and the PeBaisin of West Texas and New Mexico. With the Badfaacquisition on Deceml
31, 2012, this segmest'assets now includes the Badlands crude oil atutalegas gathering, terminaling and processingtass Nortl
Dakota. Because the acquisition closed on Decer@beR012, Badlands had no operational impact fdr220rhe Coastal Gathering ¢
Processing segment’s assets are located in them@nahd near offshore regions of the Louisiana Gokist and the Gulf of Mexico.

The Partnershig’ Logistics and Marketing division is also refertedas the Downstream Business. The DownstreamnBssiincludes all tl
activities necessary to convert mixed NGLs into N@ioducts and provides certain value added sensceh as storing, terminalir
distributing and marketing of NGLs, refined petrote products and crude oil. It also includes centaitural gas supply and marketing activ
in support of the Partnership’s other operatiossyell as transporting natural gas and NGLs.

The Partnershig’ Logistics Assets segment is involved in transpoytstoring and fractionating mixed NGLs; storintgyminaling an
transporting finished NGLs; and storing and terringarefined petroleum products and crude oil. Ehassets are generally connected to
supplied in part by, the PartnersiipGathering and Processing segments and are pnealattyi located in Mont Belvieu, Texas
Southwestern Louisiana. This segment includes thigittes associated with the Partnerski@011 acquisitions of refined petroleum prod
and crude oil storage and terminaling facilities.

The Partnershig’ Marketing and Distribution segment covers agésirequired to distribute and market raw and ffiedsNGLs and all natu
gas marketing activities. It includes (1) marketihg Partnershig’ own NGL production and purchasing NGL productsdtected Unite
States markets; (2) providing LPG balancing sesvicerefinery customers; (3) transporting, storamgl selling propane and providing rel:
propane logistics services to mudtate retailers, independent retailers and othdr wsers; and (4) marketing natural gas availabléhé
Partnership from its Gathering and Processing idiniand the purchase and resale and other valiedaaidivities related to thirgarty nature
gas in selected United States markets.

Other contains the results of the Partnership’s modity hedging activities included in operating giar Eliminations of inteisegmer
transactions are reflected in the corporate amdimditions column.

Segment information is shown in the following tabl&/e have segregated the following segment infoomaetween Partnership and non
Partnership activities. Partnership activities hagen presented on a common control accounting kdsch reflects the dropdown transacti
between us and the Partnership as if they occumrpdor periods similar to a pooling of interesttie nonPartnership results include activil
related to certain assets and liabilities contrabtiexcluded from the dropdown transactions anthae historical hedge activities that could
be reflected under GAAP in the Partnership comnurtrol results.
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2012
Partnership
Field Coastal
Gathering Gathering Marketing Corporate
and and Logistics and and TRC Non-
Processint Processing  Assets  Distribution Other Eliminations Partnership Consolidatec
Revenue:
Sales of commoditie $ 1727 $ 2406 $ 1842 $ 4,890 $ 411 $ - $ 21 % 5,531.:
Fees from midstream
services 39.F 23.€ 170.% 120.¢ - (0.7) - 354.¢
212.2 264.2 355.1 5,011.; 41.1 0.2 2.1 5,885."
Intersegment revenu
Sales of commoditie 1,150.0 701.1 1.8 565.( - (2,418.9) - -
Fees from midstream
services 3 0.1 106.5 32.C - (139.9 - -
1,152.( 701.2 108.: 597.( (2,558.%) - -
Revenues $ 1364. $ 9654 $ 463« $ 5608. $ 41.1 (2, 558) $ 213 5,885.
Operating margin $ 2312 $ 11571 $ 1881 $ 116.C $ 41.1 $ $ 1¢ $ 693.¢
Other financial information
Total assets (1) $ 2,797.¢ $ 41471 $ 1,100¢ $ 548.¢ $ 34.4 $ 129.¢ $ 79.2 $ 5,105.(
Capital expenditures $ 2221 % 94 $§ 359.C $ 12.2 $ - $ 13.¢ $ 28 617.(
Business acquisitons $  970.2 $ 25. $ - $ - 3 - $ - $ - $ 996.-

(1) The Partnership recorded a $15.4 million llms®ther Operating (Income) Expense due to a vaffesf its investment in the Ysclosk
joint venture interest processing plant in Southkauisiana included in the Coastal Gathering andc®ssing segment. Followi
Hurricane Isaac, the joint venture owners electd@darestart the plan

2011
Partnership
Field Coastal
Gathering Gathering Marketing Corporate
and and Logistics and and TRC Non-
Processing Processine  Assets  Distribution Other Eliminations Partnership Consolidatec
Revenue:
Sales of commoditie $ 184.¢ $ 3257 $ 432 $ 6,209¢ $ (376 $ - $ 44 $ 6,730.!
Fees from midstream
services 27.5 19.¢ 130.( 83.¢ - (0.7 - 261.(
Business interruption
insurance - - - - - - 3.C 3.C
212.¢ 345.% 173.2 6,293." (37.€) (0.7 7.4 6,994.!
Intersegment revenu
Sales of commoditie 1,428.¢ 952.¢ 1.C 636.t - (3,018.9) - -
Fees from midstream
services 1.1 0.4 89.: 36.€ - (127.9) - -
1,429.! 953.% 90.2 673.7 - (3,146.7) - -
Revenues $ 1641¢ $ 1,298¢ § 2638 $ 6,966.¢ 376 % (314608 74 % 6,994.!
Operating margin $ 287¢ $ 174 $ 1231 $ 113.¢ (376 $ - $ 72 % 668./
Other financial information
Total assets $ 1666.. $ 427t $ 7752 $ 650.f $ 51.¢ $ 86. $ 173.C $ 3,831.(
Capital expenditures $ 167t $ 126 $ 147 $ 35 $ - $ 23 % 22 % 335.7
Business acquisitions  $ - $ - $ 156t $ - 9 - $ - $ - $ 156.F
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2010
Partnership
Field
Gathering Gathering Marketing Corporate
and Logistics and and TRC Non-
Processiny Assets  Distribution Other Eliminations Partnership Consolidatec
Revenue:
Sales of commoditie $  188.7 - $ 4663.: % 4C $ 01 $ 3C $ 5,291.
Fees from midstream
services 22.€ 84.t 57.1 - (0.7 0.1 178.¢
Business interruption
insurance - - - - - 6.C 6.C
211.¢ 84.t 4,720.: 4.C - 9.1 5,476.:
Intersegment revenu
Sales of commoditie 1,083.. 0.8 492.: - (2,330.0 - -
Fees from midstream
services 1.2 86.° 24.€ - (114.9 - -
1,084. 87.1 517.2 - (2,444.) - -
Revenues $ 1,296.( 1716 $ 5237.! $ 4C $ (24449 $ 9.1 $ 5,476..
Operating margin $ 236.€ 83.6 $ 80.E $ 4C $ - 8. $ 521.%
Other financial information
Total assets $ 1,623 471.¢ $ 519.¢ $ 441 $ 75.€ $ 207.¢ $ 3,393.¢
Capital expenditures ~ $ 67.¢ 66.2 $ 22 $ - $ - 3.4 148.€
The following table shows our consolidated reverimeproduct and service for the periods presented:
2012 2011 2010
Sales of commoditie
Natural gas sale $ 926.¢ $ 1,120.° 1,075.¢
NGL sales 4,265." 5,496.¢ 4,111..
Condensate sal 114.1 103.( 95.1
Petroleum product 180.1 43.1 -
Derivative activities 44.: (33.2) 9.1
5,531.: 6,730.! 5,291..
Fees from midstream servic
Fractionating and treating fe 115.¢ 86.7 55.%
Storage, terminaling, transportation and expors 159.2 110.¢ 75.€
Gas processing fe« 45.C 33.1 32.2
Other 34.¢ 30.¢ 15.¢
354.€ 261.( 178.¢
Business interruption insurance - 3.C 6.C
Total revenues $ 5885.. $ 6,994.! 5,476..
The following table shows a reconciliation of ofgérg margin to net income for the periods presented
2012 2011 2010
Reconciliation of operating margin to net income
Operating margil $ 693.€ $ 668.4 521.:
Depreciation and amortization expel (197.¢ (181.0 (185.5
General and administrative expel (139.9 (136.7) (144.9
Interest expense, n (120.9 (111.9) (110.9
Income tax expens (36.9 (26.€) (22.5)
Other, net (39.2) 2.4 5.2
Net income $ 159.. $ 215. 63.:
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Note 24—Selected Quarterly Financial Data (Unaudit)

Our results of operations by quarter for the yesmded December 31, 2012 and 2011 were as follows:

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(In millions, except per share amounts)

2012

Revenue! $ 1,645.¢ 1,319.. % 1,393! $ 1,527.: 5,885.
Gross margir 261.¢ 244.¢ 240.5 260.1 1,006.°
Operating incom 107.5 83.2 59.C 86.4 336.<
Net income 69.2 43.t 19.C 27.€ 159.:
Net income attributable to Targa / common sharedrs 9.€ 8.€ 8.7 11.2 38.1
Net income per common she- basic $ 0.2¢ 021 $ 021 $ 0.27 0.9¢
Net income per common she- diluted $ 0.2¢ 021 $ 021 $ 0.27 0.91
2011

Revenue! $ 1,618.¢ 1,728.0 % 1,713¢ % 1,934.( 6,994.!
Gross margir 217.¢ 250.5 228.1 259.5 955.¢
Operating incom: 73.t 98.t 70.¢ 108.: 351.1
Net income 40.¢ 63.2 36.5 74.¢ 215.¢
Net income attributable to Targa / common sharedrs 6.€ 10.t 4.¢ 8.5 30.7
Net income per common she- basic $ 0.17 0.2¢ $ 0.1z $ 0.21 0.7t
Net income per common sheé- diluted $ 0.1¢€ 028 3 01z $ 0.2C 0.7¢
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Note 25— Condensed Parent Only Financial Sta temest

The condensed financial statements represent tla@dial information required by Rule®k of the Securities and Exchange Commis

Regulation S-X for Targa Resources Corp.

In the condensed financial statements, Targavestments in consolidated subsidiaries areepted under the equity method of accoun
Under this method, the assets and liabilities Gfi@ks are not consolidated. The investmentséhassets of the consolidated subsidiarie
recorded in the balance sheets. Intercompany dadinigs related to the Holdco debt extinguishmeandactions (See Note 10) have t
eliminated. The income (loss) from operations ef ¢bnsolidated subsidiaries is reported as equitydome (loss) of consolidated subsidiar

A substantial amount of Targabperating, investing and financing activities emeducted by its affiliates. The condensed finalnsiatemen

should be read in conjunction with Targa’'s consakd financial statements, which begin on pageoFtBis Annual Report.

TARGA RESOURCES CORP.
PARENT ONLY
CONDENSED BALANCE SHEET

ASSETS
Investment in consolidated subsidiar
Deferred income taxe
Long-term debt issue costs

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Accrued current liabilitie:
Long-term debt
Other lon¢-term liabilities
Commitments and contingenci
Convertible cumulative participating series B predd stock
Targa Resources Corp. stockholders' equity
Total liabilities and stockholders' equity
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December 31,

2012 2011
(In millions)
201.¢ $ 232.:
24.F 16.C
1.7 0.4
227.¢ $ 248.7
1t $ =
82.C 89.:
0.2 1.3
144.1 158.1
227.8 $ 248.7
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TARGA RESOURCES CORP.

PARENT ONLY

CONDENSED STATEMENT OF OPERATIONS

Equity in net income (loss) of consolidated sulzsigs
General and administrative expen

Gain on sale of assets

Income (loss) from operatiol

Other income (expense

Gain on debt extinguishme

Interest expense

Income (loss) before income tax

Deferred income tax (expense) benefit

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

Dividends on common equivalents

Net income (loss) available to common sharehol

Net income (loss) available per common sk- basic
Net income (loss) available per common st- diluted

Weighted average shares outstanc- basic
Weighted average shares outstanc- diluted

Year Ended December 31,

2012 2011 2010
(In millions, except per share amounts
$ 40.¢ $ 38¢ $ (16.9)
(8.2 (8.5 (20.5)
- - 1.1
32.€ 30.4 (35.7)
0.2 - 35.2
(3.2) (3.7 (11.2)
29.€ 27.2 (11.7)
8.5 3.4 (3.9
38.1 30.7 (15.0
- - (9.5
- - (177.9)
$ 381 $ 30.7 $ (202.7)
$ 0.9: $ 0.7t $ (30.94)
$ 091 $ 0.74 $ (30.99)
41.C 41.C 6.5
41.¢ 41.4 6.5
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TARGA RESOURCES CORP.
PARENT ONLY
CONDENSED STATEMENT OF CASH FLOWS

Net cash used in operating activit

Investing activities
Distribution and return of advances from consokdatubsidiaries

Net cash provided by investing activiti

Financing activities

Long-term debt borrowing

Long-term debt repaymen

Costs incurred in connection with financing arrangats
Issuance of common sto

Repurchase of common stc

Dividends to common and common equivalent sharehs
Dividends to preferred sharehold

Excess tax benefit from stc-based award

Distribution to owners

Net cash used in financing activiti
Net increase (decrease) in cash and cash equis

Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year
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Year Ended December 31

2012 2011 2010
(In millions)

0c $ - $ (4.9
78.5 38.2 721.(
78.t 38.2 721.(
90.C - -
(96.€) - (269.9)
(1.0 - -
- = 0.¢
(9.5 - (0.
(62.2) (38.2) (210.))
- - (238.0
(1.9 i i
(79.9) (38.2) (716.)
- % - % -




Exhibit 21.1
Targa Resources Corp. Subsidiary List
Entity Name Jurisdiction of
Formation
Cedar Bayou Fractionators, L. Delaware
DEVCO Holdings LLC Delaware
Downstream Energy Ventures Co., L.L Delaware
Gulf Coast Fractionatol Texas
Sound Pipeline Company, LL Washingtor
TRI Resources Inc Delaware
Targa Assets LL( Colorada
Targa Badlands LL( Delaware
Targa Canada Liquids In British Columbia
Targa Capital LLC Delaware
Targa Cogen LLC Delaware
Targa Downstream LL¢ Delaware
Targa Fort Berthold Gathering LL Colorada
Targa GP Inc Delaware
Targa Gas Marketing LL( Delaware
Targa Gas Pipeline LLt Delaware
Targa Gas Processing LL Delaware
Targa Intrastate Pipeline LL Delaware
Targa LP Inc Delaware
Targa Liquids Marketing and Trade LL Delaware
Targa Louisiana Intrastate LL Delaware
Targa MLP Capital LLC Delaware
Targa Midstream Services LL Delaware
Targa NGL Pipeline Company LL Delaware
Targa Receivables LL Delaware
Targa Resources Employee Relief Organize Texas
Targa Resources Finance Corpora Delaware
Targa Resources GP LL Delaware
Targa Resources Investments Sub Delaware
Targa Resources LL Delaware
Targa Resources Operating GP L Delaware
Targa Resources Operating LI Delaware
Targa Resources Partners Finance Corpor. Delaware
Targa Resources Partners Delaware
Targa Sound Terminal LL: Delaware
Targa Terminals LL( Delaware
Targa Transport LL( Delaware
Targa Versado Holdings L Delaware
Venice Energy Services Company, L.L Delaware
Venice Gathering System, L.L.! Delaware
Versado Gas Processors, L.L Delaware

Warren Petroleum Company LL Delaware




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No.B38082) of Targa Resources Corp. of
our report dated February 19, 2013, relating ¢éoabnsolidated financial statements and the effecéiss of internal control over financial
reporting, which appears in this Form 10-K.

/s/PricewaterhouseCoopers LLP
Houston, Texas
February 19, 2013




Exhibit 31.1
CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Joe Bob Perkins, certify that:
1. | have reviewed this Annual Report on Form 16fRarga Resources Corp. (the “registrant”);

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgitate a material fact necessary tor
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadexchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedartee designed under our supervisio
ensure that material information relating to thgistant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financigparting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reportingnd the preparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registganisclosure controls and procedures and preseéntdds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in the siggnt’s internal control over financial reportitizat occurred during the registrantnos
recent fiscal quarter (the registramfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registran$ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @bmver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cordawer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a s@mifrole in the registramst’interna
control over financial reporting.

Date: February 19, 2013

By: /s/ Joe Bob Perkins

Name: Joe Bob Perkit

Title: Chief Executive Officer of Targa Resources
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Matthew J. Meloy, certify that:
1. | have reviewed this Annual Report on Form 16fRarga Resources Corp. (the “registrant”);

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgitate a material fact necessary tor
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadexchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedartee designed under our supervisio
ensure that material information relating to thgistant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financigparting, or caused such internal control overrfaial reporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registganisclosure controls and procedures and preseéntdds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in the siggnt’s internal control over financial reportitizat occurred during the registrantnos
recent fiscal quarter (the registramfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registran$ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @bmver financial reportin
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cordawer financial reporting which &
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a s@mifrole in the registramst’interna
control over financial reporting.

Date: February 19, 2013

By: /s/ Matthew J. Meloy

Name: Matthew J. Melo

Title: Senior Vice President, Chief Financial O#ficand Treasurer of Targa Resources Corp.
(Principal Financial Officer)




Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTT O
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form KGf Targa Resources Corp., for the year ended mbee 31, 2012 as filed with t
Securities and Exchange Commission on the dateh@he “Report”),Joe Bob Perkins, as Chief Executive Officer of BaResources Cor
hereby certifies, pursuant to 18 U.S.C. Section013% adopted pursuant to Section 906 of the Seslaxley Act of 2002, that, to F
knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExafeAct of 1934, as amended; and

(2) The information contained in the Report faigsesents, in all material respects, the finanoimdition and results of operations of Te
Resources Corp.

By: /s/ Joe Bob Perkins
Name: Joe Bob Perkir
Title: Chief Executive Officer of Targa Resourcesrx

Date: February 19, 2013

A signed original of this written statement reqditgy Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thectienic version of this written statement requitedSection 906, has been provided to T
and will be retained by Targa and furnished to Sexurities and Exchange Commission or its stafhupquest.




Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on FormK @f Targa Resources Corp. for the year ended Dbeeil, 2012 as filed with the Securi
and Exchange Commission on the date hereof (thedR®, Matthew J. Meloy, as Chief Financial Officer of §arResources Corp., her:
certifies, pursuant to 18 U.S.C. Section 1350,capted pursuant to Section 906 of the Sarbanesy@deof 2002, that, to his knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExafeAct of 1934, as amended; and

(2) The information contained in the Report faigsesents, in all material respects, the finanoimdition and results of operations of Te
Resources Corp.

By: /s/ Matthew J. Meloy

Name: Matthew J. Melo

Title: Senior Vice President, Chief Financial Officand Treasurer of
Targa Resources Corp.

Date: February 19, 2013

A signed original of this written statement reqditgy Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thectienic version of this written statement requitedSection 906, has been provided to T
and will be retained by Targa and furnished to Sexurities and Exchange Commission or its stafhupquest.




