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811 Main Street, Suite 3700
Houston, Texas 77002

(713) 546-5400

Approximate date of commencement of proposed sale to the public:
From time to time after the effective date of this Registration Statement.

           If the only securities being registered on this Form are to be offered pursuant to dividend or interest reinvestment plans, please check the following box.    o

           If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, as amended, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box.    ý

           If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following box and list
the Securities Act registration statement number of the earlier effective registration statement for the same offering.    o

           If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement for the same offering.    o

           If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective upon filing
with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box.    ý

           If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional securities or
additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.    o

           Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated
filer ý

Accelerated
filer o

Non-accelerated filer o

(Do not check if a
smaller reporting

company)

Smaller reporting
company o

CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities
to Be Registered

Amount to Be
Registered(1)

Proposed Maximum
Offering Price per

Unit

Proposed Maximum
Aggregate Offering

Price(2)
Amount of

Registration Fee

Common Units Representing Limited Partner
Interests � � � �

Debt Securities(3) � � � �

Total Primary Offering (1) (2) $� $�

(1)
There are being registered hereunder a presently indeterminate number of common units representing limited partner interests in Phillips 66
Partners LP and an indeterminate principal amount of debt securities. This registration statement also covers an indeterminate amount of securities as
may be issued in exchange for, or upon conversion or exercise of, as the case may be, the securities registered hereunder.

(2)
The proposed maximum offering price per unit for each class of securities and the proposed maximum aggregate offering price for each class of
securities to be registered is not specified pursuant to General Instruction II.E. of Form S-3.

(3)
In accordance with Rules 456(b) and 457(r) under the Securities Act of 1933, the registrant is deferring payment of all of the registration fee and will
pay the registration fee subsequently in advance or on a pay-as-you-go basis.
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 EXPLANATORY NOTE

        This Post-Effective Amendment No. 1 to the Registration Statement on Form S-3 (Registration No. 333-197797) of Phillips 66 Partners LP
(the "Partnership") and Phillips 66 Partners Finance Corporation (the "Registration Statement") is being filed to (i) deregister all guarantees of
debt securities covered by the Registration Statement, (ii) remove as co-registrants under the Registration Statement the subsidiaries of the
Partnership that had registered the issuance of the guarantees of debt securities, (iii) remove the description of the guarantees of debt securities
from the related base prospectus that forms a part of the Registration Statement and (iv) file additional exhibits to the Registration Statement.
This Post-Effective Amendment No. 1 shall become effective immediately upon filing with the SEC.
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PROSPECTUS

Phillips 66 Partners LP
Phillips 66 Partners Finance Corporation

Common Units Representing Limited Partner Interests
Debt Securities

        We may from time to time, in one or more offerings, offer and sell common units representing limited partner interests in Phillips 66
Partners LP or debt securities described in this prospectus. The debt securities may be issued by Phillips 66 Partners LP or co-issued by Phillips
66 Partners Finance Corporation. We refer collectively to the common units and the debt securities as the "securities."

        This prospectus describes only the general terms of these securities and the general manner in which we will offer the securities. The
specific terms of any securities we offer will be included in a supplement to this prospectus. The prospectus supplement will describe the
specific manner in which we will offer the securities and also may add, update or change information contained in this prospectus. The names of
any underwriters and the specific terms of a plan of distribution will be stated in the prospectus supplement. You should carefully read this
prospectus and the applicable prospectus supplement before you invest in any of our securities.

        We may offer and sell the securities in amounts, at prices and on terms to be determined by market conditions and other factors at the time
of the offering. No securities may be sold without the delivery of this prospectus and the applicable prospectus supplement describing the
method and terms of the offering of such securities.

        Our common units are traded on the New York Stock Exchange, or the NYSE, under the symbol "PSXP."

Investing in our securities involves risks. You should carefully consider the factors described under "Risk
Factors" beginning on page 2 of this prospectus and any similar section contained in the applicable prospectus
supplement before you make an investment in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities
or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is March 31, 2015.
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        In making your investment decision, you should rely only on the information contained or incorporated by reference in this prospectus. We
have not authorized anyone to provide you with any other information. If anyone provides you with different or inconsistent information, you
should not rely on it.

You should not assume that the information contained in this prospectus is accurate as of any date other than the date on the front
cover of this prospectus. You should not assume that the information contained in the documents incorporated by reference in this
prospectus is accurate as of any date other than the respective dates of those documents. Our business, financial condition, results of
operations and prospects may have changed since those dates.

i
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 ABOUT THIS PROSPECTUS

        This prospectus is part of a registration statement on Form S-3 that we have filed with the Securities and Exchange Commission, or the
SEC, as a "well-known seasoned issuer" as defined in Rule 405 under the Securities Act of 1933 as amended, or the Securities Act, utilizing a
"shelf" registration process or continuous offering process. Under this shelf registration process, we may, from time to time, sell an unlimited
amount of the securities described in this prospectus in one or more offerings.

        This prospectus provides you with a general description of Phillips 66 Partners LP and the securities that are registered hereunder that may
be offered by us. Each time we sell any securities offered by this prospectus, we will provide a prospectus supplement that will contain specific
information about the terms of that offering and the securities being offered. To the extent information in this prospectus is inconsistent with the
information contained in a prospectus supplement, you should rely on the information in the prospectus supplement.

        A prospectus supplement may include additional risk factors or other special considerations applicable to those securities and may also add,
update or change information in this prospectus. Additional information, including our financial statements and the notes thereto, is incorporated
in this prospectus by reference to our reports filed with the SEC. Please read "Where You Can Find More Information." You are urged to read
carefully this prospectus and any attached prospectus supplements relating to the securities offered to you, together with the additional
information described under the heading "Where You Can Find More Information," before investing in our common units or debt securities.

        Unless the context otherwise requires, references in this prospectus to "Phillips 66 Partners LP," "the Partnership," "we," "our," "us," or like
terms refer to Phillips 66 Partners LP and our subsidiaries. "Phillips 66" refers to Phillips 66 and its consolidated subsidiaries, other than Phillips
66 Partners LP, our subsidiaries and our general partner.

ii
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 WHERE YOU CAN FIND MORE INFORMATION

        We have filed a registration statement with the SEC under the Securities Act that registers the securities offered by this prospectus. The
registration statement, including the attached exhibits, contains additional relevant information about us. The rules and regulations of the SEC
allow us to omit some information included in the registration statement from this prospectus.

        The SEC allows us to "incorporate by reference" the information we have filed with the SEC. This means that we can disclose important
information to you without actually including the specific information in this prospectus by referring you to other documents filed separately
with the SEC. These other documents contain important information about us, our financial condition and our results of operations. The
information incorporated by reference is an important part of this prospectus. Information that we file later with the SEC will automatically
update and may replace information in this prospectus and information previously filed with the SEC.

        We incorporate by reference the documents listed below and any future filings we make with the SEC under Sections 13(a), 13(c), 14 or
15(d) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), excluding any information in those documents that is deemed
by the rules of the SEC to be furnished not filed, until the termination of the registration statement:

�
our annual report on Form 10-K for the year ended December 31, 2014, which was filed with the SEC on February 13, 2015;

�
our Current Reports on Form 8-K filed with the SEC on February 17, 2015, February 23, 2015 and March 2, 2015;

�
the description of our common units contained in our registration statement on Form 8-A (File No. 001-36011) filed with the
SEC on July 18, 2013, and including any other amendments or reports filed for the purpose of updating such description.

        Our principal executive offices are located at 3010 Briarpark Drive, Houston, Texas 77042, and our telephone number is (855) 283-9237.
Our common units trade on the New York Stock Exchange under the symbol "PSXP." We file annual, quarterly and other reports and other
information with the SEC. You may read and copy any document that we file with the SEC at the SEC's Public Reference Room at 100 F Street,
N.E., Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. Our SEC filings are also available to the public on the SEC's website at http://www.sec.gov. We also make available, free of
charge on our website at http://www.phillips66partners.com,  all materials that we electronically file with the SEC, including our annual reports
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, Section 16 reports, and amendments to these reports as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the SEC. The information on our website, however, is not,
and should not be deemed to be, a part of this prospectus. You may request a copy of any document incorporated by reference in this prospectus
(including exhibits to those documents specifically incorporated by reference in this prospectus), free of charge by contacting us at Phillips 66
Partners LP, Attention: Investor Relations, 3010 Briarpark Drive, Houston, Texas 77042, (855) 283-9237, or
investorrelations@p66partners.com. We also post on our website our governance guidelines, code of business ethics and conduct, and the
charter for the audit committee of our board of directors.

iii
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 FORWARD-LOOKING STATEMENTS

        Some of the statements and information included in this prospectus, any prospectus supplement and the information incorporated by
reference in this prospectus or any prospectus supplement may contain forward-looking statements. You can identify our forward-looking
statements by the words "anticipate," "estimate," "believe," "budget," "continue," "could," "intend," "may," "plan," "potential," "predict," "seek,"
"should," "will," "would," "expect," "objective," "projection," "forecast," "goal," "guidance," "outlook," "effort," "target" and similar
expressions.

        We based the forward-looking statements on our current expectations, estimates and projections about us and the industries in which we
operate in general. We caution you these statements are not guarantees of future performance as they involve assumptions that, while made in
good faith, may prove to be incorrect, and involve risks and uncertainties we cannot predict. In addition, we based many of these
forward-looking statements on assumptions about future events that may prove to be inaccurate. Accordingly, our actual outcomes and results
may differ materially from what we have expressed or forecast in the forward-looking statements. Any differences could result from a variety of
factors, including the following:

�
The continued ability of Phillips 66 to satisfy its obligations under our commercial and other agreements.

�
The volume of crude oil and refined petroleum products we transport, terminal and store.

�
The tariff rates with respect to volumes that we transport through our regulated assets, which rates are subject to review and
possible adjustment by federal and state regulators.

�
Changes in revenue we realize under the loss allowance provisions of our regulated tariffs resulting from changes in
underlying commodity prices.

�
Fluctuations in the prices for crude oil and refined petroleum products.

�
Changes in global economic conditions and the effects of a global economic downturn on the business of Phillips 66 and the
business of its suppliers, customers, business partners and credit lenders.

�
Liabilities associated with the risks and operational hazards inherent in transporting, terminaling and storing crude oil,
natural gas liquids and refined petroleum products.

�
Curtailment of operations due to severe weather disruption; riots, strikes, lockouts or other industrial disturbances; or failure
of information technology systems due to various causes, including unauthorized access or attack.

�
Inability to timely obtain or maintain permits, including those necessary for capital projects; comply with government
regulations; or make capital expenditures required to maintain compliance.

�
Failure to timely complete construction of announced and future capital projects.

�
Costs or liabilities associated with federal, state and local laws and regulations relating to environmental protection and
safety, including spills, releases and pipeline integrity. Costs associated with compliance with evolving environmental laws
and regulations on climate change. Costs associated with compliance with safety regulations, including pipeline integrity
management program testing and related repairs.
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�
Changes in the cost or availability of third-party vessels, pipelines, rail cars and other means of delivering and transporting
crude oil and refined petroleum products.

iv
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�
Direct or indirect effects on our business resulting from actual or threatened terrorist incidents or acts of war.

�
The operation and financing decisions of our joint ventures.

        When considering forward-looking statements, you should keep in mind the risk factors and other cautionary statements set forth in this
prospectus and any prospectus supplement, as well as other written and oral statements made or incorporated by reference from time to time by
us in other reports and filings with the SEC. All forward-looking statements included in this prospectus, any prospectus supplement and all
subsequent written or oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety
by these cautionary statements. The forward-looking statements speak only as of the date made, other than as required by law, and we undertake
no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events, or otherwise.

v
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 ABOUT PHILLIPS 66 PARTNERS LP

        We are a growth-oriented master limited partnership formed in 2013 by Phillips 66 to own, operate, develop and acquire primarily
fee-based crude oil, refined petroleum product and natural gas liquids (NGL) pipelines and terminals and other transportation and midstream
assets. Our assets consist of crude oil, NGL and refined petroleum product pipeline, terminal, rail racks and storage facilities in the Central, Gulf
Coast, Atlantic Basin and Western regions of the United States that are integral to the Phillips 66 refining and marketing operations they support.

        We generate revenue primarily by charging tariffs and fees for transporting crude oil and refined petroleum products through our pipelines
and terminaling and storing crude oil and refined petroleum products at our terminals, rail racks and storage facilities. We do not take ownership
of the crude oil or refined petroleum products that we transport, terminal and store, and we do not engage in the trading of any commodities. We
have multiple commercial agreements with Phillips 66 that currently are the source of a substantial portion of our revenue. These agreements are
long-term, fee-based agreements with minimum volume commitments and inflation escalators. Phillips 66 accounted for 95%, 94% and 95% of
our total revenues for the years ended December 31, 2014, 2013 and 2012, respectively.

        Our general partner, Phillips 66 Partners GP LLC, is a Delaware limited liability company. We are managed and controlled by our general
partner.

        We own 100% of Phillips 66 Partners Finance Corporation ("Partners Finance"). Partners Finance was organized for the purpose of
co-issuing our debt securities and has no material assets or liabilities other than as co-issuer of our debt securities. Its activities will be limited to
co-issuing our debt securities and engaging in activities related thereto.

        Our executive offices are located at 3010 Briarpark Drive, Houston, Texas 77042, and our telephone number is (855) 283-9237. Our
website is located at http://www.phillips66partners.com .

1
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 RISK FACTORS

        An investment in our securities involves risks. Before you invest in our securities, you should carefully consider the risk factors included in
our most recent annual report on Form 10-K, subsequent quarterly reports on Form 10-Q, current reports on Form 8-K and those that may be
included in any applicable prospectus supplement, as well as risks described in "Management's Discussion and Analysis of Financial Condition
and Results of Operations" and cautionary notes regarding forward-looking statements included or incorporated by reference in this prospectus,
together with all of the other information included or incorporated by reference in this prospectus, any prospectus supplement and the documents
we incorporate by reference.

        If any of these risks were to materialize, our business, results of operations, cash flows and financial condition could be materially
adversely affected. In that case, our ability to make distributions to our unitholders may be reduced, the trading price of our securities could
decline and you could lose all or part of your investment.

 USE OF PROCEEDS

        Unless otherwise indicated to the contrary in an applicable prospectus supplement, we will use the net proceeds from the sale of the
securities covered by this prospectus for general partnership purposes, which may include debt repayment, future acquisitions, capital
expenditures and additions to working capital.

        Any allocation of the net proceeds of an offering of securities to a specific purpose will be determined at the time of the offering and will be
described in a prospectus supplement.

 RATIO OF EARNINGS TO FIXED CHARGES

        The following table sets forth our ratio of earnings to fixed charges for the periods indicated on a consolidated historical basis. For purposes
of computing the ratio of earnings to fixed charges, "earnings" are defined as income before taxes plus fixed charges less capitalized interest.
"Fixed charges" consist of interest expensed and capitalized, amortization of deferred loan costs and an estimate of interest within rent expense.

Predecessor to
Phillips 66

Partners LP

Year Ended
December 31,Year Ended

December 31,
2014

Year Ended
December 31,

2013 2012 2011
Ratio of Earnings to Fixed Charges 24.6X 325.0X (1) (1)

(1)
Not applicable as we did not incur fixed charges in 2012 and 2011.

2
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 DESCRIPTION OF OUR COMMON UNITS

        The following description of our common units is not complete and may not contain all the information you should consider before
investing in our common units. This description is summarized from, and qualified in its entirety by reference to, our partnership agreement,
which has been publicly filed with the SEC. See "Where You Can Find More Information."

The Units

        The common units represent limited partner interests in us. The holders of common units, along with holders of subordinated units, are
entitled to participate in partnership distributions and exercise the rights or privileges available to limited partners under our partnership
agreement. For a description of the relative rights and preferences of holders of common units and subordinated units in and to partnership
distributions, please read this section and "Provisions of Our Partnership Agreement Relating to Cash Distributions." For a description of the
rights and privileges of limited partners under our partnership agreement, including voting rights, please read "Our Partnership Agreement." Our
outstanding common units are listed on the NYSE under the symbol "PSXP" and any additional common units we issue will also be listed on the
NYSE. As of March 27, 2015, 46,664,624 common units and 35,217,112 subordinated units were outstanding.

Transfer Agent and Registrar

Duties

        American Stock Transfer & Trust Company, LLC serves as registrar and transfer agent for our common units. We pay all fees charged by
the transfer agent for transfers of common units, except for the following, which must be paid by unitholders:

�
surety bond premiums to replace lost or stolen certificates, or to cover related taxes and other governmental charges;

�
special charges for services requested by a holder of a common unit; and

�
other similar fees or charges.

        There is no charge to unitholders for disbursements of our cash distributions. We will indemnify the transfer agent, its agents and each of
their stockholders, directors, officers and employees against all claims and losses that may arise out of acts performed or omitted for its activities
in that capacity, except for any liability due to any gross negligence or intentional misconduct of the indemnified person or entity.

Resignation or Removal

        The transfer agent may resign, by notice to us, or be removed by us. The resignation or removal of the transfer agent will become effective
upon our appointment of a successor transfer agent and registrar and its acceptance of the appointment. If no successor has been appointed and
has accepted the appointment within 30 days after notice of the resignation or removal, our general partner may act as the transfer agent and
registrar until a successor is appointed.

3
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Transfer of Common Units

        Upon the transfer of a common unit in accordance with our partnership agreement, each transferee of common units shall be admitted as a
limited partner with respect to the common units transferred when such transfer and admission are reflected in our books and records. Each
transferee:

�
automatically agrees to be bound by the terms and conditions of, and is deemed to have executed, our partnership agreement;

�
represents and warrants that the transferee has the right, power, authority, and capacity to enter into our partnership
agreement; and

�
gives the consents, waivers and approvals contained in our partnership agreement.

        Our general partner will cause any transfers to be recorded on our books and records no less frequently than quarterly.

        We may, at our discretion, treat the nominee holder of a common unit as the absolute owner. In that case, the beneficial holder's rights are
limited solely to those that it has against the nominee holder as a result of any agreement between the beneficial owner and the nominee holder.

        Common units are securities and any transfers are subject to the laws governing the transfer of securities. In addition to other rights
acquired upon transfer, the transferor gives the transferee the right to become a substituted limited partner in our partnership for the transferred
common units.

        Until a common unit has been transferred on our books, we and the transfer agent may treat the record holder of the common unit as the
absolute owner for all purposes, except as otherwise required by law or stock exchange regulations.

4
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 DESCRIPTION OF OUR DEBT SECURITIES

        The following description, together with the additional information we include in any applicable prospectus supplement, summarizes
certain general terms and provisions of the debt securities that we may offer under this prospectus. When we offer to sell a particular series of
debt securities, we will describe the specific terms of the series in a supplement to this prospectus. We will also indicate in the supplement to
what extent the general terms and provisions described in this prospectus apply to a particular series of debt securities. To the extent the
information contained in the prospectus supplement differs from this summary description, you should rely on the information in the prospectus
supplement.

        We may issue debt securities either separately, or together with, or upon the conversion or exercise of or in exchange for, other securities
described in this prospectus. Debt securities may be our senior, senior subordinated or subordinated obligations and, unless otherwise specified
in a supplement to this prospectus, the debt securities will be our direct, unsecured obligations and may be issued in one or more series. In the
event that any series of debt securities will be subordinated to other indebtedness that we have outstanding or may incur, the terms of the
subordination will be set forth in the prospectus supplement relating to the subordinated debt securities.

        The debt securities will be issued under the indenture, dated as of February 23, 2015, between us and The Bank of New York Mellon Trust
Company, National Association, as trustee (the "indenture"). We have summarized select portions of the indenture below. The summary is not
complete. The indenture has been filed as an exhibit to the registration statement and you should read the indenture for provisions that may be
important to you. In the summary below, we have included references to the section numbers of the indenture so that you can easily locate these
provisions. Capitalized terms used in the summary and not defined herein have the meanings specified in the indenture.

        As used in this section only, references to "the Partnership" refer only to Phillips 66 Partners LP, and the words "we," "us" or "our" refer
only to the Partnership and, in the event it acts as co-issuer of the debt securities, Partners Finance, but it does not refer to any of our other
subsidiaries or, in the event that Partners Finance does not act as co-issuer of the debt securities, Partners Finance.

General

        The terms of each series of debt securities will be established by or pursuant to a resolution of the board of directors of our general partner
and set forth or determined in the manner provided in a resolution of such board of directors, in an officer's certificate or by a supplemental
indenture. (Section 2.2) The particular terms of each series of debt securities will be described in a prospectus supplement relating to such series
(including any pricing supplement or term sheet).

        We can issue an unlimited amount of debt securities under the indenture that may be in one or more series with the same or various
maturities, at par, at a premium, or at a discount. (Section 2.1) We will set forth in a prospectus supplement (including any pricing supplement or
term sheet) relating to any series of debt securities being offered the aggregate principal amount and the following terms of such series of debt
securities, if applicable:

�
whether Partners Finance is acting as co-issuer;

�
the title and ranking of the debt securities (including the terms of any subordination provisions);

�
the price or prices (expressed as a percentage of the principal amount) at which we will sell the debt securities;

�
any limit on the aggregate principal amount of the debt securities;

�
the date or dates on which the principal of the securities of the series is payable;

5
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�
the rate or rates (which may be fixed or variable) per annum or the method used to determine the rate or rates (including any
commodity, commodity index, stock exchange index or financial index) at which the debt securities will bear interest, the
date or dates from which interest will accrue, the date or dates on which interest will commence and be payable and any
regular record date for the interest payable on any interest payment date;

�
the place or places where principal of, and interest, if any, on the debt securities will be payable (and the method of such
payment), where the securities may be surrendered for registration of transfer or exchange, and where notices and demands
to us in respect of the debt securities may be delivered;

�
the period or periods within which, the price or prices at which and the terms and conditions upon which we may redeem the
debt securities at our option;

�
any obligation we have to redeem or purchase the debt securities pursuant to any sinking fund or analogous provisions or at
the option of a holder of debt securities and the period or periods within which, the price or prices at which and the terms
and conditions upon which securities shall be redeemed or purchased, in whole or in part, pursuant to such obligation;

�
the dates on which and the price or prices at which we will repurchase debt securities at the option of the holders of debt
securities and other detailed terms and provisions of these repurchase obligations;

�
the denominations in which the debt securities will be issued, if other than denominations of $1,000 and any integral
multiple thereof;

�
whether the debt securities will be issued in the form of certificated debt securities or global debt securities;

�
the portion of principal amount of the debt securities payable upon declaration of acceleration of the maturity date, if other
than the principal amount;

�
the currency of denomination of the debt securities, which may be United States Dollars or any foreign currency, and if such
currency of denomination is a composite currency, the agency or organization, if any, responsible for overseeing such
composite currency;

�
the designation of the currency, currencies or currency units in which payment of principal of and interest on the debt
securities will be made;

�
if payments of principal of or interest on the debt securities will be made in one or more currencies or currency units other
than that or those in which the debt securities are denominated, the manner in which the exchange rate with respect to these
payments will be determined;

�
the manner in which the amounts of payment of principal of or interest on the debt securities will be determined, if these
amounts may be determined by reference to an index based on a currency or currencies or by reference to a commodity,
commodity index, stock exchange index or financial index;

�
any provisions relating to any security provided for the debt securities;
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�
any addition to, deletion of or change in the Events of Default described in this prospectus or in the indenture with respect to
the debt securities and any change in the acceleration provisions described in this prospectus or in the indenture with respect
to the debt securities;

�
any addition to, deletion of or change in the covenants described in this prospectus or in the indenture with respect to the
debt securities;
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�
any depositaries, interest rate calculation agents, exchange rate calculation agents or other agents with respect to the debt
securities;

�
the provisions, if any, relating to conversion or exchange of any debt securities, including, if applicable, the conversion or
exchange price and period, provisions as to whether conversion or exchange will be mandatory at the option of the holders
or of us, the events requiring an adjustment of the conversion or exchange price and provisions affecting conversion or
exchange; and

�
any other terms of the debt securities, which may supplement, modify or delete any provision of the indenture as it applies to
that series, including any terms that may be required under applicable law or regulations or advisable in connection with the
marketing of the securities. (Section 2.2)

        We may issue debt securities that provide for an amount less than their stated principal amount to be due and payable upon declaration of
acceleration of their maturity pursuant to the terms of the indenture. We will provide you with information on the federal income tax
considerations and other special considerations applicable to any of these debt securities in the applicable prospectus supplement.

        If we denominate the purchase price of any of the debt securities in a foreign currency or currencies or a foreign currency unit or units, or if
the principal of and any premium and interest on any series of debt securities is payable in a foreign currency or currencies or a foreign currency
unit or units, we will provide you with information on the restrictions, elections, general tax considerations, specific terms and other information
with respect to that issue of debt securities and such foreign currency or currencies or foreign currency unit or units in the applicable prospectus
supplement.

Transfer and Exchange

        Each debt security will be represented by either one or more global securities registered in the name of The Depository Trust Company, or
the Depositary, or a nominee of the Depositary (we will refer to any debt security represented by a global debt security as a "book-entry debt
security"), or a certificate issued in definitive registered form (we will refer to any debt security represented by a certificated security as a
"certificated debt security") as set forth in the applicable prospectus supplement. Except as set forth under the heading "Global Debt Securities
and Book-Entry System" below, book-entry debt securities will not be issuable in certificated form.

        Certificated Debt Securities.    You may transfer or exchange certificated debt securities at any office we maintain for this purpose in
accordance with the terms of the indenture. (Section 2.4) No service charge will be made for any transfer or exchange of certificated debt
securities, but we may require payment of a sum sufficient to cover any tax or other governmental charge payable in connection with a transfer
or exchange. (Section 2.7)

        You may effect the transfer of certificated debt securities and the right to receive the principal of, premium and interest on certificated debt
securities only by surrendering the certificate representing those certificated debt securities and either reissuance by us or the trustee of the
certificate to the new holder or the issuance by us or the trustee of a new certificate to the new holder.

        Global Debt Securities and Book-Entry System.    Each global debt security representing book-entry debt securities will be deposited with,
or on behalf of, the Depositary, and registered in the name of the Depositary or a nominee of the Depositary. Please see "Global Securities."

7

Edgar Filing: PHILLIPS 66 PARTNERS LP - Form POSASR

18



Table of Contents

Covenants

        We will set forth in the applicable prospectus supplement any restrictive covenants applicable to any issue of debt securities. (Article IV)

No Protection in the Event of a Change of Control

        Unless we state otherwise in the applicable prospectus supplement, the debt securities will not contain any provisions that may afford
holders of the debt securities protection in the event we have a change in control or in the event of a highly leveraged transaction (whether or not
such transaction results in a change in control) that could adversely affect holders of debt securities.

Consolidation, Merger and Sale of Assets

        We may not consolidate with or merge with or into, or sell, convey, transfer, lease or otherwise dispose of all or substantially all of our
properties and assets to, any person (a "successor person") unless:

�
we are the surviving entity or the successor person (if other than us) is a corporation, limited liability company, partnership,
trust or other entity organized and validly existing under the laws of any U.S. domestic jurisdiction and expressly assumes
our obligations on the debt securities and under the indenture;

�
immediately after giving effect to the transaction, no Default or Event of Default shall have occurred and be continuing; and

�
certain other conditions are met.

        Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its properties to us.
(Section 5.1)

Events of Default

        "Event of Default" means with respect to any series of debt securities, any of the following:

�
default in the payment of any interest upon any debt security of that series when it becomes due and payable, and
continuance of such default for a period of 30 days (unless the entire amount of the payment is deposited by us with the
trustee or with a paying agent prior to the expiration of the 30-day period);

�
default in the payment of principal of any security of that series at its maturity;

�
default in the performance or breach of any other covenant or agreement by us in the indenture (other than a covenant or
agreement that has been included in the indenture solely for the benefit of a series of debt securities other than that series),
which default continues uncured for a period of 90 days after (i) we receive written notice from the trustee or (ii) we and the
trustee receive written notice from the holders of not less than 25% in principal amount of the outstanding debt securities of
that series as provided in the indenture;

�
certain voluntary or involuntary events of bankruptcy, insolvency or reorganization of us;

�
any other Event of Default provided with respect to debt securities of that series that is described in the applicable prospectus
supplement. (Section 6.1)

Edgar Filing: PHILLIPS 66 PARTNERS LP - Form POSASR

19



        No Event of Default with respect to a particular series of debt securities (except as to certain events of bankruptcy, insolvency or
reorganization) necessarily constitutes an Event of Default with respect to any other series of debt securities. (Section 6.1) The occurrence of
certain Events of Default
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or an acceleration under the indenture may constitute an event of default under certain indebtedness of ours or our subsidiaries outstanding from
time to time.

        We will provide the trustee written notice of any Default or Event of Default promptly after becoming aware of the occurrence of such
Default or Event of Default, which notice will describe in reasonable detail the status of such Default or Event of Default and what action we are
taking or propose to take in respect thereof. (Section 4.3)

        If an Event of Default with respect to debt securities of any series at the time outstanding occurs and is continuing, then the trustee or the
holders of at least 25% in principal amount of the outstanding debt securities of that series may, by a notice in writing to us (and to the trustee if
given by the holders), declare to be due and payable immediately the principal of (or, if the debt securities of that series are discount securities,
that portion of the principal amount as may be specified in the terms of that series) and accrued and unpaid interest, if any, on all debt securities
of that series. In the case of an Event of Default resulting from certain events of bankruptcy, insolvency or reorganization, the principal (or such
specified amount) of and accrued and unpaid interest, if any, on all outstanding debt securities will become and be immediately due and payable
without any declaration, notice or other act on the part of the trustee or any holder of outstanding debt securities. At any time after a declaration
of acceleration with respect to debt securities of any series has been made, but before a judgment or decree for payment of the money due has
been obtained, the holders of a majority in principal amount of the outstanding debt securities of that series may rescind and annul the
acceleration and its consequences if all Events of Default, other than the non-payment of accelerated principal and interest, if any, with respect
to debt securities of that series, have been cured or waived as provided in the indenture. (Section 6.2) We refer you to the prospectus supplement
relating to any series of debt securities that are discount securities for the particular provisions relating to acceleration of a portion of the
principal amount of such discount securities upon the occurrence of an Event of Default.

        The indenture provides that the trustee will be under no obligation to exercise any of its rights or powers under the indenture unless the
trustee receives indemnity reasonably satisfactory to it against any cost, liability or expense that might be incurred by it in exercising such right
or power. (Section 7.1(e)) Subject to certain rights of the trustee, the holders of a majority in principal amount of the outstanding debt securities
of any series will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or
exercising any trust or power conferred on the trustee with respect to the debt securities of that series. (Section 6.12)

        No holder of any debt security of any series will have any right to institute any proceeding, judicial or otherwise, with respect to the
indenture or for the appointment of a receiver or trustee, or for any remedy under the indenture, unless:

�
that holder has previously given to the trustee written notice of a continuing Event of Default with respect to debt securities
of that series; and

�
the holders of at least 25% in principal amount of the outstanding debt securities of that series have made written request,
and offered indemnity or security reasonably satisfactory to the trustee, to the trustee to institute the proceeding as trustee,
and the trustee has not received from the holders of not less than a majority in principal amount of the outstanding debt
securities of that series a direction inconsistent with that request and has failed to institute the proceeding within 60 days.
(Section 6.7)

        Notwithstanding any other provision in the indenture, the holder of any debt security will have an absolute and unconditional right to
receive payment of the principal of and any interest on that debt security on or after the due dates expressed in that debt security and to institute
suit for the enforcement of payment. (Section 6.8)
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        The indenture requires us, within 120 days after the end of our fiscal year, to furnish to the trustee a statement as to compliance with the
indenture. (Section 4.3) If a Default or Event of Default occurs and is continuing with respect to the securities of any series and if it is known to
a responsible officer of the trustee, the trustee shall mail to each securityholder of the securities of that series notice of a Default or Event of
Default within 90 days after it occurs. The indenture provides that the trustee may withhold notice to the holders of debt securities of any series
of any Default or Event of Default (except in payment on any debt securities of that series) with respect to debt securities of that series if the
trustee determines in good faith that withholding notice is in the interest of the holders of those debt securities. (Section 7.5)

Modification and Waiver

        We and the trustee may modify and amend or supplement the indenture or the debt securities of any series or waive any provision thereof
without the consent of any holder of any debt security then outstanding:

�
to cure any ambiguity, omission, defect or inconsistency;

�
to comply with covenants in the indenture described above under the heading "Consolidation, Merger and Sale of Assets;"

�
to provide for uncertificated securities in addition to or in place of certificated securities;

�
to surrender any of our rights or powers under the indenture;

�
to add covenants or events of default for the benefit of the holders of debt securities of any series;

�
to comply with the applicable procedures of the applicable depositary;

�
to make any change that does not adversely affect the rights of any holder of debt securities;

�
to provide for the issuance of and establish the form and terms and conditions of debt securities of any series as permitted by
the indenture;

�
to effect the appointment of a successor trustee with respect to the debt securities of any series and to add to or change any of
the provisions of the indenture to provide for or facilitate administration by more than one trustee;

�
to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture under the Trust
Indenture Act; or

�
to comply with the rules or regulations of any securities exchange or automated quotation system on which any of the
securities may be listed or traded. (Section 9.1)

        We may also modify and amend the indenture with the consent of the holders of at least a majority in principal amount of the outstanding
debt securities of each series affected by the modifications or amendments. We may not make any modification or amendment without the
consent of the holders of each affected debt security then outstanding if that amendment will:

�
reduce the amount of debt securities whose holders must consent to an amendment, supplement or waiver;
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�
reduce the principal of or premium on or change the fixed maturity of any debt security or reduce the amount of, or postpone
the date fixed for, the payment of any sinking fund or analogous obligation with respect to any series of debt securities;
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�
reduce the principal amount of discount securities payable upon acceleration of maturity;

�
waive a default or Event of Default in the payment of the principal of, premium or interest on any debt security (except in
connection with a rescission of acceleration of the debt securities of any series by the holders of at least a majority in
aggregate principal amount of the then outstanding debt securities of that series and a related waiver of the payment default
that resulted from such acceleration);

�
make the principal of or premium or interest on any debt security payable in currency other than that stated in the debt
security;

�
make any change to certain provisions of the indenture relating to, among other things, the right of holders of debt securities
to receive payment of the principal of, premium and interest on those debt securities and to institute suit for the enforcement
of any such payment and to waivers or amendments; or

�
waive a redemption payment with respect to any debt security. (Section 9.3)

        Except for certain specified provisions, the holders of at least a majority in principal amount of the outstanding debt securities of any series
may on behalf of the holders of all debt securities of that series waive our compliance with provisions of the indenture. (Section 9.2) The holders
of a majority in principal amount of the outstanding debt securities of any series may on behalf of the holders of all the debt securities of such
series waive any existing or past default and its consequences under the indenture with respect to that series, except a default in the payment of
the principal of, premium or any interest on any debt security of that series; provided, however, that the holders of a majority in principal amount
of the outstanding debt securities of any series may rescind an acceleration and its consequences, including any related payment default that
resulted from the acceleration. (Section 6.13)

Defeasance of Debt Securities and Certain Covenants in Certain Circumstances

        Legal Defeasance.    The indenture provides that, unless otherwise provided by the terms of the applicable series of debt securities, we may
be discharged from any and all obligations in respect of the debt securities of any series (subject to certain exceptions). We will be so discharged
upon the deposit with the trustee, in trust, of money and/or U.S. government obligations or, in the case of debt securities denominated in a single
currency other than U.S. Dollars, government obligations of the government that issued or caused to be issued such currency, that, through the
payment of interest and principal in accordance with their terms, will provide money or U.S. government obligations or both in an amount
sufficient in the opinion of a nationally recognized firm of independent public accountants or investment bank to pay and discharge each
installment of principal, premium and interest on and any mandatory sinking fund payments in respect of the debt securities of that series on the
stated maturity of those payments in accordance with the terms of the indenture and those debt securities.

        This discharge may occur only if, among other things, no default or event of default with respect to the applicable series of debt securities
shall have occurred and be continuing on the date of such deposit or, with regard to any such default or event of default related to bankruptcy, at
any time on or prior to the 90th day after the date of such deposit; and we have delivered to the trustee an opinion of counsel stating that we have
received from, or there has been published by, the United States Internal Revenue Service a ruling or, since the date of execution of the
indenture, there has been a change in the applicable United States federal income tax law, in either case to the effect that, and based thereon such
opinion shall confirm that, the holders of the debt securities of that series will not recognize income, gain or loss for United States federal
income tax purposes as a result of the deposit, defeasance and discharge and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit, defeasance and discharge had not occurred.
(Section 8.3)
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        Defeasance of Certain Covenants.    The indenture provides that, unless otherwise provided by the terms of the applicable series of debt
securities, upon compliance with certain conditions we shall be released from our obligations under the covenant described under the heading
"Consolidation, Merger and Sale of Assets" and certain other covenants set forth in the indenture, as well as any additional covenants that may
be set forth in the applicable prospectus supplement; and any omission to comply with those covenants will not constitute a Default or an Event
of Default with respect to the debt securities of that series ("covenant defeasance").

        The conditions include:

�
depositing with the trustee, in trust, money and/or U.S. government obligations or, in the case of debt securities denominated
in a single currency other than U.S. Dollars, government obligations of the government that issued or caused to be issued
such currency, that, through the payment of interest and principal in accordance with their terms, will provide cash in an
amount sufficient in the opinion of a nationally recognized firm of independent public accountants or investment bank to pay
and discharge each installment of principal, premium and interest on and any mandatory sinking fund payments in respect of
the debt securities of that series on the stated maturity of those payments in accordance with the terms of the indenture and
those debt securities;

�
no default or event of default with respect to the applicable series of debt securities shall have occurred and be continuing on
the date of such deposit or, with regard to any such default or event of default related to bankruptcy, at any time on or prior
to the 90th day after the date of such deposit; and

�
delivering to the trustee an opinion of counsel to the effect that the holders of the debt securities of that series will not
recognize income, gain or loss for United States federal income tax purposes as a result of the deposit and related covenant
defeasance and will be subject to United States federal income tax on the same amounts and in the same manner and at the
same times as would have been the case if the deposit and related covenant defeasance had not occurred. (Section 8.4)

        Covenant Defeasance and Events of Default.    In the event we exercise our option to effect covenant defeasance with respect to any series
of debt securities and the debt securities of that series are declared due and payable because of the occurrence of any Event of Default, the
amount of money and/or U.S. government obligations or foreign government obligations on deposit with the trustee will be sufficient to pay
amounts due on the debt securities of that series at the time of their stated maturity but may not be sufficient to pay amounts due on the debt
securities of that series at the time of the acceleration resulting from the Event of Default. However, we shall remain liable for those payments.
(Section 8.4).

No Personal Liability of Directors, Officers, Employees, Partners or Unitholders

        None of our past, present or future directors, officers, employees, partners or unitholders, as such, will have any liability for any of our
obligations under the debt securities or the indenture or for any claim based on, or in respect or by reason of, such obligations or their creation.
By accepting a debt security, each holder waives and releases all such liability. This waiver and release is part of the consideration for the issue
of the debt securities. However, this waiver and release may not be effective to waive liabilities under U.S. federal securities laws, and it is the
view of the SEC that such a waiver is against public policy.

Governing Law

        The indenture and the debt securities, including any claim or controversy arising out of or relating to the indenture or the securities, will be
governed by the laws of the State of New York (without regard to the conflicts of laws provisions thereof other than Section 5-1401 of the
General Obligations Law). (Section 12.10)
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 PROVISIONS OF OUR PARTNERSHIP AGREEMENT RELATING TO CASH DISTRIBUTIONS

        Set forth below is a summary of the significant provisions of our partnership agreement that relate to cash distributions.

Distributions of Available Cash

General

        Our partnership agreement requires that, within 45 days after the end of each quarter, we distribute all of our available cash to unitholders
of record on the applicable record date.

Definition of available cash

        Available cash generally means, for any quarter, all cash and cash equivalents on hand at the end of that quarter:

�
less, the amount of cash reserves established by our general partner to:

�
provide for the proper conduct of our business (including reserves for our future capital expenditures, future
acquisitions, anticipated future debt service requirements and refunds of collected rates reasonably likely to be
refunded as a result of a settlement or hearing related to FERC rate proceedings or rate proceedings under
applicable law subsequent to that quarter);

�
comply with applicable law, any of our or our subsidiaries' debt instruments or other agreements; or

�
provide funds for distributions to our unitholders and to our general partner for any one or more of the next four
quarters (provided that our general partner may not establish cash reserves for distributions if the effect of the
establishment of such reserves will prevent us from distributing the minimum quarterly distribution on all common
units and any cumulative arrearages on such common units for the current quarter);

�
plus, if our general partner so determines, all or any portion of the cash on hand on the date of determination of available
cash for the quarter resulting from working capital borrowings made subsequent to the end of such quarter.

        The purpose and effect of the last bullet point above is to allow our general partner, if it so decides, to use cash from working capital
borrowings made after the end of the quarter but on or before the date of determination of available cash for that quarter to pay distributions to
unitholders. Under our partnership agreement, working capital borrowings are generally borrowings that are made under a credit facility,
commercial paper facility or similar financing arrangement, and in all cases are used solely for working capital purposes or to pay distributions
to partners and with the intent of the borrower to repay such borrowings within 12 months with funds other than from additional working capital
borrowings.
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Intent to distribute the minimum quarterly distribution

        We intend to make at least the minimum quarterly distribution to the holders of our common units and subordinated units of $0.2125 per
unit, or $0.85 per unit on an annualized basis, to the extent we have sufficient available cash after the establishment of cash reserves. Our most
recent quarterly distribution declared by the board of directors of our general partner was $0.34 per unit, or $1.36 per unit on an annualized
basis. However, there is no guarantee that we will pay the minimum quarterly distribution on our units in any quarter. The amount of
distributions paid under our cash distribution policy and the decision to make any distribution will be determined by our general partner, taking
into consideration the terms of our partnership agreement.

General partner interest and incentive distribution rights

        As of the date of this prospectus, our general partner is entitled to 2% of all quarterly distributions that we make prior to our liquidation.
Our general partner has the right, but not the obligation, to contribute a proportionate amount of capital to us to maintain its current general
partner interest. The general partner interest in these distributions will be reduced if we issue additional units in the future and our general
partner does not contribute a proportionate amount of capital to us to maintain its 2% general partner interest.

        Our general partner also currently holds incentive distribution rights that entitle it to receive increasing percentages, up to a maximum of
48%, of the available cash we distribute from operating surplus (as defined below) in excess of $0.244375 per unit per quarter. The maximum
distribution of 48% does not include any distributions that our general partner or its affiliates may receive on common, subordinated or general
partner units that they own. Please read "�General Partner Interest and Incentive Distribution Rights" for additional information.

Operating Surplus and Capital Surplus

General

        All cash distributed to unitholders will be characterized as either being paid from "operating surplus" or "capital surplus." We treat
distributions of available cash from operating surplus differently than distributions of available cash from capital surplus.

Operating surplus

        We define operating surplus as:

�
$60.0 million (as described below); plus

�
all of our cash receipts, excluding cash from interim capital transactions (as defined below), provided that cash receipts from
the termination of a commodity hedge or interest rate hedge prior to its specified termination date shall be included in
operating surplus in equal quarterly installments over the remaining scheduled life of such commodity hedge or interest rate
hedge; plus

�
working capital borrowings made after the end of a quarter but on or before the date of determination of operating surplus
for that quarter; plus

�
cash distributions (including incremental distributions on incentive distribution rights) paid in respect of equity issued to
finance all or a portion of expansion capital expenditures in respect of the period from the date that we enter into a binding
obligation to commence the construction, development, replacement, improvement or expansion of a capital asset and
ending on the earlier to occur of the date the capital asset commences commercial service and the date that it is abandoned or
disposed of; less
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�
all of our operating expenditures (as defined below); less

�
the amount of cash reserves established by our general partner to provide funds for future operating expenditures; less

�
all working capital borrowings not repaid within twelve months after having been incurred, or repaid within such 12-month
period with the proceeds of additional working capital borrowings.

        As described above, operating surplus does not reflect actual cash on hand that is available for distribution to our unitholders and is not
limited to cash generated by operations. For example, it includes a provision that will enable us, if we choose, to distribute as operating surplus
up to $60.0 million of cash we receive in the future from non-operating sources such as asset sales, issuances of securities and long-term
borrowings that would otherwise be distributed as capital surplus. In addition, the effect of including, as described above, certain cash
distributions on equity interests in operating surplus will be to increase operating surplus by the amount of any such cash distributions. As a
result, we may also distribute as operating surplus up to the amount of any such cash that we receive from non-operating sources.

        The proceeds of working capital borrowings increase operating surplus and repayments of working capital borrowings are generally
operating expenditures (as described below) and thus reduce operating surplus when repayments are made. However, if working capital
borrowings, which increase operating surplus, are not repaid during the twelve-month period following the borrowing, they will be deemed
repaid at the end of such period, thus decreasing operating surplus at such time. When such working capital borrowings are in fact repaid, they
will not be treated as a further reduction in operating surplus because operating surplus will have been previously reduced by the deemed
repayment.

        We define interim capital transactions as (1) borrowings, refinancings or refundings of indebtedness (other than working capital borrowings
and items purchased on open account or for a deferred purchase price in the ordinary course of business) and sales of debt securities, (2) sales of
equity securities, and (3) sales or other dispositions of assets, other than sales or other dispositions of inventory, accounts receivable and other
assets in the ordinary course of business and sales or other dispositions of assets as part of normal asset retirements or replacements.

        We define operating expenditures as all of our cash expenditures, including, but not limited to, taxes, reimbursements of expenses of our
general partner and its affiliates, officer, director and employee compensation, debt service payments, payments made in the ordinary course of
business under interest rate hedge contracts and commodity hedge contracts (provided that payments made in connection with the termination of
any interest rate hedge contract or commodity hedge contract prior to the expiration of its settlement or termination date specified therein will be
included in operating expenditures in equal quarterly installments over the remaining scheduled life of such interest rate hedge contract or
commodity hedge contract and amounts paid in connection with the initial purchase of a rate hedge contract or a commodity hedge contract will
be amortized at the life of such rate hedge contract or commodity hedge contract), maintenance capital expenditures (as discussed in further
detail below), and repayment of working capital borrowings; provided, however, that operating expenditures will not include:

�
repayments of working capital borrowings where such borrowings have previously been deemed to have been repaid (as
described above);

�
payments (including prepayments and prepayment penalties) of principal of and premium on indebtedness other than
working capital borrowings;

�
expansion capital expenditures;

�
payment of transaction expenses (including taxes) relating to interim capital transactions;
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�
distributions to our partners;

�
repurchases of partnership interests (excluding repurchases we make to satisfy obligations under employee benefit plans); or

�
any other expenditures or payments using the proceeds of this offering that are described in "Use of Proceeds."

Capital surplus

        Capital surplus is defined in our partnership agreement as any distribution of available cash in excess of our cumulative operating surplus.
Accordingly, except as described above, capital surplus would generally be generated by:

�
borrowings other than working capital borrowings;

�
sales of our equity and debt securities;

�
sales or other dispositions of assets, other than inventory, accounts receivable and other assets sold in the ordinary course of
business or as part of ordinary course retirement or replacement of assets; and

�
capital contributions received.

Characterization of cash distributions

        All available cash distributed by us on any date from any source will be treated as distributed from operating surplus until the sum of all
available cash distributed equals our cumulative operating surplus. We anticipate that distributions from operating surplus will generally not
represent a return of capital. However, operating surplus, as defined in our partnership agreement, includes certain components, including a
$60.0 million cash basket, that represent non-operating sources of cash. Consequently, it is possible that all or a portion of specific distributions
from operating surplus may represent a return of capital. Any available cash distributed by us in excess of our cumulative operating surplus will
be deemed to be capital surplus under our partnership agreement. Our partnership agreement treats a distribution of capital surplus as the
repayment of the initial unit price from our initial public offering and as a return of capital. We do not anticipate that we will make any
distributions from capital surplus.

Capital Expenditures

        Maintenance capital expenditures are cash expenditures (including expenditures for the construction or development of new capital assets
or the replacement, improvement or expansion of existing capital assets) made to maintain, over the long term, our operating capacity or
operating income. Examples of maintenance capital expenditures are expenditures to repair, refurbish and replace pipelines and storage facilities,
to maintain equipment reliability, integrity and safety and to address environmental laws and regulations.

        Expansion capital expenditures are cash expenditures incurred for acquisitions or capital improvements that we expect will increase our
operating capacity or operating income over the long term. Examples of expansion capital expenditures include the acquisition of equipment, or
the construction, development or acquisition of additional pipeline or storage capacity, to the extent such capital expenditures are expected to
expand our long-term operating capacity or operating income. Expansion capital expenditures include interest payments (and related fees) on
debt incurred to finance all or a portion of expansion capital expenditures in respect of the period from the date that we enter into a binding
obligation to commence the construction, development, replacement, improvement or expansion of a capital asset and ending on the earlier to
occur of the date that such capital
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improvement commences commercial service and the date that such capital improvement is abandoned or disposed of.

        Capital expenditures that are made in part for maintenance capital purposes and in part for expansion capital purposes will be allocated as
maintenance capital expenditures or expansion capital expenditures by our general partner.

Subordinated Units and Subordination Period

General

        Our partnership agreement provides that, during the subordination period (which we define below), the common units will have the right to
receive distributions of available cash from operating surplus each quarter in an amount equal to $0.2125 per common unit, which amount is
defined in our partnership agreement as the minimum quarterly distribution, plus any arrearages in the payment of the minimum quarterly
distribution on the common units from prior quarters, before any distributions of available cash from operating surplus may be made on the
subordinated units. These units are deemed "subordinated" because for a period of time, referred to as the subordination period, the subordinated
units will not be entitled to receive any distributions until the common units have received the minimum quarterly distribution plus any
arrearages in the payment of the minimum quarterly distribution on the common units from prior quarters. Furthermore, no arrearages will
accrue or be payable on the subordinated units. The practical effect of the subordinated units is to increase the likelihood that, during the
subordination period, there will be available cash to be distributed on the common units.

Subordination period

        Except as described below, the subordination period began with the closing of our initial public offering and will extend until the first
business day following the distribution of available cash in respect of any quarter beginning with the quarter ending September 30, 2016, that
each of the following tests are met:

�
distributions of available cash from operating surplus on each of the outstanding common units, subordinated units and
general partner units equaled or exceeded $0.85 (the annualized minimum quarterly distribution), for each of the three
consecutive, non-overlapping four-quarter periods immediately preceding that date;

�
the adjusted operating surplus (as defined below) generated during each of the three consecutive, non-overlapping
four-quarter periods immediately preceding that date equaled or exceeded the sum of $0.85 (the annualized minimum
quarterly distribution) on all of the outstanding common units, subordinated units and general partner units during those
periods on a fully diluted basis; and

�
there are no arrearages in payment of the minimum quarterly distribution on the common units.

Early termination of the subordination period

        Notwithstanding the foregoing, the subordination period will automatically terminate on the first business day following the distribution of
available cash in respect of any quarter, beginning with the quarter ended September 30, 2014, that each of the following tests are met:

�
distributions of available cash from operating surplus on each of the outstanding common units, subordinated units and
general partner units equaled or exceeded $1.275 (150% of the annualized minimum quarterly distribution) for the
four-quarter period immediately preceding that date;
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�
the adjusted operating surplus (as defined below) generated during the four-quarter period immediately preceding that date
equaled or exceeded the sum of (1) $1.275 (150% of the annualized minimum quarterly distribution) on all of the
outstanding common units, subordinated units and general partner units during that period on a fully diluted basis and (2) the
corresponding distributions on the incentive distribution rights; and

�
there are no arrearages in payment of the minimum quarterly distributions on the common units.

Expiration upon removal of the general partner

�
In addition, if the unitholders remove our general partner other than for cause:

�
the subordinated units held by any person will immediately and automatically convert into common units on a one-for-one
basis, provided (1) neither such person nor any of its affiliates voted any of its units in favor of the removal and (2) such
person is not an affiliate of the successor general partner;

�
if all of the subordinated units convert pursuant to the foregoing, all cumulative common unit arrearages on the common
units will be extinguished and the subordination period will end; and

�
our general partner will have the right to convert its general partner interest and its incentive distribution rights into common
units or to receive cash in exchange for those interests.

Expiration of the subordination period

        When the subordination period ends, each outstanding subordinated unit will convert into one common unit and will thereafter participate
pro rata with the other common units in distributions of available cash.

Adjusted operating surplus

        Adjusted operating surplus is intended to reflect the cash generated from operations during a particular period and therefore excludes net
drawdowns of reserves of cash established in prior periods. Adjusted operating surplus for a period consists of:

�
operating surplus generated with respect to that period (excluding any amounts attributable to the item described in the first
bullet under the caption "�Operating Surplus and Capital Surplus�Operating Surplus" above);less

�
any net increase in working capital borrowings with respect to that period; less

�
any net decrease in cash reserves for operating expenditures with respect to that period not relating to an operating
expenditure made with respect to that period; plus

�
any net decrease in working capital borrowings with respect to that period; plus

�
any net decrease made in subsequent periods to cash reserves for operating expenditures initially established with respect to
that period to the extent such decrease results in a reduction in adjusted operating surplus in subsequent periods; plus

�
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Distributions of Available Cash From Operating Surplus During the Subordination Period

        Assuming our general partner maintains its 2% general partner interest and we do not issue additional classes of equity securities, we will
make distributions of available cash from operating surplus for any quarter during the subordination period in the following manner:

�
first, 98% to the common unitholders, pro rata, and 2% to our general partner, until we distribute for each outstanding
common unit an amount equal to the minimum quarterly distribution for that quarter;

�
second, 98% to the common unitholders, pro rata, and 2% to our general partner, until we distribute for each outstanding
common unit an amount equal to any arrearages in payment of the minimum quarterly distribution on the common units for
any prior quarters during the subordination period;

�
third, 98% to the subordinated unitholders, pro rata, and 2% to our general partner, until we distribute for each outstanding
subordinated unit an amount equal to the minimum quarterly distribution for that quarter; and

�
thereafter, in the manner described in "�General Partner Interest and Incentive Distribution Rights" below.

Distributions of Available Cash From Operating Surplus After the Subordination Period

        Assuming our general partner maintains its 2% general partner interest and we do not issue additional classes of equity securities, we will
make distributions of available cash from operating surplus for any quarter after the subordination period in the following manner:

�
first, 98% to all unitholders, pro rata, and 2% to our general partner, until we distribute for each outstanding unit an amount
equal to the minimum quarterly distribution for that quarter; and

�
thereafter, in the manner described in "�General Partner Interest and Incentive Distribution Rights" below.

General Partner Interest and Incentive Distribution Rights

        Our partnership agreement provides that our general partner initially will be entitled to 2% of all distributions that we make prior to our
liquidation. Our general partner has the right, but not the obligation, to contribute a proportionate amount of capital to us in order to maintain its
2% general partner interest if we issue additional units. Our general partner's 2% interest, and the percentage of our cash distributions to which it
is entitled from such 2% interest, will be proportionately reduced if we issue additional units in the future (other than the issuance of common
units upon conversion of outstanding subordinated units or the issuance of common units upon a reset of the incentive distribution rights) and
our general partner does not contribute a proportionate amount of capital to us in order to maintain its 2% general partner interest. Our
partnership agreement does not require that our general partner fund its capital contribution with cash. Our general partner may instead fund its
capital contribution by the contribution to us of common units or other property.

        Incentive distribution rights represent the right to receive an increasing percentage (13%, 23% and 48%) of quarterly distributions of
available cash from operating surplus after the minimum quarterly distribution and the target distribution levels have been achieved. Our general
partner currently holds the incentive distribution rights, but may transfer these rights separately from its general partner interest.

        The following discussion assumes that our general partner maintains its 2% general partner interest, and that our general partner continues
to own the incentive distribution rights.
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        If for any quarter:

�
we have distributed available cash from operating surplus to the common unitholders and subordinated unitholders in an
amount equal to the minimum quarterly distribution; and

�
we have distributed available cash from operating surplus on outstanding common units in an amount necessary to eliminate
any cumulative arrearages in payment of the minimum quarterly distribution;

then, we will distribute any additional available cash from operating surplus for that quarter among the unitholders and our general partner in the
following manner:

�
first, 98% to all unitholders, pro rata, and 2% to our general partner, until each unitholder receives a total of $0.244375 per
unit for that quarter (the "first target distribution");

�
second, 85% to all unitholders, pro rata, and 15% to our general partner, until each unitholder receives a total of $0.265625
per unit for that quarter (the "second target distribution");

�
third, 75% to all unitholders, pro rata, and 25% to our general partner, until each unitholder receives a total of $0.318750 per
unit for that quarter (the "third target distribution"); and

�
thereafter, 50% to all unitholders, pro rata, and 50% to our general partner.

Percentage Allocations of Available Cash from Operating Surplus

        The following table illustrates the percentage allocations of available cash from operating surplus between the unitholders and our general
partner based on the specified target distribution levels. The amounts set forth under "Marginal percentage interest in distributions" are the
percentage interests of our general partner and the unitholders in any available cash from operating surplus we distribute up to and including the
corresponding amount in the column "Total quarterly distribution per unit target amount." The percentage interests shown for our unitholders
and our general partner for the minimum quarterly distribution are also applicable to quarterly distribution amounts that are less than the
minimum quarterly distribution. The percentage interests set forth below for our general partner include its 2% general partner interest and
assume that our general partner has contributed any additional capital necessary to maintain its 2% general partner interest, our general partner
has not transferred its incentive distribution rights and that there are no arrearages on common units.

Marginal percentage
interest in

distributions
Total quarterly distribution per unit

target amount Unitholders
General
Partner

Minimum Quarterly Distribution $0.2125 98% 2%
First Target Distribution above $0.2125 up to $0.244375 98% 2%
Second Target Distribution above $0.244375 up to $0.265625 85% 15%
Third Target Distribution above $0.265625 up to $0.318750 75% 25%
Thereafter above $0.318750 50% 50%
General Partner's Right to Reset Incentive Distribution Levels

        Our general partner, as the initial holder of our incentive distribution rights, has the right under our partnership agreement, subject to certain
conditions, to elect to relinquish the right to receive incentive distribution payments based on the initial target distribution levels and to reset, at
higher levels, the minimum quarterly distribution amount and target distribution levels upon which the incentive distribution payments to our
general partner would be set. If our general partner transfers all or a portion of the incentive distribution rights in the future, then the holder or
holders of a majority
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of our incentive distribution rights will be entitled to exercise this right. The following discussion assumes that our general partner holds all of
the incentive distribution rights at the time that a reset election is made. Our general partner's right to reset the minimum quarterly distribution
amount and the target distribution levels upon which the incentive distributions payable to our general partner are based may be exercised,
without approval of our unitholders or the conflicts committee, at any time when there are no subordinated units outstanding, we have made cash
distributions to the holders of the incentive distribution rights at the highest level of incentive distributions for each of the four consecutive fiscal
quarters immediately preceding such time and the amount of each such distribution did not exceed adjusted operating surplus for such quarter. If
our general partner and its affiliates are not the holders of a majority of the incentive distribution rights at the time an election is made to reset
the minimum quarterly distribution amount and the target distribution levels, then the proposed reset will be subject to the prior written
concurrence of the general partner that the conditions described above have been satisfied. The reset minimum quarterly distribution amount and
target distribution levels will be higher than the minimum quarterly distribution amount and the target distribution levels prior to the reset such
that the holder of the incentive distribution rights will not receive any incentive distributions under the reset target distribution levels until cash
distributions per unit following this event increase as described below. We anticipate that our general partner would exercise this reset right in
order to facilitate acquisitions or internal growth projects that would otherwise not be sufficiently accretive to cash distributions per common
unit, taking into account the existing levels of incentive distribution payments being made to our general partner.

        In connection with the resetting of the minimum quarterly distribution amount and the target distribution levels and the corresponding
relinquishment by our general partner of incentive distribution payments based on the target distributions prior to the reset, our general partner
will be entitled to receive a number of newly issued common units based on a predetermined formula described below that takes into account the
"cash parity" value of the average cash distributions related to the incentive distribution rights received by our general partner for the two
quarters immediately preceding the reset event as compared to the average cash distributions per common unit during that two-quarter period. In
addition, our general partner will be issued the number of general partner units necessary to maintain our general partner's interest in us
immediately prior to the reset election.

        The number of common units that our general partner (or the then-holder of the incentive distribution rights, if other than our general
partner) would be entitled to receive from us in connection with a resetting of the minimum quarterly distribution amount and the target
distribution levels then in effect would be equal to the quotient determined by dividing (x) the average aggregate amount of cash distributions
received by our general partner in respect of its incentive distribution rights during the two consecutive fiscal quarters ended immediately prior
to the date of such reset election by (y) the average of the aggregate amount of cash distributed per common unit during each of these two
quarters.

        Following a reset election, the minimum quarterly distribution amount will be reset to an amount equal to the average cash distribution
amount per common unit for the two fiscal quarters immediately preceding the reset election (which amount we refer to as the "reset minimum
quarterly distribution") and the target distribution levels will be reset to be correspondingly higher such that we would distribute all of our
available cash from operating surplus for each quarter thereafter as follows:

�
first, 98% to all unitholders, pro rata, and 2% to our general partner, until each unitholder receives an amount equal to 115%
of the reset minimum quarterly distribution for that quarter;

�
second, 85% to all unitholders, pro rata, and 15% to our general partner, until each unitholder receives an amount per unit
equal to 125% of the reset minimum quarterly distribution for the quarter;
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�
third, 75% to all unitholders, pro rata, and 25% to our general partner, until each unitholder receives an amount per unit
equal to 150% of the reset minimum quarterly distribution for the quarter; and

�
thereafter, 50% to all unitholders, pro rata, and 50% to our general partner.

        The following table illustrates the percentage allocations of available cash from operating surplus between the unitholders and our general
partner at various cash distribution levels (1) pursuant to the cash distribution provisions of our partnership agreement in effect at the completion
of this offering, as well as (2) following a hypothetical reset of the minimum quarterly distribution and target distribution levels based on the
assumption that the average quarterly cash distribution amount per common unit during the two fiscal quarters immediately preceding the reset
election was $0.50.

Quarterly
distribution

per unit
following

hypothetical
reset

Marginal percentage interest in
distributionsQuarterly

distribution
per unit

prior to reset
Common

unitholders

General
partner
interest

Incentive
distribution

rights
Minimum Quarterly
Distribution $0.2125 98% 2% � $0.500
First Target Distribution

above $0.2125
up to $0.244375 98% 2% �

above $0.500
up to $0.575(1)

Second Target Distribution
above

$0.244375
up to $0.265625 85% 2% 13%

above $0.575
up to $0.625(2)

Third Target Distribution
above

$0.265625
up to $0.318750 75% 2% 23%

above $0.625
up to $0.750(3)

Thereafter
above

$0.318750 50% 2% 48%
above
$0.750(3)

(1)
This amount is 115% of the hypothetical reset minimum quarterly distribution.

(2)
This amount is 125% of the hypothetical reset minimum quarterly distribution.

(3)
This amount is 150% of the hypothetical reset minimum quarterly distribution.

        The following table illustrates the total amount of available cash from operating surplus that would be distributed to the unitholders and our
general partner, including in respect of incentive distribution rights, based on an average of the amounts distributed for the two quarters
immediately prior to the reset. The table assumes that immediately prior to the reset there would be 81,881,736 common units outstanding, our
general partner's 2% interest has been maintained, and the average distribution to
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each common unit would be $0.50 per quarter for the two consecutive non-overlapping quarters prior to the reset.

Cash
distributions
to common
unit holders

prior to
reset

Cash distribution to general partner prior to resetQuarterly
distribution

per unit
prior to

reset
Common

units

2%
General
partner
interest

Incentive
distribution

rights Total
Total

distributions
Minimum Quarterly
Distribution $0.2125 $ 17,399,869 $ �$ 355,099 �$ 355,099 $ 17,754,968
First Target
Distribution above

$0.2125
up to

$0.244375 2,609,980 � 53,265 � 53,265 2,663,245
Second Target
Distribution above

$0.244375
up to

$0.265625 1,739,987 � 40,941 266,116 307,057 2,047,044
Third Target
Distribution above

$0.265625
up to

$0.318750 4,349,967 � 115,999 1,333,990 1,449,989 5,799,956
Thereafter

above
$0.318750 14,841,065 � 593,643 14,247,422 14,841,065 29,682,130

              

$ 40,940,868 $ �$ 1,158,947 $ 15,847,528 $ 17,006,475 $ 57,947,343
           
        
           

        The following table illustrates the total amount of available cash from operating surplus that would be distributed to the unitholders and the
general partner, including in respect of incentive distribution rights, with respect to the quarter after the reset occurs. The table reflects that, as a
result of the reset, there would be 113,576,792 common units outstanding, our general partner has maintained its 2% general partner interest, and
that the average distribution to each common unit would be $0.50. The number of common units issued as a result of the reset was calculated by
dividing (x) $15,847,528 as the average of the amounts received by the general partner in respect of its incentive distribution rights for the two
consecutive non-overlapping quarters prior to the reset as shown in the table above, by (y) the average of the cash distributions made on each
common unit per quarter for the two consecutive non-overlapping quarters prior to the reset as shown in the table above, or $0.50.

Cash distribution to general partner after resetCash
distributions
to common
unitholders
after reset

Quarterly
distribution

per unit
after reset

Common
units

2%
General
partner
interest

Incentive
distribution

rights Total
Total

distributions
Minimum Quarterly
Distribution $0.500 $ 40,940,868 $ 15,847,528 $ 1,158,947 $ �$ 17,006,475 $ 57,947,343
First Target
Distribution above

$0.500
up to $0.575 � � � � � �

Second Target
Distribution above

$0.575
up to $0.625 � � � � � �
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Third Target
Distribution above

$0.625
up to $0.750 � � � � � �

Thereafter
above

$0.750 � � � � � �
           

$ 40,940,868 $ 15,847,528 $ 1,158,947 $ �$ 17,006,475 $ 57,947,343
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