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PART I

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains certain “forward-looking statements” within the meaning of the federal
securities laws. All statements, other than statements of historical fact included in this Form 10-K, including, but not
limited to, those under “Business”, “Risk Factors” and ‘“Properties” in Items 1, 1A and 2 and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in Item 7, are forward-looking statements. Forward looking
statements use words such as “anticipate,” “project,” “expect,” “plan,” “goal,” “forecast,” “intend,” “should,” “would,” “could,
“may,” and similar expressions and statements regarding our plans and objectives for future operations. These
statements are based on our beliefs and assumptions and those of our general partner using currently available
information and expectations as of the date hereof, are not guarantees of future performance and involve certain risks
and uncertainties. Although we and our general partner believe that such expectations reflected in such
forward-looking statements are reasonable, neither we nor our general partner can give assurance that our expectations
will prove to be correct. All statements concerning our expectations for future results of operations are based on
forecasts for our existing operations and do not include the potential impact of any future acquisitions. Our
forward-looking statements are subject to a variety of risks, uncertainties and assumptions. If one or more of these

risks or uncertainties materialize, or if underlying assumptions prove incorrect, our actual results may vary materially
from those anticipated, estimated, projected or expected. Certain factors could cause actual results to differ materially
from results anticipated in the forward-looking statements. These factors include, but are not limited to:

risks and uncertainties with respect to the actual quantities of petroleum products and crude oil shipped on our
pipelines and/or terminalled, stored or throughput in our terminals;

the economic viability of HollyFrontier Corporation, Alon USA, Inc. and our other customers;

the demand for refined petroleum products in markets we serve;

our ability to purchase and integrate future acquired operations;

our ability to complete previously announced or contemplated acquisitions;

the availability and cost of additional debt and equity financing;

the possibility of reductions in production or shutdowns at refineries utilizing our pipeline and terminal facilities;

the effects of current and future government regulations and policies;

our operational efficiency in carrying out routine operations and capital construction projects;

the possibility of terrorist attacks and the consequences of any such attacks;

eeneral economic conditions; and

other financial, operational and legal risks and uncertainties detailed from time to time in our Securities and Exchange
Commission filings.

9 ¢ 29 ¢ EEINT3

Cautionary statements identifying important factors that could cause actual results to differ materially from our
expectations are set forth in this Form 10-K, including, without limitation, the forward-looking statements that are
referred to above. When considering forward-looking statements, you should keep in mind the known material risk
factors and other cautionary statements set forth in this Form 10-K under “Risk Factors” in Item 1A. All
forward-looking statements included in this Form 10-K 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 and, other than as required by law, we
undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.
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INDEX TO DEFINED TERMS AND NAMES

The following terms and names that appear in this form 10-K are defined on the following pages:

6% Senior Notes 20
6.5% Senior Notes 78
Alon 5
bpd 6
Cheyenne Pipeline 6
Credit Agreement 15
EBITDA 39
Expansion capital expenditures 15
FERC 6
Frontier Pipeline 8
GAAP 39
Guarantor subsidiaries 88
HEP 5
HEP Logistics 21
HLS 5
HFC 5
IRAs 34
LACT 9
LIBOR 75
Long-term Incentive Plan 37
LPG 5
Magellan 13
Maintenance capital expenditures 15
mbbls 6
MMSCFD 9
Mid-America 6
Non-Guarantor 88
Omnibus Agreement 14
Osage Pipeline 13
Parent 88
Plains 6
PHMSA 15
PPI 6
Predecessor 38
SCADA 12
SEC 5
Secondment Agreement 14
Sinclair 7
SLC Pipeline 8
UNEV 8
Woods Cross Operating 13

-4 -




Edgar Filing: HOLLY ENERGY PARTNERS LP - Form 10-K

Items 1 and 2. Business and Properties

OVERVIEW

Holly Energy Partners, L.P. (“HEP”) is a Delaware limited partnership engaged principally in the business of operating
a system of petroleum product and crude pipelines, storage tanks, distribution terminals, loading rack facilities and
refinery processing units in West Texas, New Mexico, Utah, Nevada, Oklahoma, Wyoming, Kansas, Arizona, Idaho
and Washington. We were formed in Delaware in 2004 and maintain our principal corporate offices at 2828 N.
Harwood, Suite 1300, Dallas, Texas 75201-1507. Our telephone number is 214-871-3555 and our internet website
address is www.hollyenergy.com. The information contained on our website does not constitute part of this Annual
Report on Form 10-K. A copy of this Annual Report on Form 10-K will be provided without charge upon written
request to the Vice President, Investor Relations at the above address. A direct link to our filings at the U.S. Securities
and Exchange Commission (“SEC”) website is available on our website on the Investors page. Also available on our
website are copies of our Governance Guidelines, Audit Committee Charter, Compensation Committee Charter, and
Code of Business Conduct and Ethics, all of which will be provided without charge upon written request to the Vice
President, Investor Relations at the above address. In this document, the words “we,” “our,” “ours” and “us” refer to HEP and
its consolidated subsidiaries or to HEP or an individual subsidiary and not to any other person. “HFC” refers to
HollyFrontier Corporation and its subsidiaries, other than HEP and its subsidiaries and other than Holly Logistic
Services, L.L.C. (“HLS”), a subsidiary of HollyFrontier Corporation that is the general partner of the general partner of
HEP and manages HEP.

We own and operate petroleum product and crude pipelines, terminal, tankage and loading rack facilities, and refinery
processing units that support the refining and marketing operations of HFC in the Mid-Continent, Southwest and
Northwest regions of the United States and Alon USA, Inc.’s (“Alon”) refinery in Big Spring, Texas. HFC owns a 37%
interest in us, including the 2% general partner interest and a 35% limited partnership interest. Our assets are
categorized into a Pipelines and Terminals segment and a Refinery Processing Unit segment. Segment disclosures are
discussed in Note 14 to our consolidated financial statements in Part II, Item 8.

We generate revenues by charging tariffs for transporting petroleum products and crude oil through our pipelines, by
charging fees for terminalling and storing refined products and other hydrocarbons, providing other services at our
storage tanks and terminals and charging a tolling fee per barrel or thousand standard cubic feet of feedstock
throughput in our refinery processing units. We do not take ownership of products that we transport, terminal, store or
process, and therefore, we are not directly exposed to changes in commodity prices.

We have a long-term strategic relationship with HFC. Our growth plan is to continue to pursue purchases of logistic
and other assets at HFC's existing refining locations in New Mexico, Utah, Oklahoma, Kansas and Wyoming. We also
expect to work with HFC on logistic asset acquisitions in conjunction with HFC’s refinery acquisition strategies.
Furthermore, we will continue to pursue third-party logistic asset acquisitions that are accretive to our unitholders and
increase the diversity of our revenues.

PIPELINES AND TERMINALS
Pipelines

Our refined product pipelines transport light refined products from HFC’s Navajo refinery in New Mexico and Alon’s
Big Spring refinery in Texas to their customers in the metropolitan and rural areas of Texas, New Mexico, Arizona,
Utah, and Oklahoma and from various refineries in Utah, Wyoming, and Montana (including HFC's Woods Cross
refinery in Utah) to Las Vegas, Nevada and Cedar City, Utah. The refined products transported in these pipelines
include conventional gasolines, federal, state and local specification reformulated gasoline, low-octane gasoline for
oxygenate blending, distillates that include high- and low-sulfur diesel and jet fuel and liquefied petroleum gases
("LPGs") (such as propane, butane and isobutane).
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Our intermediate product pipelines consist principally of three parallel pipelines that connect the Navajo refinery,
Lovington and Artesia facilities. These pipelines primarily transport intermediate feedstocks and crude oil for HFC’s
refining operations in New Mexico. We also own pipelines that transport intermediate product and gas between HFC's
Tulsa East and West refinery facilities.

Our crude pipelines consist of crude oil trunk, gathering and connection pipelines located in West Texas, New
Mexico, Kansas and Oklahoma that deliver crude oil to HFC's Navajo and El Dorado refineries and crude oil pipelines
that support HFC’s Woods Cross refinery.

Our pipelines are regularly inspected, are well maintained and, we believe, are in good repair. Generally, other than as
may be provided in certain pipelines and terminal agreements, substantially all of our pipelines are unrestricted as to
the direction in which product flows and the types of crude and refined products that we can transport on them. The
Federal Energy Regulatory Commission
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("FERC") regulates the transportation tariffs for interstate shipments on our refined product pipelines and state
regulatory agencies regulate the transportation tariffs for intrastate shipments on our pipelines.

HFC shipped an aggregate of 62% of the petroleum products transported on our refined product pipelines and 95% of
the throughput volumes transported on our intermediate pipelines in 2016. HFC is the only shipper on our crude
pipelines.

The following table details the average aggregate daily number of barrels of petroleum products transported on our
pipelines in each of the periods set forth below for HFC and for third parties.

Years Ended December 31,

2016 2015 2014 2013 2012
Volumes transported for barrels per day ("bpd"):

HFC 542,762 558,027 457,014 397,359 405,718
Third parties 75,909 73,555 64,055 63,337 63,152
Total 618,671 631,582 521,069 460,696 468,870
Total barrels in thousands (“mbbls”) 226,434 230,527 190,190 168,154 171,606

Our pipeline assets are managed by geographic region; significant pipeline assets are grouped accordingly and
described below.

Mid-Continent Region

Tulsa, Oklahoma Interconnect Pipelines
Five pipelines, totaling seven miles, move intermediate product and gas between HFC’s Tulsa East and West refinery
facilities.

El Dorado Crude Delivery Pipeline
This 2-mile pipeline supplies HFC's El Dorado Refinery facility with crude oil from HEP's El Dorado crude tankage.
HFC is the only shipper on this line.

Osage Pipe Line Company LLC

This 135-mile pipeline supplies HFC's El Dorado Refinery with crude oil from Cushing, Oklahoma and also has a
connection to the Jayhawk pipeline that services the CHS refinery in McPherson, Kansas. HEP has a 50% interest in
this entity and is the operator of the pipeline.

Cheyenne Pipeline LLC
This 87-mile crude oil pipeline runs from Fort Laramie, Wyoming to Cheyenne, Wyoming. HEP owns a 50% interest
in this entity; the pipeline is operated by an affiliate of Plains All American Pipeline, L.P. ("Plains").

Southwest Region

Artesia, New Mexico to El Paso, Texas

These 371 miles of pipeline are comprised of four main segments which are regulated by the FERC. The segments
primarily ship refined product produced at the Navajo refinery to HFC's El Paso terminal: (1) 156 miles of 6-inch
pipeline from HFC's Navajo refinery to HFC's El Paso terminal, (2) 82 miles of 12-inch pipeline from HFC's Navajo
refinery to our Orla tank farm, (3) 126 miles from our Orla tank farm to outside El Paso and (4) 7 miles from outside
El Paso to HFC's El Paso terminal. There are two shippers on the latter two segments, HFC and Alon, and HFC is the
only shipper on the first two segments.
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Refined products destined to HFC's El Paso terminal are delivered to common carrier pipelines for transportation to
Arizona, northern New Mexico and northern Mexico and to the terminal’s truck rack for local delivery by tanker truck.

Artesia, New Mexico to Moriarty, New Mexico

The Artesia to Moriarty refined product pipeline consists of a 60 mile segment that extends from HFC's Navajo
refinery Artesia facility to White Lakes Junction, New Mexico, and another 155 mile segment that extends from
White Lakes Junction to our Moriarty terminal, where it also connects to our Moriarty to Bloomfield pipeline. HEP
owns the segment from Artesia to White Lakes Junction and leases the segment from White Lakes Junction to
Moriarty from Mid-America Pipeline Company, LLC ("Mid-America") under a long-term lease agreement which
expires in 2027. The current monthly lease payment is $530,000 (subject to adjustments for changes in Producer Price
Index ("PPI")) to the owner/operator, Mid-America. HFC is the only shipper on this pipeline.

-6 -
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Moriarty, New Mexico to Bloomfield, New Mexico

This 191-mile pipeline is leased from Mid-America and ships refined product from Moriarty to Western Refining's
terminal in Bloomfield and our Bloomfield terminal, which is currently idled. This pipeline is operated by
Mid-America (or its designee), and HFC is the only shipper on this pipeline.

Big Spring, Texas to Abilene and Wichita Falls, Texas

These two pipelines carry refined product produced at Alon's Big Spring refinery to the Abilene and Wichita Falls
terminals and span 100 miles from Big Spring to Abilene and 227 miles from Big Spring to Wichita Falls. Alon is the
only shipper on these pipelines.

Wichita Falls, Texas to Duncan, Oklahoma
This 47-mile, common carrier pipeline is regulated by the FERC and transports refined product from the Wichita Falls
terminal to Alon's Duncan terminal. Alon is the only shipper on this pipeline.

Midland, Texas to Orla, Texas
This 135-mile pipeline is used for the shipment of refined product from Midland to our tank farm at Orla (refined
product produced at Alon's Big Spring refinery). Alon is the only shipper on this pipeline.

Intermediate pipelines between Lovington, New Mexico and Artesia, New Mexico

Two of the three 65-mile pipelines are used for the shipment of intermediate feedstocks, crude oil and LPGs from
HFC's Navajo refinery Lovington facility to its Artesia facility. The third pipeline is used to supply both HFC's
Navajo refinery Artesia and Lovington facilities with crude oil from the Barnsdall and Beeson gathering systems. This
third pipeline can also connect to the Roadrunner pipeline (described below). HFC is the primary shipper on these
pipelines.

Roadrunner pipeline

The 69-mile Roadrunner crude oil pipeline connects the Navajo refinery Lovington facility to a terminal on the
Centurion Pipeline in Slaughter, Texas that extends to Cushing, Oklahoma. This pipeline is currently used to deliver
crude oil from Lovington to Slaughter, but has been reversed in prior years for the shipment of crude oil from
Cushing, Oklahoma to the Navajo refinery Lovington facility.

New Mexico and Texas crude oil pipelines

The 802-mile network of crude oil gathering and trunk pipelines deliver crude oil to HFC’s Navajo refinery from New
Mexico and Texas. The crude oil trunk pipelines consist of nine pipeline segments that deliver crude oil to the Navajo
refinery Lovington facility and fourteen pipeline segments that deliver crude oil to the Navajo refinery Artesia facility.
The crude oil gathering pipelines connect crude leases and crude gathering hubs to the crude oil trunk pipeline system.

New Mexico crude expansion pipelines

HEP constructed three pipelines to expand on the existing network of New Mexico crude oil pipelines discussed
above. They include (1) the 46-mile Beeson pipeline which delivers crude oil from the crude oil gathering system to
the Navajo refinery Lovington facility and the Roadrunner Pipeline (2) the 61-mile Whites City crude pipeline which
delivers crude oil from HEP's Whites City Road crude truck off-loading station to Artesia Station and (3) the 13-mile
Bisti connector pipeline which delivers crude oil from HEP's Beeson Crude Station to the Plains All-American Bisti
Pipeline.

Northwest Region

Utah refined product pipelines

11
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The Utah refined product pipelines consist of four pipeline segments: (1) a 2-mile segment from Woods Cross, UT to
Pioneer Pipe Line Company's terminal is used for product shipments to and through the Pioneer terminal (2) another
2-mile segment is used to ship refined product from HFC's Woods Cross refinery to the UNEV pipeline origin pump
station (3) a 4-mile segment from HFC's Woods Cross refinery to Chevron Pipeline’s Salt Lake City products pipeline
is used for product shipments from HFC’s Woods Cross refinery to Tesoro Logistics LP's Northwest Pipeline origin
station (4) in 2016, HEP completed construction of the fourth 1- mile segment which will be used to move refined
product from Chevron's Salt Lake City refining facility into the UNEV pipeline origin pump station. HFC is the only
shipper on the three former segments and Chevron is the only shipper on the fourth, common carrier segment.

UNEYV refined product pipeline

The 427-mile UNEV products pipeline is used for the shipment of refined products from Woods Cross, Utah to
terminals in Las Vegas, Nevada and Cedar City, Utah. HFC and Sinclair Transportation Company (“Sinclair”) are the
primary shippers on this

-7-
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pipeline. This pipeline is owned by UNEV Pipeline, LLC ("UNEV"). HEP owns a 75% interest in UNEV and HEP is
the operator of this pipeline.

SLC Pipeline LLC

This 95-mile crude oil pipeline ("SLC Pipeline") is used to transport crude into the Salt Lake City, Utah area from the
Utah terminus of the Frontier Pipeline (described below) as well as crude flowing from Wyoming and Utah via the
Plains Rocky Mountain pipeline. HEP owns a 25% interest in this entity; the pipeline is operated by an affiliate of
Plains.

Frontier Aspen LLC

This 289-mile crude oil pipeline ("Frontier Pipeline") spans from Casper, Wyoming to Frontier Station, Utah through
a connection to the SLC Pipeline. HEP owns a 50% interest in this entity; the pipeline is operated by an affiliate of
Plains.

The following table sets forth certain operating data for each of our refined product, intermediate and crude pipelines,
most of which are described above. We calculate the capacity of our pipelines based on the throughput capacity for
barrels of refined product, intermediate or crude that may be transported in the existing configuration; in some cases,
this includes the use of drag reducing agents.

. . Diameter Length Capacity

Origin and Destination (inches) (miles) (bpd)

Refined Product Pipelines:

Artesia, NM to El Paso, TX 6 156 19,000
Artesia, NM to Orla, TX to El Paso, TX 8/12/8 215 70,000 M
Artesia, NM to Moriarty, NM©) 12/8 215 27,000 ®
Moriarty, NM to Bloomfield, NM® 8 191 14,400 ®
Big Spring, TX to Abilene, TX 6/8 100 20,000

Big Spring, TX to Wichita Falls, TX 6/8 227 23,000
Wichita Falls, TX to Duncan, OK 6 47 21,000
Midland, TX to Orla, TX 8/10 135 25,000
Artesia, NM to Roswell, NM 4 35 5,300 O
Mountain Home, ID 4 13 6,000
Woods Cross, UT 10/12/8 8 70,000
Woods Cross, UT to Las Vegas, NV 12 427 62,000
Salt Lake City, UT to UNEV Pipeline, UT 10 1 60,000

Tulsa, OK®
Intermediate Product Pipelines:

Lovington, NM to Artesia, NM 8 65 48,000
Lovington, NM to Artesia, NM 10 65 72,000
Lovington, NM to Artesia, NM 16 65 98,400
Tulsa, OK® 8/10/12 17 ®
Evans Junction to Artesia, NM 8 12 107 ©)
Crude Pipelines:

Artesia Region Gathering Various 497 70,000
West Texas Gathering Various 305 35,000
Roadrunner Pipeline 16 69 62,400
Beeson Pipeline 8/10 46 95,000

El Dorado Crude Delivery Pipeline 16 4 165,000
Bisti Connection Pipeline 12 13 82,000
Whites City Pipeline 8 8 40,000

13
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Includes 15,000 bpd capacity on the Orla to El Paso segment of this pipeline, leased to Alon under capacity lease

agreements.

(2)The White Lakes Junction to Moriarty segment of our Artesia to Moriarty pipeline and the Moriarty to Bloomfield
pipeline is leased from Mid-America under a long-term lease agreement.

(3)Capacity for this pipeline is reflected in the information for the Artesia to Moriarty pipeline.

(4)Tulsa gasoline and diesel fuel connections to Magellan’s pipeline are less than one mile.

ey

_8-
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( 5)The capacities of the three gas pipelines are 10 million standard cubic feet per day (“MMSCFD”), 22 MMSCFD and
10 MMSCEFD, and the two liquid pipelines are 45,000 bpd and 60,000 bpd.

(6) The capacity is in MMSCFD per day.

(7)Pipeline is currently idled.

Terminals, Loading Racks and Refinery Tankage

Our refined product terminals receive products from pipelines connected to HFC’s refineries and Alon’s Big Spring
refinery. We then distribute them to HFC and third parties, who in turn deliver them to end-users and retail outlets.
Our terminals are generally complementary to our pipeline assets and serve HFC’s and Alon’s marketing activities and
other customers. Terminals play a key role in moving product to the end-user market by providing the following
services:

distribution;

blending to achieve specified grades of gasoline and diesel, including the blending of butane, ethanol and biodiesel;
other ancillary services that include the injection of additives and filtering of jet fuel; and

storage and inventory management.

Typically, our refined product terminal facilities consist of multiple storage tanks and are equipped with automated
truck loading equipment that operates 24 hours a day. This automated system provides for control of security,
allocations, and credit and carrier certification by remote input of data by our customers. In addition, nearly all of our
terminals are equipped with truck loading racks capable of providing automated blending to individual customer
specifications.

Our refined product terminals derive most of their revenues from terminalling fees paid by customers. We charge a fee
for transferring refined products from the terminal to trucks or to pipelines connected to the terminal. In addition to
terminalling fees, we generate revenues by charging our customers fees for storage, blending, injecting additives, and
filtering jet fuel. HFC currently accounts for the substantial majority of our refined product terminal revenues.

Our crude terminal receives crude from the Osage pipeline and derives most of its revenues from throughput charges.

The table below sets forth the total average throughput for our refined product and crude terminals in each of the
periods presented:

Years Ended December 31,

2016 2015 2014 2013 2012
Refined products and crude terminalled for (bpd):

HFC 413,487 391,292 261,888 255,108 271,549
Third parties 72,342 78,403 69,100 63,791 53,456
Total 485,829 469,695 330,988 318,899 325,005
Total (mbbls) 177,813 171,439 120,811 116,398 118,952

Our refinery tankage consists of on-site tankage at HFC’s refineries. Our refinery tankage derives its revenues from
fixed fees or throughput charges in providing HFC’s refining facilities with approximately 10,377,000 barrels of
storage.

Our terminals, loading racks and refinery tankage are managed by geographic region; significant assets are grouped
accordingly and described below.

Mid-Continent Region

15
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Cheyenne, Wyoming facility truck racks

The Cheyenne loading rack facilities consist of light refined product, heavy product and LPG truck racks. These racks
load refined product and propane onto tanker trucks for delivery to markets in surrounding areas. Additionally, these
facilities include four crude oil Lease Automatic Custody Transfer ("LACT") units that unload crude oil from tanker
trucks.

El Dorado, Kansas crude tankage

On March 6, 2015, we acquired an existing crude tank farm from an unrelated party. The crude tank farm is adjacent
to HFC's El Dorado Refinery and is used, primarily, to store and supply crude oil for this refinery facility. HFC is the
main customer of this crude tank farm.

16
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El Dorado, Kansas facility truck racks
The El Dorado loading rack facilities consist of a light refined products truck rack and a propane truck rack. These
racks load refined products and propane onto tanker trucks for delivery to markets in surrounding areas.

Tankage at HFC refinery facilities
At HFC's Cheyenne, El Dorado, and Tulsa refinery facilities, HEP owns refined product, intermediate and crude
tankage that support these refineries in production and distribution. HFC is the only customer utilizing these tanks.

Tulsa, Oklahoma facilities truck and rail racks

The Tulsa truck and rail loading rack facilities consist of loading racks located at HFC’s Tulsa refinery West and East
facilities. Loading racks at the Tulsa refinery West facility consist of rail and truck racks that load refined products
and lube oil produced at the refinery onto rail cars and tanker trucks. Loading racks at the Tulsa refinery East facility
consist of truck and rail racks at which we load refined products and off load crude. The truck racks also load asphalt
and LPG.

Tulsa, Oklahoma tanks

On March 31, 2016, we acquired crude oil tanks from an unrelated party. The crude tank farm is adjacent to HFC's
Tulsa Refinery and is used, primarily, to store and supply crude oil for this refinery facility. HFC is the main customer
of this crude tank farm.

Southwest Region

Abilene, Texas terminal

This terminal receives refined products from Alon's Big Spring refinery, which accounted for all of its volumes in
2016. Refined products received at this terminal are sold locally via a truck rack or pumped over a 2-mile pipeline to
Dyess Air Force Base. Alon is the only customer at this terminal.

Artesia, New Mexico facility truck rack
The truck rack at HFC's Navajo refinery Artesia facility loads light refined product produced at the Navajo refinery
onto tanker trucks for delivery to markets in the surrounding area. HFC is the only customer of this truck rack.

Artesia, New Mexico railyard

HEP constructed 8,300 track feet of rail storage on land situated near the railway station of Artesia, New Mexico.
HEDP leases this land from BNSF Railway Company and subleases the land to HFC. HEP leases the track to HFC and
HEDP is receiving reimbursement from HFC for the construction costs over the 25 year term of the lease.

Lovington, New Mexico facility asphalt truck rack
The asphalt loading rack facility at HFC's Navajo refinery Lovington facility loads asphalt produced at the Navajo
refinery into tanker trucks. HFC is the only customer of this truck rack.

Moriarty, New Mexico terminal

We receive light refined product at this terminal from the Navajo refinery Artesia facility through our pipelines.
Refined product received at this terminal is sold locally, via the truck rack. HFC is the only customer at this terminal
and there are no competing terminals in Moriarty, New Mexico.

Orla, Texas tank farm

The Orla tank farm receives refined product from Alon's Big Spring refinery. Refined product received at the tank
farm is delivered into our Orla to El Paso pipeline segment (described above). Alon is the only customer at this tank
farm.
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Tankage at HFC refinery facilities
At HFC's Artesia and Lovington refinery facilities, HEP owns crude tankage that supports the refineries in their
production of petroleum products. HFC is the only customer utilizing these tanks.

Tucson, Arizona terminal

We own 100% of the improvements and lease the underlying ground at this terminal. Refined product received at the
Tucson terminal originate from HFC's Navajo refinery Artesia facility and is transported, on our pipelines, to HFC's
El Paso terminal where it connects to Kinder Morgan Energy Partners, L.P.'s East system pipeline that delivers into
the Tucson terminal. Refined product received at this terminal is sold locally, via the truck rack. Competition in this
market includes terminals owned by Kinder Morgan.

-10 -
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Wichita Falls, Texas terminal

This terminal receives refined product from Alon's Big Spring refinery, which accounted for all of its volumes in
2016. Refined product received at this terminal is sold via a truck rack or shipped via pipeline connections to Alon’s
terminal in Duncan, Oklahoma and also to NuStar Energy L.P.’s Southlake Pipeline. Alon is the only customer at this
terminal.

Northwest Region

Mountain Home, Idaho terminal

We receive jet fuel from third parties at this terminal that is transported on Tesoro Logistics LP's Salt Lake City to
Boise, Idaho pipeline. We then transport the jet fuel from the Mountain Home terminal through our 13-mile pipeline
to the United States Air Force base outside of Mountain Home. Our pipeline associated with this terminal is the only
pipeline that supplies jet fuel to the air base. We are paid a single fee, from the Defense Energy Support Center, for
injecting, storing, testing and transporting jet fuel at this terminal.

Spokane, Washington Terminal

This terminal is connected to the Woods Cross refinery via a Tesoro Logistics common carrier pipeline. The Spokane
terminal is also supplied by rail and truck. Refined product received at this terminal is sold locally, via the truck rack.
We have several major customers at this terminal. Other terminals in the Spokane area include terminals owned by
ExxonMobil and ConocoPhillips.

Tankage at HFC refinery facilities
At HFC's Woods Cross refinery facility, HEP owns crude tankage that supports the refinery in its production of
petroleum products. HFC is the only customer utilizing these tanks.

UNEYV terminals

UNEV owns two terminals, located in Cedar City, Utah and Las Vegas, Nevada, that receive product primarily from
HFC and Sinclair through the UNEV Pipeline, originating in Woods Cross, Utah. Refined product received at these
terminals is sold locally.

Woods Cross, Utah facility truck rack

The truck rack at the Woods Cross facility loads light refined product produced at HFC's Woods Cross refinery onto
tanker trucks for delivery to markets in the surrounding area. HFC is the only customer of this truck rack.

-11 -
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The following table outlines the locations of our terminals and their storage capacities, number of tanks, supply
source, and mode of delivery:
Storage  Number

Terminal Location Capacity of Supply Source Mode of Delivery
(barrels) Tanks

Moriarty, NM 211,000 9 Pipeline Truck

Bloomfield, NM (D 203,000 7 Pipeline Truck

Tucson, AZ? 186,000 9 Pipeline Truck

Mountain Home, ID®) 122,000 4 Pipeline Pipeline

Spokane, WA 384,000 28 Pipeline/Rail Truck

Abilene, TX 157,000 6 Pipeline Truck/Pipeline

Wichita Falls, TX 220,000 11 Pipeline Truck/Pipeline

Las Vegas, NV 378,000 12 Pipeline/Truck Truck

Cedar City, UT 235,000 7 Pipeline/Rail/Truck Truck

Orla tank farm 129,000 5 Pipeline Pipeline

El Dorado, KS crude tankage 1,150,000 11 Pipeline Pipeline

Artesia facility railyard N/A N/A Rail Rail

Artesia facility truck rack N/A N/A Refinery Truck

Lovington facility asphalt truck rack ~ N/A N/A Refinery Truck

Woods Cross facility truck rack N/A N/A Refinery Truck/Pipeline

Tulsa West facility truck and rail rack N/A N/A Refinery Truck/Rail/Pipeline

Tulsa East facility truck and rail racks N/A N/A Refinery Truck/Rail/Pipeline

Cheyenne facility truck racks N/A N/A Refinery Truck

El Dorado facility truck racks N/A N/A Refinery Truck

Total 3,375,000

(1)Inactive

(2) The underlying ground at the Tucson terminal is leased.
(3)Handles only jet fuel.

The following table outlines the locations of our refinery tankage, storage capacity, tankage type and number of
tanks:

Storage Number
Refinery Location Capacity = Tankage Type of
(barrels) Tanks
Artesia , NM 180,000 Crude oil 2
Lovington, NM 309,000 Crude oil 2
Woods Cross, UT 190,000 Crude oil 3
Tulsa, OK 3,855,000 Crude oil and refined product 60

Cheyenne, WY 1,966,000 Crude oil and refined product 56
El Dorado, KS 3,877,000 Refined and intermediate product 85
Total 10,377,000
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CONTROL OPERATIONS OF PIPELINES AND TERMINALS

All of our pipelines are operated via geosynchronous satellite, microwave and radio systems from our central control
room located in Artesia, New Mexico. We also monitor activity at our terminals from this control room. The control
center operates with state-of-the-art Supervisory Control and Data Acquisition, or SCADA, systems. Our control
center is equipped with computer systems designed to continuously monitor operational data, including refined
product and crude oil throughput, flow rates, and pressures. In addition, the control center monitors alarms and
throughput balances. The control center operates remote pumps, motors, engines, and valves associated with the
delivery of refined products and crude oil. The computer systems are designed to enhance leak-detection capabilities,
sound automatic alarms if operational conditions outside of pre-established parameters occur, and provide for
remote-controlled shutdown of pump stations on the pipelines. Pump stations and meter-measurement points on the
pipelines are linked by satellite or telephone communication systems for remote monitoring and control, which
reduces our requirement for full-time on-site personnel at most of these locations.

REFINERY PROCESSING UNITS

Our refinery processing units are integrated in HFC's El Dorado, Kansas refinery and HFC's Woods Cross, Utah
refinery and are used to support their daily operations, which chemically transform crude oil into various petroleum
products, including gasoline, diesel, LPGs, and asphalt.

HFC is committed to supply these units with a minimum feedstock throughput for each calender quarter. HEP has
committed that these units yield a certain level of petroleum product. The initial terms for the refinery processing units
at HFC's El Dorado and Woods Cross refineries extend through 2030 and 2031, respectively.

The El Dorado units were first operational in the third and fourth quarters of 2015 and the Woods Cross units were
first operational in the second quarter of 2016. These units will be operating on a daily basis until they are taken down
for large-scale maintenance, which can be every two to four years and could last from two to four weeks. During this
maintenance period (turnaround), the minimum feedstock throughput is adjusted so that HFC is not penalized for
HEP's maintenance requirements.

HEP's revenue is primarily generated from the minimum throughput commitment, and HEP charges a tolling fee per
barrel or thousand standard cubic feet of feedstock throughput. The tolling fee is meant to provide HEP with revenue
that surpasses the amount of its expected operating costs, which include natural gas and maintenance. On any calendar
month where the cost of natural gas exceeds what is included in the tolling fee, HEP will charge HFC for recovery of
this additional cost. Additionally, if operating costs are more than expected after the first calendar year of operation,
the tolling fee will be permanently adjusted, one time, to recover these costs. The same type of one-time adjustment
will be made upon completion of the first turnaround for each unit.

Our refinery processing units are managed by refinery; significant assets are grouped accordingly and described
below.

El Dorado Refinery

Naphtha Fractionation Unit - El Dorado, Kansas refinery facility

The feedstock used by the naphtha fractionation unit is desulfurized naphtha, which is produced by the refinery earlier
in the refining process. Desulfurized naphtha is a key component in gasoline, and this unit is used to reduce the level
of benzene precursors. This allows the resulting product to be processed further to produce gasoline that meets
regulatory requirements. The unit's feedstock capacity is 50,000 bpd of desulfurized naphtha.
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Hydrogen Generation Unit - El Dorado, Kansas refinery facility

The hydrogen unit primarily uses natural gas as a feedstock to produce hydrogen gas that is used in HFC's operation
of its El Dorado, Kansas refinery. This feedstock is supplied from purchased natural gas. The hydrogen unit's natural
gas feedstock capacity is 6,100 thousand standard cubic feet per day.

Woods Cross Refinery

Crude Unit - Woods Cross, Utah refinery facility

The crude unit is comprised of several components, primarily an atmospheric distillation tower, a desalter and heat
exchangers, together referred to as the crude unit. The crude unit uses black wax and other crudes as feedstock and is
the first step in the refining process to separate crude into refined products. This process is accomplished by heating
the crude until it is distilled into various intermediate streams. These intermediate streams are further refined
downstream of the crude unit. The initial rejection of major contaminants is also performed by the crude unit. Its
feedstock capacity is 15,000 bpd of crude oil.

-13 -
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Fluid Catalytic Cracking Unit - Woods Cross, Utah refinery facility

The fluid catalytic cracking unit ("FCC") is used to convert the high-boiling, high-molecular weight hydrocarbon
fractions of crude oil to more valuable products like gasoline, diesel and LPGs. This conversion is performed by the
cracking of petroleum hydrocarbons achieved from extremely high temperatures and fluidized catalyst. The FCC's
capacity is 8,000 bpd of atmospheric tower bottoms from the crude unit, discussed above, and gas oil.

Polymerization Unit - Woods Cross, Utah refinery facility

The polymerization unit uses the LPGs, propylene and butylene, from the FCC unit and polymerizes them into high
octane gasoline blendstock using heat and catalysts. This gasoline blendstock is combined with other blendstocks in
the refinery to make finished gasoline. The polymerization unit's feedstock capacity is 2,500 bpd.

ACQUISITIONS

Osage

On February 22, 2016, HFC obtained a 50% membership interest in Osage Pipe Line Company, LLC (“Osage”) in a
non-monetary exchange for a 20-year terminalling services agreement, whereby, a subsidiary of Magellan Midstream
Partners (“Magellan”) will provide terminalling services for all HFC products originating in Artesia, New Mexico that
require terminalling in or through El Paso, Texas. Osage is the owner of the Osage pipeline, a 135-mile pipeline that
transports crude oil from Cushing, Oklahoma to HFC’s El Dorado Refinery in Kansas and also has a connection to the
Jayhawk pipeline that services the CHS refinery in McPherson, Kansas. The Osage pipeline is the primary pipeline
that supplies HFC's El Dorado Refinery with crude oil.

Concurrent with this transaction, we entered into a non-monetary exchange with HFC, whereby we received HFC’s
interest in Osage in exchange for our El Paso terminal. Under this exchange, we have also agreed to build two
connections on our south products pipeline system that will permit HFC access to Magellan’s El Paso terminal.
Effective upon the closing of this exchange, we are the named operator of the Osage pipeline and transitioned into that
role on September 1, 2016.

Tulsa Tanks

On March 31, 2016, we acquired crude oil tanks located at HFC’s Tulsa refinery from an affiliate of Plains for $39.5
million. In 2009, HFC sold these tanks to Plains and leased them back, and due to HFC’s continuing interest in the
tanks, HFC accounted for the transaction as a financing arrangement. Accordingly, the tanks remained on HFC’s
balance sheet and were depreciated for accounting purposes.

Cheyenne Pipeline

On June 3, 2016, we acquired a 50% interest in Cheyenne Pipeline LLC, owner of the Cheyenne pipeline, in exchange
for a contribution of $42.6 million in cash to Cheyenne Pipeline LLC. Cheyenne Pipeline LLC will continue to be
operated by Plains, which owns the remaining 50% interest. The 87-mile crude oil pipeline runs from Fort Laramie to
Cheyenne, Wyoming and has an 80,000 bpd capacity.

Woods Cross Operating

Effective October 1, 2016, we acquired all the membership interests of Woods Cross Operating LLC (“Woods Cross
Operating”), a wholly owned subsidiary of HFC, which owns the newly constructed atmospheric distillation tower,
FCC, and polymerization unit located at HFC’s Woods Cross refinery, for cash consideration of $278 million. The
consideration was funded with approximately $103 million in proceeds from a private placement of 3,420,000
common units representing limited partnership interests at a price of $30.18 per common unit with the balance funded
with borrowings under our credit facility. In connection with this transaction, we entered into 15-year tolling
agreements containing minimum quarterly throughput commitments from HFC that provide minimum annualized
revenues of $56.7 million.
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The acquisitions above and their basis of presentation are described further in Notes 1 and 2 in notes to consolidated
financial statements of HEP and the descriptions in Notes 1 and 2 are incorporated herein by reference.

AGREEMENTS WITH HFC AND ALON

We serve HFC's refineries under long-term pipeline, terminal, tankage and refinery processing unit throughput
agreements expiring from 2019 to 2036. Under these agreements, HFC agrees to transport, store, and process
throughput volumes of refined products, crude oil and feedstocks on our pipelines, terminal, tankage, loading rack
facilities and refinery processing units that result in minimum annual payments to us. These minimum annual
payments or revenues are subject to annual rate adjustments on July 1st

-14 -
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each year based on the PPI or the FERC index. As of December 31, 2016, these agreements with HFC require
minimum annualized payments to us of $321.0 million.

If HFC fails to meet its minimum volume commitments under the agreements in any quarter, it will be required to pay
us the amount of any shortfall in cash by the last day of the month following the end of the quarter. Under certain of
the agreements, a shortfall payment may be applied as a credit in the following four quarters after minimum
obligations are met.

We have a pipelines and terminals agreement with Alon expiring in 2020 under which Alon has agreed to transport on
our pipelines and throughput through our terminals volumes of refined products that result in a minimum level of
annual revenue that also is subject to annual tariff rate adjustments. We also have a capacity lease agreement under
which we lease Alon space on our Orla to El Paso pipeline for the shipment of refined product. The terms under this
lease agreement expire beginning in 2018 through 2022. As of December 31, 2016, these agreements with Alon
require minimum annualized payments to us of $32.6 million.

A significant reduction in revenues under these agreements could have a material adverse effect on our results of
operations.

Furthermore, if new laws or regulations that affect terminals or pipelines are enacted that require us to make
substantial and unanticipated capital expenditures at the pipelines or terminals, we will have the right after we have
made efforts to mitigate their effects to negotiate a monthly surcharge on HFC for the use of the terminals or to file for
an increased tariff rate for use of the pipelines to cover HFC’s pro rata portion of the cost of complying with these laws
or regulations including a reasonable rate of return. In such instances, we will negotiate in good faith with HFC to
agree on the level of the monthly surcharge or increased tariff rate.

For additional information regarding our significant customers, see Note 9 to the Consolidated Financial Statements
included in Item 8 of Part II of this Form 10-K.

Omnibus Agreement

Under certain provisions of an omnibus agreement we have with HFC (the “Omnibus Agreement”), we pay HFC an
annual administrative fee ($2.5 million in 2016) for the provision by HFC or its affiliates of various general and
administrative services to us. This fee includes expenses incurred by HFC to perform centralized corporate functions,
such as executive management, legal, accounting, treasury, information technology and other corporate services,
including the administration of employee benefit plans. This fee does not include the salaries of personnel employed
by HFC who perform services for us on behalf of HLS or the cost of their employee benefits, which are separately
charged to us by HFC. We also reimburse HFC and its affiliates for direct expenses they incur on our behalf. In
addition, we also pay for our own direct general and administrative costs, including costs relating to operating as a
separate publicly held entity, such as costs for preparation of partners’ K-1 tax information, SEC filings, investor
relations, directors’ compensation, directors’ and officers’ insurance and registrar and transfer agent fees.

Under HLS’s secondment agreement with HFC (the “Secondment Agreement”), certain employees of HFC are seconded
to HLS, our ultimate general partner, to provide operational and maintenance services for certain of our processing,
refining, pipeline and tankage assets at the El Dorado and Cheyenne refineries, and HLS reimburses HFC for its
prorated portion of the wages, benefits, and other costs of these employees for our benefit.

CAPITAL REQUIREMENTS

Our pipeline and terminalling operations are capital intensive, requiring investments to maintain, expand, upgrade or
enhance existing operations and to meet environmental and operational regulations. Our capital requirements have
consisted of, and are expected to continue to consist of, maintenance capital expenditures and expansion capital
expenditures. “Maintenance capital expenditures” represent capital expenditures to replace partially or fully depreciated
assets to maintain the operating capacity of existing assets. Maintenance capital expenditures include expenditures
required to maintain equipment reliability, tankage and pipeline integrity, safety and to address environmental
regulations. “Expansion capital expenditures” represent capital expenditures to expand the operating capacity of existing
or new assets, whether through construction or acquisition. Expansion capital expenditures include expenditures to
acquire assets, to grow our business and to expand existing facilities, such as projects that increase throughput

capacity on our pipelines and in our terminals. Repair and maintenance expenses associated with existing assets that
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are minor in nature and do not extend the useful life of existing assets are charged to operating expenses as incurred.

Each year the board of directors of HLS, our ultimate general partner, approves our annual capital budget, which
specifies capital projects that our management is authorized to undertake. Additionally, at times when conditions
warrant or as new opportunities arise, additional projects may be approved. The funds allocated for a particular capital
project may be expended over a period in excess of a year, depending on the time required to complete the project.
Therefore, our planned capital expenditures for a given year consist of expenditures approved for capital projects
included in the current year's capital budget as well as, in certain cases,
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expenditures approved for capital projects in capital budgets for prior years. The 2017 capital budget is comprised of
$9 million for maintenance capital expenditures and $30 million for expansion capital expenditures. We expect the
majority of the expansion capital budget to be invested in refined product pipeline expansions, crude system
enhancements, new storage tanks, and enhanced blending capabilities at our racks. In addition to our capital budget,
we may spend funds periodically to perform capital upgrades or additions to our assets where a customer reimburses
us for such costs. The upgrades or additions would generally benefit the customer over the remaining life of the
related service agreements.

We expect that our currently planned sustaining and maintenance capital expenditures, as well as expenditures for
acquisitions and capital development projects, will be funded with cash generated by operations, the sale of additional
limited partner common units, the issuance of debt securities and advances under our senior secured revolving credit
facility (the “Credit Agreement”), or a combination thereof. With volatility and uncertainty at times in the credit and
equity markets, there may be limits on our ability to issue new debt or equity financing. Additionally, due to pricing
movements in the debt and equity markets, we may not be able to issue new debt and equity securities at acceptable
pricing. Without additional capital beyond amounts available under the Credit Agreement, our ability to obtain funds
for some of these capital projects may be limited.

Under the terms of the transaction to acquire HFC's 75% interest in UNEV, we issued to HFC a Class B unit
comprising a noncontrolling equity interest in a wholly-owned subsidiary subject to redemption to the extent that HFC
is entitled to a 50% interest in our share of annual UNEV earnings before interest, income taxes, depreciation and
amortization above $30 million beginning July 1, 2016, and ending in June 2032, subject to certain limitations.
However, to the extent earnings thresholds are not achieved, no redemption payments are required. No redemption
payments have been required to date.

SAFETY AND MAINTENANCE

Many of our pipelines are subject to regulation by the Pipeline and Hazardous Materials Safety Administration
(“PHMSA”) of the Department of Transportation. PHMSA has promulgated regulations governing, among other things,
maximum operating pressures, pipeline patrols and leak surveys, minimum depth requirements, and emergency
procedures, as well as other matters intended to prevent accidents and failures. Additionally, PHMSA has
promulgated regulations requiring pipeline operators to develop and implement integrity management programs for
certain pipelines that, in the event of a pipeline leak or rupture, could affect “high consequence areas,” which are areas
where a release could have the most significant adverse consequences, including high-population areas, certain
drinking water sources and unusually sensitive ecological areas. We believe that our pipeline operations are in
substantial compliance with requirements; however, due to the possibility of new or amended laws and regulations or
reinterpretation of existing laws and regulations, future compliance could result in increased costs.

In addition, many states have adopted regulations, similar to existing PHMSA regulations, for certain intrastate
pipelines. For example, Texas has developed regulatory programs that largely parallel the federal regulatory scheme
and impose additional requirements for certain pipelines.

We perform preventive and normal maintenance on all of our pipeline systems and make repairs and replacements
when necessary or appropriate. We also conduct routine and required inspections of our pipelines and other assets as
required by regulations. We inject corrosion inhibitors into our mainlines to help control internal corrosion. External
coatings and impressed current cathodic protection systems are used to protect against external corrosion. We
regularly monitor, test and record the effectiveness of these corrosion-inhibiting sy