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Cautionary Note Regarding Forward-Looking Statements

Certain matters contained in this Quarterly Report on Form 10-Q include “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). We
make these forward-looking statements in reliance on the safe harbor protections provided under the Private Securities Litigation Reform Act of 1995.

All statements, other than statements of historical fact, included in this Form 10-Q regarding the prospects of our industry, our anticipated financial
performance, management’s plans and objectives for future operations, planned capital expenditures, business prospects, outcome of regulatory proceedings,
market conditions and other matters, may constitute forward-looking statements. In addition, forward-looking statements generally can be identified by the
use of forward-looking words such as “may,” “will,” “expect,” “intend,” “estimate,” “foresee,” “project,” “anticipate,” “believe,” “plans,” “forecasts,”
“continue” or “could” or the negative of these terms or variations of them or similar terms. Although we believe that the expectations reflected in these
forward-looking statements are reasonable, we cannot assure you that these expectations will prove to be correct. These forward-looking statements are
subject to certain known and unknown risks, and uncertainties, as well as assumptions that could cause actual results to differ materially from those reflected
in these forward-looking statements. Factors that might cause actual results to differ include, but are not limited to, those discussed in Item 1A of our most
recent Annual Report on Form 10-K, entitled “Risk Factors,” risk factors discussed in other reports and documents that we file with the Securities and
Exchange Commission (the “SEC”) and the following:

• Our ability to generate sufficient cash flow from operations to enable us to pay our debt obligations and our current and expected dividends or to
fund our other liquidity needs;

• Any sustained reduction in demand for, or supply of, the petroleum products we gather, transport, process, market and store;

• The effect of our debt level on our future financial and operating flexibility, including our ability to obtain additional capital on terms that are
favorable to us;

• Our ability to access the debt and equity markets, which will depend on general market conditions and the credit ratings for our debt obligations and
equity;

• The failure to realize the anticipated benefits of our acquisition of 100% of the equity interests in Buffalo Parent Gulf Coast Terminals LLC
("Buffalo Parent"), the parent company of Buffalo Gulf Coast Terminals LLC ("BGCT") and HFOTCO LLC, doing business as Houston Fuel Oil
Terminal Company LLC (“HFOTCO”);

• The loss of, or a material nonpayment or nonperformance by, any of our key customers;

• The amount of cash distributions, capital requirements and performance of our investments and joint ventures;

• The consequences of any divestitures of non-strategic operating assets or divestitures of interests in some of our operating assets through
partnerships and/or joint ventures;

• The amount of collateral required to be posted from time to time in our purchase, sale or derivative transactions;

• The impact of operational and developmental hazards and unforeseen interruptions;

• Our ability to obtain new sources of supply of petroleum products;

• Competition from other midstream energy companies;

• Our ability to comply with the covenants contained in our credit agreements, continuing covenant agreement and the indentures governing our notes,
including requirements under our credit agreements and continuing covenant agreement to maintain certain financial ratios;

• Our ability to renew or replace expiring storage, transportation and related contracts;

• The overall forward markets for crude oil, natural gas and natural gas liquids;

• The possibility that the construction or acquisition of new assets may not result in the corresponding anticipated revenue increases;

• Any future impairment of goodwill resulting from the loss of customers or business;

• Changes in currency exchange rates;

• Weather and other natural phenomena, including climate conditions;

• A cyber attack involving our information systems and related infrastructure, or that of our business associates;
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• The risks and uncertainties of doing business outside of the U.S., including political and economic instability and changes in local governmental
laws, regulations and policies;

• Costs of, or changes in, laws and regulations and our failure to comply with new or existing laws or regulations, particularly with regard to taxes,
safety and protection of the environment;

• The possibility that our hedging activities may result in losses or may have a negative impact on our financial results; and

• General economic, market and business conditions.

New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and it is
not possible for us to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from those
contained in any forward-looking statement.

Readers are cautioned not to place undue reliance on any forward-looking statements contained in this Form 10-Q, which reflect management’s
opinions only as of the date hereof. Except as required by law, we undertake no obligation to revise or publicly release the results of any revision to any
forward-looking statements. 

_________________________________________________________________________________________________

Investors and others should note that we announce material company information using our investor relations website (www.semgroupcorp.com), SEC
filings, press releases, public conference calls and webcasts. We use these channels, as well as social media, to communicate with our investors and the public
about our company, our businesses and our results of operations. The information we post on social media could be deemed to be material information.
Therefore, we encourage investors, the media and others interested in our company to review the information we post on the social media channels listed on
our investor relations website.

As used in this Form 10-Q, and unless the context indicates otherwise, the terms “the Company,” “SemGroup,” “we,” “us,” “our,” “ours,” and similar
terms refer to SemGroup Corporation, its consolidated subsidiaries, and its predecessors. We sometimes refer to crude oil, natural gas, natural gas liquids
(natural gas liquids, or “NGLs,” include ethane, propane, normal butane, iso-butane, and natural gasoline), refined petroleum products, residual fuel oil and
liquid asphalt cement, collectively, as “petroleum products” or “products.”
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

SEMGROUP CORPORATION
Unaudited Condensed Consolidated Balance Sheets
(In thousands, except par value)

 March 31, 2018  December 31, 2017

ASSETS    
Current assets:    

Cash and cash equivalents $ 285,498  $ 93,699
Accounts receivable (net of allowance of $1,788 and $2,628, respectively) 535,705  653,484
Receivable from affiliates 937  1,691
Inventories 81,542  101,665
Current assets held for sale 2,501  38,063
Other current assets 17,341  14,297
Total current assets 923,524  902,899

Property, plant and equipment (net of accumulated depreciation of $483,904 and $444,842, respectively) 3,380,574  3,315,131
Equity method investments 279,054  285,281
Goodwill 257,302  257,302
Other intangible assets (net of accumulated amortization of $64,810 and $56,409, respectively) 390,242  398,643
Other noncurrent assets 142,845  132,600
Noncurrent assets held for sale 65,784  84,961

Total assets $ 5,439,325  $ 5,376,817

LIABILITIES, PREFERRED STOCK AND OWNERS’ EQUITY    
Current liabilities:    

Accounts payable $ 492,507  $ 587,898
Payable to affiliates 2,321  6,971
Accrued liabilities 100,373  131,407
Deferred revenue 8,312  7,518
Current liabilities held for sale 2,434  23,847
Other current liabilities 19,184  3,395
Current portion of long-term debt 5,527  5,525
Total current liabilities 630,658  766,561

Long-term debt, net 2,733,957  2,853,095
Deferred income taxes 60,551  46,585
Other noncurrent liabilities 37,384  38,495
Noncurrent liabilities held for sale 14,258  13,716
Commitments and contingencies (Note 7)  
Preferred stock, $0.01 par value, $350,000 liquidation preference (authorized - 4,000 shares; issued -
350 and 0 shares, respectively) 342,354  —
SemGroup owners’ equity:    

Common stock, $0.01 par value (authorized - 100,000 shares; issued - 79,062 and 79,708 shares,
respectively) 785  786

Additional paid-in capital 1,735,646  1,770,117
Treasury stock, at cost (35 and 1,024 shares, respectively) (381)  (8,031)
Accumulated deficit (80,257)  (50,706)
Accumulated other comprehensive loss (35,630)  (53,801)

Total owners’ equity 1,620,163 1,658,365

Total liabilities, preferred stock and owners’ equity $ 5,439,325  $ 5,376,817
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SEMGROUP CORPORATION
Unaudited Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
(Dollars in thousands, except per share amounts)
 

 Three Months Ended March 31,

 2018  2017

Revenues:    
Product $ 510,768  $ 373,361
Service 131,895  68,193
Lease 4,329  —
Other 14,617  14,546

Total revenues 661,609  456,100
Expenses:   

Costs of products sold, exclusive of depreciation and amortization shown below 496,132  348,998
Operating 69,791  52,083
General and administrative 26,477  21,712
Depreciation and amortization 50,536 24,599
Loss (gain) on disposal or impairment, net (3,566) 2,410
Total expenses 639,370 449,802

Earnings from equity method investments 12,614  17,091
Operating income 34,853 23,389
Other expenses (income), net:

Interest expense 42,461 13,867
Loss on early extinguishment of debt — 19,922
Foreign currency transaction loss 3,294 —
Other income, net (950) (218)
Total other expenses, net 44,805 33,571

Loss before income taxes (9,952) (10,182)
Income tax expense 23,083 95
Net loss (33,035) (10,277)

Less: cumulative preferred stock dividends 4,832  —
Net loss attributable to common shareholders $ (37,867) $ (10,277)
Net loss $ (33,035) $ (10,277)
Other comprehensive income, net of income tax 18,171 6,033
Comprehensive loss $ (14,864) $ (4,244)
Net loss per common share (Note 12):    

Basic $ (0.48)  $ (0.16)
Diluted $ (0.48)  $ (0.16)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SEMGROUP CORPORATION
Unaudited Condensed Consolidated Statements of Cash Flows
(Dollars in thousands)
 

 Three Months Ended March 31,

 2018  2017

Cash flows from operating activities:    
Net loss $ (33,035)  $ (10,277)
Adjustments to reconcile net loss to net cash provided by operating activities:    

Depreciation and amortization 50,536  24,599
Loss (gain) on disposal or impairment of long-lived assets, net (3,566)  2,410
Earnings from equity method investments (12,614)  (17,091)
Distributions from equity method investments 12,605  17,301
Amortization of debt issuance costs and discount 1,796  1,364
Loss on early extinguishment of debt —  19,922
Deferred tax expense (benefit) 10,044  (634)
Non-cash equity compensation 2,196  2,757
Provision for uncollectible accounts receivable, net of recoveries (173)  151
Foreign currency transaction loss 3,294  —
Inventory valuation adjustment —  455
Changes in operating assets and liabilities (Note 13) 52,497  (12,948)

Net cash provided by operating activities 83,580  28,009
Cash flows from investing activities:    

Capital expenditures (131,784)  (92,248)
Proceeds from sale of long-lived assets 16  15,500
Contributions to equity method investments (309)  (2,490)
Proceeds from the sale of Mexican asphalt business, net 63,830  —
Distributions in excess of equity in earnings of affiliates 6,545  4,392
Net cash used in investing activities (61,702)  (74,846)

Cash flows from financing activities:    
Debt issuance costs (459)  (4,632)
Borrowings on credit facilities and issuance of senior notes, net of discount —  437,018
Principal payments on credit facilities and other obligations (134,246)  (348,278)
Debt extinguishment costs —  (16,293)
Proceeds from issuance preferred stock, net of offering costs 342,354  —
Repurchase of common stock for payment of statutory taxes due on equity-based compensation (381)  (1,047)
Dividends paid (37,230)  (29,770)
Proceeds from issuance of common stock under employee stock purchase plan 24  231
Net cash provided by financing activities 170,062  37,229

Effect of exchange rate changes on cash and cash equivalents (141)  1,248
Change in cash and cash equivalents 191,799  (8,360)
Cash and cash equivalents at beginning of period 93,699  74,216
Cash and cash equivalents at end of period $ 285,498  $ 65,856

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

Page 7



Table of Contents

SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements
 
1. OVERVIEW

SemGroup Corporation is a Delaware corporation headquartered in Tulsa, Oklahoma. The terms “we,” “our,” “us,” “SemGroup,” “the Company” and
similar language used in these notes to the unaudited condensed consolidated financial statements refer to SemGroup Corporation and its subsidiaries.

Basis of presentation

The accompanying condensed consolidated balance sheet at December 31, 2017, which is derived from audited financial statements, and the unaudited
condensed consolidated interim financial statements have been prepared in accordance with accounting principles generally accepted in the United
States (“U.S. GAAP”) and the rules and regulations of the Securities and Exchange Commission (“SEC”). These financial statements include all
normal and recurring adjustments that, in the opinion of management, are necessary to present fairly the financial position of the Company and the
results of its operations and its cash flows.

Our condensed consolidated financial statements include the accounts of our controlled subsidiaries. All significant transactions between our
consolidated subsidiaries have been eliminated.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts and disclosures in the financial statements. Although management believes these estimates are reasonable, actual results could differ
materially from these estimates. The results of operations for the three months ended March 31, 2018, are not necessarily indicative of the results to be
expected for the full year ending December 31, 2018.

Pursuant to the rules and regulations of the SEC, the accompanying condensed consolidated financial statements do not include all of the information
and notes normally included with financial statements prepared in accordance with U.S. GAAP. Certain reclassifications have been made to conform
previously reported balances to the current presentation. These condensed consolidated financial statements should be read in conjunction with the
audited consolidated financial statements and notes thereto for the year ended December 31, 2017, which are included in our Annual Report on Form
10-K for the year ended December 31, 2017, filed with the SEC.

Our significant accounting policies are consistent with those described in our Annual Report on Form 10-K for the year ended December 31, 2017.

Recently adopted accounting pronouncements

In May 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2017-09, “Compensation - Stock
Compensation (Topic 718): Scope of Modification Accounting”, to provide clarity and reduce diversity in practice in determining which changes to
terms or conditions of a share-based payment award require an entity to apply modification accounting under Accounting Standards Codification Topic
718. We adopted this guidance in the first quarter of 2018. The impact was not material.

In March 2017, the FASB issued ASU 2017-07, “Compensation - Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic Pension
Cost and Net Periodic Post-retirement Benefit Cost”, which requires that an employer disaggregate the service cost component from other components
of net benefit cost. This ASU also provides explicit guidance on how to present the service cost component and the other components of net benefit
cost in the income statement and allows only the service cost component of net benefit cost to be eligible for capitalization. We adopted this guidance
retrospectively in the first quarter of 2018. For the three months ended March 31, 2017, we reclassified $0.1 million of non-service pension costs from
“general and administrative expense” to “other expense (income)”.

In October 2016, the FASB issued ASU 2016-16, “Income Taxes (Topic 740): Intra-Entity Transfers of Assets Other Than Inventory”, which requires
an entity to recognize the income tax consequences of an intra-entity transfer of an asset other than inventory when the transfer occurs. We adopted this
guidance in the first quarter of 2018. The impact was not material.

In August 2016, the FASB issued ASU 2016-15, “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments (a
consensus of the Emerging Issues Task Force)”, to reduce diversity in practice in how certain transactions are classified in the statement of cash flows.
The update addresses eight different transaction types and clarifies how to classify each in the statement of cash flows, where previously there was
unclear or no specific guidance. We adopted this guidance in the first quarter of 2018. The impact was not material.
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SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements

1. OVERVIEW, Continued

In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers”, as amended, which supersedes nearly all existing revenue
recognition guidance under U.S. GAAP. The core principle of ASU 2014-09 is to recognize revenues when promised goods or services are transferred
to customers in an amount that reflects the consideration to which an entity expects to be entitled for those goods or services. ASU 2014-09 defines a
five step process to achieve this core principle and, in doing so, more judgment and estimates may be required within the revenue recognition process
than were required under previous U.S. GAAP.

On January 1, 2018, we adopted the guidance of ASU 2014-09, codified as Accounting Standards Codification 606 - Revenue from Contracts with
Customers (“ASC 606”), using a modified retrospective approach. Upon adoption, a reduction to accumulated deficit of $11.5 million was recorded to
reflect the impact of adoption related to uncompleted contracts at the date of adoption. The impacts of adoption to the current period results are as
follows (in thousands):

 Three Months Ended March 31, 2018

 Under ASC 606  Under ASC 605  Increase/(Decrease)

Accounts receivable, net $ 535,705  $ 534,350  $ 1,355
Other noncurrent assets $ 142,845  $ 124,836  $ 18,009
Other current liabilities $ 19,184  $ 18,341  $ 843
Deferred income taxes $ 60,551  $ 54,970  $ 5,581
Accumulated deficit $ (80,257)  $ (93,197)  $ 12,940
      

      

Revenue $ 661,609  $ 655,723  $ 5,886
Cost of sales $ 496,132  $ 492,591  $ 3,541
General and administrative expense $ 26,477  $ 26,377  $ 100
Income tax expense (benefit) $ 23,083  $ 22,265  $ 818
Net loss $ (33,035)  $ (34,462)  $ 1,427
Net loss attributable to common shareholders $ (37,867)  $ (39,294)  $ 1,427
Net loss per common share:      

Basic $ (0.48)  $ (0.50)  $ 0.02
Diluted $ (0.48)  $ (0.50)  $ 0.02

• Changes to revenue primarily relate to the timing of recognition of deficiencies on take-or-pay agreements for which there is a contractual
make-up period and a change to reporting certain gas gathering and processing fees as revenue rather than a reduction of cost of sales. Under
ASC 605 - Revenue (“ASC 605”), revenue related to deficiencies with a make-up period was deferred until the contractual right to make-up a
deficiency expired. Under ASC 606, we recognize all or a portion of revenue related to deficiencies before the make-up period expires if we
determine that it is probable that the customer will not make-up all or some of its deficient volumes, for example if there is insufficient
capacity to make up the deficient volumes. This may lead to earlier recognition of deficiency revenues under ASC 606 as compared with ASC
605.

• Changes to cost of sales are due to how certain gathering and processing fees related to percentage of proceeds contracts are treated as
revenues rather than reductions to purchase price of commodities (cost of sales).

• Changes to accounts receivable, net and noncurrent receivables (included in other noncurrent assets on the condensed consolidated balance
sheets) primarily relate to the timing of recognizing take-or-pay deficiencies with make-up rights as discussed above. Noncurrent receivables
related to contracts for which we do not have the right to bill the customer for deficiencies until the contract expiration date.

• Changes to other noncurrent assets include success fee payments to third parties for certain contracts which were expensed as incurred under
ASC 605, but which have been recognized as assets under ASC 606 and are amortized to general and administrative expense in the
consolidated statement of operations and comprehensive income (loss).
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SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements

1. OVERVIEW, Continued

• Changes to deferred income taxes primarily relate to the deferred tax impact of adoption entries.

• Changes to retained earnings are due to the impact of adoption at January 1, 2018, as described above, and cumulative differences in net
income through March 31, 2018.

See Note 10 for additional information.

Recent accounting pronouncements not yet adopted

In February 2018, the FASB issued ASU 2018-02, “Income Statement - Reporting Comprehensive Income (Topic 220): Reclassification of Certain Tax
Effects from Accumulated Other Comprehensive Income”, which allows a reclassification from accumulated other comprehensive income to retained
earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act. For public entities, this ASU is effective for annual periods beginning after
December 15, 2018, and interim periods within those years and early adoption is permitted in the year prior to the effective date. We will adopt this
guidance in the first quarter of 2019. The amendments in this update should be applied either in the period of adoption or retrospectively to each period
(or periods) in which the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts and Jobs Act is recognized. The impact is
not expected to be material.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments”, which introduces new guidance for estimating credit losses on certain types of financial instruments based on expected losses and the
timing of the recognition of such losses. For public entities, this ASU is effective for annual periods beginning after December 15, 2019, and interim
periods within those years and early adoption is permitted in the year prior to the effective date. We will adopt this guidance in the first quarter of 2020.
The impact is not expected to be material.

In February 2016, the FASB issued ASU 2016-02, “Leases (Topic 842)”, which amends the existing lease guidance to require lessees to recognize
assets and liabilities on the balance sheet for the rights and obligations created by operating and finance leases and to disclose additional quantitative
and qualitative information about leasing arrangements. This ASU, as amended, also provides clarifications surrounding the presentation of the effects
of leases in the income statement and statement of cash flows. For public entities, this ASU will be effective for annual periods beginning after
December 15, 2018, and interim periods within those years. The new guidance will be applied using a modified retrospective approach and early
adoption is permitted. We are currently evaluating the impact of the adoption of ASU 2016-02 on our consolidated financial statements, but are not yet
able to quantify the impact. We continue to monitor FASB activity related to this ASU and have engaged with various peer groups to assess certain
interpretive issues related to this ASU. We will adopt this guidance in the first quarter of 2019.

2. DISPOSALS OR IMPAIRMENTS OF LONG-LIVED ASSETS

On March 15, 2018, we completed the sale of our Mexican asphalt business for $73.5 million, including working capital, subject to customary post-
closing adjustments. We recorded a pre-tax gain on disposal of $4.4 million for the three months ended March 31, 2018. The Mexican asphalt business
contributed $2.3 million of pre-tax income for the three months ended March 31, 2018, excluding the gain on disposal.

On February 23, 2018, we entered into an agreement to sell our U.K. operations, SemLogistics. In addition to the sale price, the agreement provides for
potential earnout payments to be made to SemGroup if certain revenue targets are met in the four years following the close of the transaction.
SemGroup intends to use proceeds from the sale toward its capital raise plan and to pre-fund capital growth projects. The sale was completed on
April 12, 2018, for $76.8 million in cash, subject to customary post-closing adjustments.

At March 31, 2018, the assets and liabilities of our storage and terminalling business in the U.K. are reflected on the consolidated balance sheet as held
for sale and have been written down to net realizable value of $75.1 million. For the three months ended March 31, 2018, we recorded a pre-tax loss of
$0.2 million to adjust the carrying value of the U.K. operations to net realizable value. The U.K. business contributed a pre-tax income of $5.8 million
for the three months ended March 31, 2018, excluding the loss recorded to adjust the assets held for sale to net realizable value. At March 31, 2018, the
U.K. assets and liabilities held for sale included $142.6 million of property, plant and equipment, $2.5 million of current assets and $2.4 million of
current liabilities. Asset and liability balances disclosed above do not reflect adjustments to carry the balances at net realizable value.
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SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements

3. EQUITY METHOD INVESTMENTS

Our equity method investments consisted of the following (in thousands):

 March 31, 2018  December 31, 2017

White Cliffs Pipeline, L.L.C. $ 260,126  $ 266,362
NGL Energy Partners LP 18,928  18,919

Total equity method investments $ 279,054  $ 285,281

Our earnings from equity method investments consisted of the following (in thousands):

 Three Months Ended March 31,

 2018  2017

White Cliffs Pipeline, L.L.C. $ 12,605  $ 15,193
Glass Mountain Pipeline, LLC —  1,895
NGL Energy Partners LP 9  3

Total earnings from equity method investments $ 12,614  $ 17,091

Cash distributions received from equity method investments consisted of the following (in thousands):

 Three Months Ended March 31,

 2018  2017

White Cliffs Pipeline, L.L.C. $ 19,150  $ 18,190
Glass Mountain Pipeline, LLC —  3,503

Total cash distributions received from equity method investments $ 19,150  $ 21,693

White Cliffs Pipeline, L.L.C.

We own a 51% interest in White Cliffs Pipeline, L.L.C. (“White Cliffs”), which we account for under the equity method. Certain unaudited
summarized income statement information of White Cliffs for the three months ended March 31, 2018 and 2017, is shown below (in thousands):

 Three Months Ended March 31,

 2018  2017

Revenue $ 40,391  $ 50,184
Cost of products sold, exclusive of depreciation and amortization shown below $ 384  $ 4,113
Operating, general and administrative expenses $ 5,402  $ 6,240
Depreciation and amortization expense $ 9,592  $ 9,256
Net income $ 25,014  $ 30,575

Our equity in earnings of White Cliffs for the three months ended March 31, 2018 and 2017, is less than 51% of the net income of White Cliffs for the
same periods. This is due to certain general and administrative expenses we incur in managing the operations of White Cliffs that the other owners are
not obligated to share.

Glass Mountain Pipeline, LLC

On December 22, 2017, we completed the sale of our equity method investment in Glass Mountain Pipeline LLC (“Glass Mountain”) for $300 million,
subject to working capital and other adjustments. Proceeds from the sale were used to repay borrowings on SemGroup's revolving credit facility.
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SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements

3. EQUITY METHOD INVESTMENTS, Continued

NGL Energy Partners LP

We own an 11.78% interest in the general partner of NGL Energy Partners LP (NYSE: NGL) (“NGL Energy”) which is being accounted for under the
equity method in accordance ASC 323-30-S99-1, as our ownership is in excess of the 3 to 5 percent interest which is generally considered to be more
than minor. The general partner of NGL Energy is not a publicly traded company.

4. FINANCIAL INSTRUMENTS

Fair value of financial instruments

We record certain financial assets and liabilities at fair value at each balance sheet date. The tables below summarize the balances of derivative assets
and liabilities at March 31, 2018 and December 31, 2017 (in thousands):

 March 31, 2018

 Level 1  Level 2  Level 3  Netting (1)  Total - Net

Assets:          
Commodity derivatives (2) $ 31  $ —  $ —  $ (31)  $ —
Interest rate swaps —  —  130  —  130
Total assets 31  —  130  (31)  130
Liabilities:          
Commodity derivatives 3,625  —  —  (31)  3,594
Foreign currency forwards —  1,778  —  —  1,778
Total liabilities 3,625  1,778  —  (31)  5,372
Net assets (liabilities) at fair value $ (3,594)  $ (1,778)  $ 130  $ —  $ (5,242)

          

 December 31, 2017

 Level 1  Level 2  Level 3  Netting (1)  Total - Net

Assets:          
Commodity derivatives (2) $ 602  $ —  $ —  $ (602)  $ —
Foreign currency forwards —  2,564  —  —  2,564
Total assets 602  2,564  —  (602)  2,564
Liabilities:     
Commodity derivatives 1,970  —  —  (602)  1,368
Interest rate swaps —  —  1,228  —  1,228
Total liabilities 1,970  —  1,228  (602)  2,596
Net assets (liabilities) at fair value $ (1,368)  $ 2,564  $ (1,228)  $ —  $ (32)
(1) Relates primarily to exchange traded futures. Gain and loss positions on multiple contracts are settled net on a daily basis with the exchange.
(2) Commodity derivatives are subject to netting arrangements.

“Level 1” measurements are based on inputs consisting of unadjusted quoted prices in active markets that are accessible at the measurement date for
identical, unrestricted assets or liabilities. These include commodity futures contracts that are traded on an exchange.

“Level 2” measurements are based on inputs consisting of market observable and corroborated prices for similar derivative contracts. Assets and
liabilities classified as Level 2 include over the counter (“OTC”) traded physical fixed priced purchases and sales forward contracts.

“Level 3” measurements are based on inputs from a pricing service and/or internal valuation models incorporating observable and unobservable market
data. These could include commodity derivatives, such as forwards and swaps for
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4. FINANCIAL INSTRUMENTS, Continued

which there is not a highly liquid market and therefore are not included in Level 2 above and interest rate swaps for which certain unobservable inputs
are used in the valuation.

Financial assets and liabilities are classified based on the lowest level of input that is significant to the fair value measurement. Our assessment of the
significance of a particular input to the measurement requires judgment and may affect the valuation of assets and liabilities and their placement within
the fair value levels. At March 31, 2018, all of our physical fixed price forward purchases and sales commodity contracts were being accounted for as
normal purchases and normal sales.

The following table summarizes changes in the fair value of our net financial liabilities classified as Level 3 in the fair value hierarchy (in thousands):

 Three Months Ended March 31, 2018

Net liabilities (asset) - beginning balance $ 1,228
Transfers out of Level 3 —
Realized/Unrealized (gain) loss included in earnings* (1,074)
Settlements (284)
Net liabilities (asset) - ending balance $ (130)

*Gains and losses related to interest rate swaps are recorded in interest expense in the condensed consolidated statements of operations and comprehensive income (loss).

There were no financial assets or liabilities recorded at fair value which were classified as Level 3 during the three months ended March 31, 2017.

See Note 6 for fair value of debt instruments. The approximate fair value of cash and cash equivalents, accounts receivable and accounts payable is
equal to book value due to the short-term nature of these items.

Commodity derivative contracts

Our consolidated results of operations and cash flows are impacted by changes in market prices for petroleum products. This exposure to commodity
price risk is managed, in part, by entering into various commodity derivatives.

We seek to manage the price risk associated with our marketing operations by limiting our net open positions through (i) the concurrent purchase and
sale of like quantities of petroleum products to create back-to-back transactions that are intended to lock in positive margins based on the timing,
location or quality of the petroleum products purchased and delivered or (ii) derivative contracts. Our storage and transportation assets can also be used
to mitigate time and location basis risks, respectively. All marketing activities are subject to our Comprehensive Risk Management Policy, Delegation
of Authority policy and their supporting policies and procedures, which establish limits in order to manage risk and mitigate financial exposure.

Our commodity derivatives can be comprised of swaps, futures contracts and forward contracts of crude oil, natural gas and natural gas liquids. These
are defined as follows:

Swaps – OTC transactions where a floating price, basis or index is exchanged for a fixed (or a different floating) price, basis or index at a preset
schedule in the future, according to an agreed-upon formula.

Futures contracts – Exchange traded contracts to buy or sell a commodity. These contracts are standardized by the exchange in terms of quality,
quantity, delivery period and location for each commodity.

Forward contracts – OTC contracts to buy or sell a commodity at an agreed upon future date. The buyer and seller agree on specific terms (price,
quantity, delivery period and location) and conditions at the inception of the contract.

The following table sets forth the notional quantities for derivative instruments entered into (in thousands of barrels):
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4. FINANCIAL INSTRUMENTS, Continued

 Three Months Ended March 31,

 2018  2017

Sales 4,139  4,312
Purchases 3,375  4,131

We have not designated any of our commodity derivative instruments as accounting hedges. We have recorded the fair value of our commodity
derivative instruments on our condensed consolidated balance sheets in “other current assets” and “other current liabilities” in the following amounts
(in thousands):

 March 31, 2018  December 31, 2017

 Assets  Liabilities  Assets  Liabilities

Commodity contracts $ —  $ 3,594  $ —  $ 1,368

We have posted margin deposits as collateral with brokers who have the right of set off associated with these funds. At March 31, 2018 and
December 31, 2017, our margin deposit balances were in net asset positions of $5.0 million and $1.9 million, respectively. These margin account
balances have not been offset against our net commodity derivative instrument (contract) positions. Had these margin deposits been netted against our
net commodity derivative instrument (contract) positions as of March 31, 2018 and December 31, 2017, we would have had asset positions of $1.4
million and $0.5 million, respectively.

Realized and unrealized gains (losses) from our commodity derivatives were recorded to product revenue in the following amounts (in thousands):

 Three Months Ended March 31,

 2018  2017

Commodity contracts $ (3,136)  $ 4,661

Interest rate swaps

At March 31, 2018, we had interest rate swaps which allow us to limit exposure to interest rate fluctuations. The swaps only apply to a portion of our
outstanding debt and provide only partial mitigation of interest rate fluctuations. We have not designated the swaps as hedges, as such, changes in the
fair value of the swaps are recorded through current period earnings as a component of interest expense. At March 31, 2018, we had interest rate swaps
with notional values of $490.4 million. At March 31, 2018, the fair value of our interest rate swaps was $0.1 million which was reported within “other
current assets” in our condensed consolidated balance sheet. For the three months ended March 31, 2018, we recognized realized and unrealized gains
of $1.1 million related to interest rate swaps.

Foreign currency forwards

At March 31, 2018, we had foreign currency forwards primarily to purchase Canadian dollars to limit exposure to foreign currency rate fluctuations for
capital contributions to our SemCAMS segment primarily to fund capital projects. We have not designated the forwards as hedges, as such, changes in
the fair value of the forwards are recorded through current period earnings as a component of foreign currency translation gains and losses. At
March 31, 2018, we had foreign currency forwards with notional values of $148.7 million. At March 31, 2018, the fair value of our foreign currency
swaps was $1.8 million, which is reported within "other current liabilities" and "other noncurrent liabilities" in our consolidated balance sheet. For the
three months ended March 31, 2018, we recognized realized and unrealized losses of $4.4 million related to foreign currency forwards.

Concentrations of risk

During the three months ended March 31, 2018, one customer, primarily of our Crude Supply and Logistics segment, accounted for more than 10% of
our consolidated revenue with revenues of $240.2 million. No suppliers accounted for more than 10% of our consolidated costs of products sold.

At March 31, 2018, two third-party customers, primarily of our Crude Supply and Logistics segment, accounted for approximately 32% of our
consolidated accounts receivable.
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5. INCOME TAXES

The effective tax rate was (232)% and (1)% for the three months ended March 31, 2018 and 2017, respectively. The rate for the three months ended
March 31, 2018, is impacted by a discrete tax expense related to the vesting of restricted stock in the amount of $1.4 million and a discrete tax expense
of $10.9 million in Mexico on the sale of the 100% equity interest in our Mexican asphalt business. The rate is also affected by the US deduction for
foreign taxes. The rate for the three months ended March 31, 2017, is impacted by a discrete tax expense related to the vesting of restricted stock in the
amount of $1.4 million. Significant items that impacted the effective tax rate for each period, as compared to the U.S. federal statutory rate of 21%,
include earnings in foreign jurisdictions taxed at different rates and foreign earnings taxed in foreign jurisdictions as well as in the U.S., since they are
disregarded entities for U.S. federal income tax purposes. These combined factors, and the magnitude of the permanent items impacting the tax rate
relative to income from continuing operations before income taxes, result in rates that are not comparable between the periods.

We have a valuation allowance on a small portion of our state net operating loss carryovers with shorter carryover periods and a foreign tax credit
carryover generated in tax years prior to 2014. We have not released the valuation allowance on the foreign tax credits due to the foreign tax credit
limitation and the relative subjectivity of forecasts of the relational magnitude of U.S. and foreign taxable income in future periods, as well as the
shorter carryover period available for the credits. Deferred tax assets are reduced by a valuation allowance when a determination is made that it is more
likely than not that some, or all, of the deferred tax assets will not be realized based on the weight of all available evidence. Evidence which is
objectively verifiable carries a higher weight in the analysis. The ultimate realization of deferred tax assets is dependent upon the existence of
sufficient taxable income of the appropriate character within the carryback and carryforward period available under the tax law. Sources of taxable
income include future reversals of existing taxable temporary differences, future earnings and available tax planning strategies.

We have analyzed filing positions in all of the federal, state and foreign jurisdictions where we are required to file income tax returns and determined
that no accruals related to uncertainty in tax positions are required. All income tax years of the Company ending after the emergence from bankruptcy
remain open for examination in U.S. jurisdictions under general operation of the statute of limitations, including special provisions with regard to net
operating loss carryovers. In foreign jurisdictions, all tax periods prior to the emergence from bankruptcy are closed. The statute of limitations has not
been waived with respect to any foreign jurisdictions post emergence and tax periods are open for examination in accordance with the general statutes
of each foreign jurisdiction. Currently, there are no examinations in progress for our federal and state jurisdictions. Canada Revenue Agency has
initiated an income tax audit of SemCAMS ULC for the tax years 2013 through 2015. No other foreign jurisdictions are currently under audit.

6. LONG-TERM DEBT

Our long-term debt consisted of the following (dollars in thousands):

 
Interest rate at March

31, 2018  
March 31, 

2018  
December 31, 

2017

Senior unsecured notes due 2022 5.625%  400,000  400,000
Senior unsecured notes due 2023 5.625%  350,000  350,000
Senior unsecured notes due 2025 6.375%  325,000  325,000
Senior unsecured notes due 2026 7.250%  300,000  300,000
SemGroup $1.0 billion corporate revolving credit facility (1)    

Eurodollar borrowings  —  131,000
HFOTCO acquisition final payment 8.000%  578,441  565,868
HFOTCO term loan B (2) 5.800%  530,750  532,125
HFOTCO tax exempt notes payable due 2050 2.816%  225,000  225,000
HFOTCO $75 million revolving credit facility (3) 5.403%  60,000  60,000
Capital leases   27  25
Unamortized premium (discount) and debt issuance costs, net   (29,734)  (30,398)
Total long-term debt, net   2,739,484  2,858,620
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Less: current portion of long-term debt   5,527  5,525
Noncurrent portion of long-term debt, net   $ 2,733,957  $ 2,853,095
(1) SemGroup $1.0 billion corporate revolving credit facility matures on March 15, 2021.
(2) HFOTCO term loan B is due in quarterly installments of $1.4 million with a final payment due on August 19, 2021.
(3) HFOTCO $75 million revolving credit facility matures on August 19, 2019.

HFOTCO acquisition final payment

On April 17, 2018, we made the final payment related to the HFOTCO acquisition in the amount of $579.6 million. The payment was funded through
revolving credit facility borrowings and cash on hand.

Pledges and guarantees

Our senior unsecured notes are guaranteed by certain subsidiaries. See Note 15 for additional information.

Our $1.0 billion corporate revolving credit facility is guaranteed by all of SemGroup’s material wholly-owned domestic subsidiaries, with the
exception of Maurepas Pipeline LLC and HFOTCO, and secured by a lien on substantially all of the property and assets of SemGroup Corporation and
the other loan parties, subject to customary exceptions.

The HFOTCO term loan B, HFOTCO tax exempt notes payable and HFOTCO $75 million revolving credit facility are secured by substantially all of
the assets of HFOTCO and its immediate parent, Buffalo Gulf Coast Terminals LLC. The HFOTCO tax exempt notes payable have a priority position
over the HFOTCO term loan B and HFOTCO revolving credit facility.

Letters of credit

We had the following outstanding letters of credit at March 31, 2018 (dollars in thousands):

SemGroup $1.0 billion revolving credit facility 2.25% $ 39,385
Secured bi-lateral (1) 1.75% $ 55,409

(1) Secured bi-lateral letters of credit are external to the SemGroup $1.0 billion revolving credit facility and do not reduce availability for borrowing on the credit
facility.

Capitalized interest

During the three months ended March 31, 2018 and 2017, we capitalized interest of $3.1 million and $5.6 million, respectively.

Fair value

We estimate the fair value of our senior unsecured notes based on unadjusted, transacted market prices near the measurement date. Our other long-term
debts are estimated to be carried at fair value as a result of the recent timing of borrowings or rate resets. We estimate the fair value of our consolidated
long-term debt, including current maturities, to be approximately $2.7 billion at March 31, 2018, which is categorized as a Level 3 measurement due to
certain unobservable inputs used to estimate the fair value of the final payment.

7. COMMITMENTS AND CONTINGENCIES

Environmental

We may, from time to time, experience leaks of petroleum products from our facilities and, as a result of which, we may incur remediation obligations
or property damage claims. In addition, we are subject to numerous environmental regulations. Failure to comply with these regulations could result in
the assessment of fines or penalties by regulatory authorities.

The Kansas Department of Health and Environment (the “KDHE”) initiated discussions during our bankruptcy proceeding regarding six of our sites in
Kansas (five owned by Crude Transportation and one owned by SemGas) that KDHE believed, based on their historical use, may have had soil or
groundwater contamination in excess of state standards. KDHE sought our agreement to undertake assessments of these sites to determine whether
they are contaminated. We reached an agreement with KDHE on this matter and entered into a Consent Agreement and Final Order with KDHE to
conduct environmental assessments on the sites and to pay KDHE’s costs associated with their oversight of this matter. We have conducted Phase II
investigations at all sites. Four sites are in various stages of follow-up investigation, remediation, monitoring, or closure under KDHE oversight.  The
environmental work at these sites is being completed under consent orders between Rose Rock Midstream Crude, L.P. and the KDHE. Two of the
remaining
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7. COMMITMENTS AND CONTINGENCIES, Continued

sites have limited impacts to shallow soil and groundwater and the groundwater is currently being monitored on a semi-annual basis until such time
that closure can be granted by the KDHE.  No active remediation is anticipated for these two sites.  The final two sites have required additional
investigation and soil and groundwater remediation may be necessary to achieve KDHE closure. We do not anticipate any penalties or fines for these
historical sites.

Other matters

We are party to various other claims, legal actions and complaints arising in the ordinary course of business. In the opinion of our management, the
ultimate resolution of these claims, legal actions and complaints, after consideration of amounts accrued, insurance coverage and other arrangements,
will not have a material adverse effect on our consolidated financial position, results of operations or cash flows. However, the outcome of such matters
is inherently uncertain, and estimates of our consolidated liabilities may change materially as circumstances develop.

Asset retirement obligations

We will be required to incur significant removal and restoration costs when we retire our natural gas gathering and processing facilities in Canada. At
March 31, 2018, we have an asset retirement obligation liability of $22.7 million, which is included within other noncurrent liabilities on our
condensed consolidated balance sheets. This amount was calculated using the $129.0 million cost we estimate we would incur to retire these facilities,
discounted based on our risk-adjusted cost of borrowing and the estimated timing of remediation.

The calculation of the liability for an asset retirement obligation requires the use of significant estimates, including those related to the length of time
before the assets will be retired, cost inflation over the assumed life of the assets, actual remediation activities to be required, and the rate at which such
obligations should be discounted. Future changes in these estimates could result in material changes in the value of the recorded liability. In addition,
future changes in laws or regulations could require us to record additional asset retirement obligations.

Our other segments may also be subject to removal and restoration costs upon retirement of their facilities. However, we are unable to predict when, or
if, our pipelines, storage tanks and other facilities would become completely obsolete and require decommissioning. Accordingly, we have not
recorded a liability or corresponding asset, as both the amount and timing of such potential future costs are indeterminable.

Purchase and sale commitments

We routinely enter into agreements to purchase and sell petroleum products at specified future dates. We account for derivatives at fair value with the
exception of commitments that have been designated as normal purchases and sales for which we do not record assets or liabilities related to these
agreements until the product is purchased or sold. At March 31, 2018, such commitments included the following (in thousands):

 
Volume

(Barrels)  Value

Fixed price purchases 1,360  $ 85,555
Fixed price sales 1,590  $ 99,470
Floating price purchases 8,366  $ 531,648
Floating price sales 10,884  $ 567,025

Certain of the commitments shown in the table above relate to agreements to purchase product from a counterparty and to sell a similar amount of
product (in a different location) to the same counterparty. Many of the commitments shown in the table above are cancellable by either party, as long as
notice is given within the time frame specified in the agreement (generally 30 to 120 days).

Our SemGas segment has a take-or-pay contractual obligation related to the fractionation of natural gas liquids through June 2023. The approximate
amount of future obligation is as follows (in thousands):
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For year ending:  
December 31, 2018 $ 7,950
December 31, 2019 9,567
December 31, 2020 8,864
December 31, 2021 7,175
December 31, 2022 6,753
Thereafter 2,791

Total expected future payments $ 43,100

SemGas also enters into contracts under which we are responsible for marketing the majority of the gas and natural gas liquids produced by the
counterparties to the agreements. The majority of SemGas’ revenues were generated from such contracts.

Our Crude Supply and Logistics segment has minimum volume commitments for pipeline transportation of crude oil. The approximate amount of
future obligations is as follows (in thousands):

For year ending:  
December 31, 2018 $ 16,214
December 31, 2019 21,865
December 31, 2020 19,770
December 31, 2021 12,976
December 31, 2022 13,231
Thereafter 20,312

Total expected future payments $ 104,368

8. EQUITY

The following table shows the changes in our consolidated owners’ equity accounts from December 31, 2017 to March 31, 2018 (in thousands):

 
Common

Stock

Additional
Paid-in
Capital

Treasury
Stock

Accumulated
Deficit

Accumulated
Other

Comprehensive
Loss

Total
Owners’
Equity

Balance at December 31, 2017 $ 786 $ 1,770,117 $ (8,031) $ (50,706) $ (53,801) $ 1,658,365
Adoption of ASC 606 — — — 11,513 — 11,513
Net loss — — — (33,035) — (33,035)
Other comprehensive income, net of
income taxes — — — — 18,171 18,171
Dividends paid — (37,230) — — — (37,230)
Unvested dividend equivalent rights — 53 — — — 53
Non-cash equity compensation — 2,149 — — — 2,149
Issuance of common stock under
compensation plans 1 557 — — — 558
Retirement of treasury stock (2) — 8,031 (8,029) — —
Repurchase of common stock — — (381) — — (381)

Balance at March 31, 2018 $ 785 $ 1,735,646 $ (381) $ (80,257) $ (35,630) $ 1,620,163
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Accumulated other comprehensive loss

The following table presents the changes in the components of accumulated other comprehensive loss from December 31, 2017 to March 31, 2018 (in
thousands):

 
Currency

Translation  
Employee

Benefit
Plans  Total

Balance at December 31, 2017 $ (51,014)  $ (2,787)  $ (53,801)
Currency translation adjustment, net of income tax benefit of $2,950 (9,137)  —  (9,137)
Currency translation adjustment reclassified to gain on disposal, net of income tax
expense of $8,818 27,305  —  27,305
Changes related to benefit plans, net of income tax expense of $1 —  3  3
Balance at March 31, 2018 $ (32,846)  $ (2,784)  $ (35,630)

Equity issuances

During the three months ended March 31, 2018, 30,645 shares under the Employee Stock Purchase Plan were issued and 72,413 shares related to our
equity-based compensation awards vested.

Equity-based compensation

At March 31, 2018, there were 1,535,285 unvested shares that have been granted under our director and employee compensation programs. The par
value of these shares is not reflected in common stock on the condensed consolidated balance sheets, as these shares have not yet vested. For certain of
the awards, the number of shares that will vest is contingent upon our achievement of certain specified targets. If we meet the specified maximum
targets, approximately 617,000 additional shares could vest.

The holders of certain restricted stock awards are entitled to equivalent dividends (“UDs”) to be received upon vesting of the related restricted stock
awards and will be settled in cash. At March 31, 2018, the value of the UDs to be settled in cash related to unvested restricted stock awards was
approximately $2.0 million.

During the three months ended March 31, 2018, we granted 645,071 restricted stock awards with a weighted average grant date fair value of $22.41
per award.

Dividends

The following table sets forth the quarterly dividends per share declared and/or paid to shareholders for the periods indicated:

Quarter Ending  Dividend Per Share  Date of Record  Date Paid
March 31, 2017  $ 0.45  March 7, 2017  March 17, 2017
June 30, 2017  $ 0.45  May 15, 2017  May 26, 2017
September 30, 2017  $ 0.45  August 18, 2017  August 28, 2017
December 31, 2107  $ 0.45  November 20, 2017  December 1, 2017
       

March 31, 2018  $ 0.4725  March 9, 2018  March 19, 2018
June 30, 2018  $ 0.4725  May 16, 2018  May 25, 2018
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9. REDEEMABLE PREFERRED STOCK

On January 19, 2018 (the “Issue Date”), we issued and sold to WP SemGroup Holdings L.P. (“Warburg”) and certain other investors an aggregate of
350,000 shares of Series A Cumulative Perpetual Convertible Preferred Stock, par value $0.01 per share, of the Company (the “Preferred Stock”),
convertible into 10,606,061 shares (subject to adjustment) of the Company’s Class A Common Stock, par value $0.01 per share (the “Common
Stock”), for a cash purchase price of $1,000 per share of Preferred Stock and aggregate gross proceeds to the Company of $350,000,000, which
proceeds were utilized (i) to repay amounts borrowed under the Company’s revolving credit facility, (ii) to fund growth capital expenditures and (iii)
for general corporate purposes. The Preferred Stock was recorded on our condensed consolidated balance sheets net of $7.6 million of issuance costs.

The Preferred Stock is a new class of equity security that ranks senior to the Common Stock with respect to distribution rights and rights upon
liquidation. Subject to certain exceptions, so long as any Preferred Stock remains outstanding, no dividend or distribution will be declared or paid on,
and no redemption or repurchase will be agreed to or consummated of, stock on a parity with the Preferred Stock (“Parity Stock”), Common Stock or
any other shares of stock junior to the Preferred Stock, unless all accumulated and unpaid dividends for all preceding full fiscal quarters have been
declared and paid with respect to the Preferred Stock. In addition, no dividend or distribution or redemption or repurchase shall be paid on Parity
Stock, Common Stock or any other shares of stock junior to the Preferred Stock for any period unless the Preferred Stock has been paid full cash
dividends in respect of the same period; provided, however, that the Company may pay dividends on Common Stock in respect of any fiscal quarter
ending on or prior to June 30, 2020 (the “PIK Period”).

The holders of Preferred Stock (the “Holders”) will receive quarterly distributions equal to an annual rate of 7.0% ($70.00 per share annualized) of
$1,000 per share of Preferred Stock, subject to certain adjustments (the “Liquidation Preference”). With respect to any quarter ending on or prior to the
PIK Period, the Company may elect, in lieu of paying a distribution in cash, to have the amount that would have been payable if such dividend had
been paid in cash added to the Liquidation Preference.

On or after the eighteen month anniversary of the Issue Date, the Holders may convert their Preferred Stock into a number of shares of Common Stock
equal to, per share of Preferred Stock, the quotient of the Liquidation Preference divided by $33.00 (the “Conversion Price”), subject to certain
adjustments including customary anti-dilution adjustments (such quotient, the “Conversion Rate”). Holders may elect to convert the Preferred Stock, in
whole or in part, so long as the aggregate value of Common Stock to be issued pursuant to such partial conversion is not for less than $50,000,000 or a
lesser amount if such conversion relates to all of a Holder’s remaining Preferred Stock.

On or after the three year anniversary of the Issue Date, if the Holders have not elected to convert all of their shares of Preferred Stock, the Company
may cause the outstanding Preferred Stock to be converted into a number of shares of Common Stock equal to, per share of Preferred Stock, the
quotient of the Liquidation Preference divided by the Conversion Price, subject to certain adjustments including customary anti-dilution adjustments;
provided, that in order for the Company to exercise such conversion right, the closing sale price of the Common Stock during a designated period be
greater than or equal to $47.85, the resale of the shares of Common Stock issuable upon conversion shall be registered and available for resale by the
Holders pursuant to a registration statement declared effective by the Securities and Exchange Commission covering such resales, the Common Stock
is listed on a national securities exchange, and certain average daily trading volume minimum requirements are met. The Company may elect to
convert the Preferred Stock, in whole or in part, so long as the aggregate value of Common Stock to be issued pursuant to such partial conversion is not
for less than $50,000,000 or such lesser amount if such conversion relates to the aggregate amount of all remaining Preferred Stock.

Upon a change of control that involves consideration that is at least 90% cash, Holders are required to convert their shares of Preferred Stock into
Common Stock at a rate equal to the greater of (i) the product of the Conversion Rate and the quotient of (a) the product of the Conversion Price and
the Cash Change of Control Conversion Premium (as defined below), divided by (b) the average volume weighted average price of the Common Stock
during a designated period and (ii) the Conversion Rate otherwise in effect at such time. The “Cash Change of Control Conversion Premium” equals (i)
on or prior to the first anniversary of the Issue Date, 130%, (ii) after the first anniversary of the Issue Date, but on or prior to the second anniversary of
the Issue Date, 120%, (iii) after the second anniversary of the Issue Date, but on or prior to the third anniversary of the Issue Date, 105%, and (iv)
thereafter, 101%.
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Upon a change of control that involves consideration that is less than 90% cash, Holders may elect to: (i) convert all, but not less than all, outstanding
shares of Preferred Stock into Common Stock at the then-applicable Conversion Rate; (ii) except as described below, if the Company will not be the
surviving person upon the consummation of such change of control, require the Company to use its commercially reasonable efforts to deliver to the
Holders a security in the surviving person or the parent of the surviving person that has rights, preferences and privileges substantially similar to the
Preferred Stock; provided, however, that, if the Company is unable to do so, such Holders shall be entitled to: (A) instead elect to convert shares of
Preferred Stock pursuant to the mechanics described in clause (i) above or (B) require the Company to redeem all (but not less than all) of such
Holder’s Preferred Stock at a price per share equal to 101% of the Liquidation Preference, with the redemption price being paid (at the Company’s
option): (1) in cash or (2) in Common Stock; (iii) if the Company is the surviving person upon the consummation of such change of control, continue
to hold such Holders’ shares of Preferred Stock; or (iv) require the Company to redeem all (but not less than all) of such Holder’s Preferred Stock at a
cash price per share equal to the Liquidation Preference. At March 31, 2018, a change in control is not considered probable.

Holders shall be entitled to vote on all matters on which the holders of shares of Common Stock are entitled to vote and, except as otherwise provided
in the Certificate of Incorporation, or by law, the Holders shall vote together with the holders of shares of Common Stock as a single class. Each
Holder shall be entitled to a number of votes equal to the number of votes such Holder would have had if all shares of Preferred Stock held by such
Holder had been converted into shares of Common Stock.

So long as any Preferred Stock is outstanding, the affirmative vote or consent of the Holders of at least 66 2/3% of the outstanding Preferred Stock,
voting together as a separate class, will be necessary for effecting or validating: (i) any issuance of stock senior to the Preferred Stock, (ii) any issuance
by the Company of Parity Stock, subject to certain exceptions described below, (iii) any repurchase by the Company of any Preferred Stock, other than
on a pro rata basis among all Holders of Preferred Stock, (iv) any special, one-time dividend or distribution with respect to any class of junior stock
and (v) any spinoff or other distribution of any equity securities or assets of any of the Company’s subsidiaries to its stockholders in which the
consideration received by the Company in such transaction is less than fair market value, subject to certain exceptions. However, the foregoing rights
of the Holders will not restrict any of the following actions, subject to certain terms: (i) the Company and any of its controlled affiliates entering into
joint ventures with third parties, (ii) the issuance of securities, capital contributions or incurrence of intercompany indebtedness among the Company or
any of its subsidiaries, or (iii) the issuance of securities, capital contributions or incurrence of intercompany indebtedness among the Company and any
joint ventures, partnerships or other minority owned entities in which the Company or its subsidiaries have an equity or other interest, in each case,
which exist as of the Issue Date.

Notwithstanding the vote or consent of the Holders described above, after the Issue Date, the Company may issue certain amounts of Parity Stock
without the approval of the Holders if: (A) the aggregate amount of such issuances is less than or equal to $250,000,000 (excluding the aggregate
amount of any additional shares of Preferred Stock issued to Warburg); or (B) the aggregate initial purchase price of the then outstanding Preferred
Stock is less than $100,000,000.

Prior to the first anniversary of the Issue Date, no Holder may transfer any Preferred Stock without the prior written consent of the Company. Prior to
the second anniversary of the Issue Date, Holders and their affiliates are prohibited from directly or indirectly engaging in any short sales or other
hedging transactions involving the Preferred Stock and Common Stock underlying such Holder’s Preferred Stock.

For so long as Warburg and its affiliates collectively own 75% or more of the outstanding Preferred Stock acquired by Warburg and its affiliates on the
Issue Date, the Company, prior to any issuance of Parity Stock, is required to provide Warburg with a reasonable opportunity to purchase all or any
portion of such shares of Parity Stock to be issued by the Company on substantially the same terms offered to the other purchasers of such securities.

The terms of the Preferred Stock purchase agreement (the “Purchase Agreement”) contains customary representations, warranties and covenants of the
Company and the Purchasers made as of the date of the Purchase Agreement and as of the Issue Date, and the parties have agreed to indemnify each
other against certain losses resulting from breaches of their respective representations, warranties and covenants.

Pursuant to the Purchase Agreement, the Company has granted to Warburg, until Warburg no longer owns at least 50% of the Preferred Stock issued to
Warburg and its affiliates on the Issue Date, certain rights to designate an observer (the “Board Observer”) to the board of directors of the Company
(the “Board”), who shall have the right to attend full
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9.     REDEEMABLE PREFERRED STOCK, Continued

meetings of the Board (including any executive session and certain committees thereof) and receive such materials as other members of the Board
receive.

In addition, pursuant to the Purchase Agreement, the Company also granted Warburg and its affiliates rights to require the Company to file and
maintain, subject to the penalties described in the Purchase Agreement, registration statements with respect to the resale of the Common Stock issuable
upon conversion of the Preferred Stock. The Company is required to file or cause to be filed a registration statement (the “Preferred Registration
Statement”) for the resale of registrable securities and is required to cause the Preferred Registration Statement to become effective no later than the
eighteen month anniversary of the Issue Date. In certain circumstances, Warburg and its affiliates will have piggyback registration rights on offerings
initiated by the Company or other persons who have been granted registration rights, and Warburg has the right to request two underwritten offerings
upon certain terms and conditions set forth in the Purchase Agreement. Holders of registrable securities will cease to have registration rights under the
Purchase Agreement on the earlier of (i) the second anniversary of the date on which shares Preferred Stock are first converted into shares of Common
Stock and (ii) the date on which no registrable securities remain outstanding; provided, that the Company shall use reasonable best efforts to maintain
the effectiveness of the Preferred Registration Statement during all periods in which Warburg (A) is deemed to be an affiliate of the Company pursuant
to Rule 144 under the Securities Act of 1933, as amended (the “Securities Act”), or (B) together with its affiliates, owns more than 5% of the
Company’s Common Stock (including Common Stock it would own on an as-converted basis).

On May 1, 2018, we declared a paid-in-kind dividend of $4.8 million, which has been prorated for the period from January 19, 2018 to March 31,
2018. The dividend will be paid on May 25, 2018.

10. REVENUE FROM CONTRACTS WITH CUSTOMERS

We provide gathering, transportation, storage, distribution, marketing and other midstream services primarily to producers, refiners of petroleum
products and other market participants located in the Gulf Coast, Midwest and Rocky Mountain regions of the United States of America (the “U.S.”)
and Western Canada. In general, we recognize service revenue as the service is performed (“over time”) and product sales revenues are recognized
when control of the product transfers to the customer (“point in time”). Our revenue from contracts with customers are disaggregated by segment as
follows:

Crude Transportation

• Crude Transportation generates revenue by providing crude oil pipeline and truck transportation services to customers under fee-based
contractual arrangements generally based on units of volume transported. In some instances fees are fixed and not dependent on usage, such as take-or-
pay arrangements.

Crude Facilities

• Crude Facilities generates revenue by providing crude oil storage and terminalling services primarily to customers at the Cushing Hub under
fee-based contractual arrangements that, in some instances are fixed and not dependent on usage. Pump-over and unloading fees are based on per
volume fees for units delivered or withdrawn.

Crude Supply and Logistics

• Crude Supply and Logistics performs marketing activities including purchasing crude oil for its own account from producers and aggregators
and selling to traders and refiners under contracts generally with initial terms of less than one year. Revenue is recognized based on market prices at the
time the commodities are sold. In certain transactions, we purchase inventory from, and sell inventory to, the same counterparty. Such transactions that
are entered into in contemplation of one another are recorded on a net basis.

HFOTCO

• HFOTCO generates revenue by providing storage and terminalling services to customers in the Houston Ship Channel. These contractual
arrangements typically include fixed take-or-pay fees related to provision of storage and throughput capacity and usage based charges for pump-over,
heating, berthing and excess throughput volumes.

Page 22



Table of Contents

SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements
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• HFOTCO also generates revenue from leases of certain land, tanks and a barge dock, which are accounted for as a direct financing lease and
are outside of the scope of ASC 606.

SemGas

• SemGas generates revenue by providing natural gas and natural gas liquids gathering and processing services to customers based on
agreements that are a combination of percent of proceeds and fee-based contracts. Initial contract terms can range from monthly and interruptible to the
life of the reserves and, upon expiration, continue to renew on a month-to-month or year-to-year evergreen basis. SemGas’ customers include
producers, operators, marketers and traders. Gathering and processing fees are generally based on per volume fees. Product sales revenue is generated
from the sale of NGLs and residue gas arising from processing at prevailing market prices.

SemCAMS

• SemCAMS generates revenue from its processing plants through volumetric fees for services under contractual arrangements with working
interest owners and third-party customers and the pass through of certain operating costs. Pass-through cost and operating expense fee recoveries are
reported as "Other revenue" in the consolidated statements of operations and comprehensive income (loss). SemCAMS also derives revenue as the
owner and operator of pipeline gathering systems that gather gas from multiple wells located in the same production unit and as the owner and operator
of pipeline transportation systems that deliver the gathered gas to its processing plant. SemCAMS’ customers include producers of varying sizes. To
support operations at our plants, several producers have committed to process all of their current and future natural gas production.

Corporate and Other

Corporate and Other is not an operating segment, but contains the results of operations for our former Mexican asphalt business and U.K. storage
business, which are not significant components of our business.

Key areas of judgment    

Take or pay

Contracts with take-or-pay provisions are recognized over time as the customer simultaneously receives and consumes the benefit of available capacity.
Payments made for unused take-or-pay capacity, which allow the customer to carryforward a portion of the unused capacity to future periods, are
deferred until it becomes unlikely that the capacity will be used prior to contract expiration. Determining when, or if, the capacity will be used requires
judgment.

Percentage of proceeds

Contracts with percentage of proceeds terms typically involve the receipt of natural gas at the wellhead and include gathering, processing and
marketing of the resulting NGLs and residue gas with SemGroup retaining a portion of the proceeds from the ultimate sale to a third-party. The terms
of these agreements include various gathering and processing fees. The determination of whether the transaction is a purchase at the wellhead by
SemGroup with gathering and processing performed on our own account or whether the transaction represents gathering and processing as a service
provided to the producer by SemGroup with a purchase and sale of processed gas at the completion of the service, requires judgment and is impacted
by when control of the underlying commodity has been deemed to move from the producer to the processor. This determination impacts whether
gathering and processing fees are recorded as reductions to cost of sales or recorded as service revenue.

Principal vs. agent

We engage in various types of transactions where we perform marketing activities for producers, such as our percentage of proceeds contracts, or
transactions where costs are incurred and reimbursed by customers or other owners in facilities, such as SemCAMS' pass-through costs. These types of
transactions require judgment to determine whether we are the principal or an agent in the transaction and as a result whether revenues are recorded
gross or net.
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Non-cash consideration

SemGroup receives commodities from its customers in the form of plant and field fuel, pipeline loss allowance and retention of drip liquids. The
purpose of the receipt of these commodities is to keep the Company whole in the case of minor operational usage or loss of product and is not intended
as a consideration for services performed. Therefore, the receipt of these commodities does not represent consideration and is not recorded as revenue.
Any net retention of commodities in excess of actual losses is recorded in inventory and recognized as revenue when sold.

Tiered pricing and material rights

We have certain contracts that provide customers with rates that reduce incrementally as volumes increase beyond certain thresholds. These types of
agreements require judgment to determine if the option for the customer to acquire additional services constitutes a material right that the customer
would not receive without entering into the contract, e.g. the discount exceeds the range of discounts typically given. If it is determined that a material
right exists, a portion of the revenue is allocated to that right at contract inception and recognized as revenue as the option for additional services is
exercised or when the option expires. In contrast, if it is concluded that the option to acquire additional services reflects standalone selling price, this
would constitute a marketing offer and not a material right.

Disaggregated revenue

Our revenue is disaggregated by segment and by activity below (in thousands):

 Three Months Ended March 31,

 2018  2017

Crude Transportation    
Pipeline transportation $ 21,112  $ 6,184
Truck transportation 13,164  14,349

    

Crude Facilities    
Storage fees 7,549  7,881
Service fees 4,728  4,260

    

Crude Supply and Logistics    
Product sales 443,399  297,471

    

HFOTCO    
Storage fees 32,102  —
Service fees 7,767  —
Lease revenue 4,329  —

    

SemGas    
Product sales 39,708  47,227
Service fees 16,187  14,436

    

SemCAMS    
Service fees 30,542  22,393
Other revenue 14,603  14,405

    

Corporate and Other    
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Product sales 31,319  32,573
Storage fees 7,104  5,870
Service fees 2,855  2,022
Intersegment eliminations (14,859)  (12,971)

    

Total revenue $ 661,609  $ 456,100

Remaining performance obligations

Most of our service contracts are such that we have the right to consideration from a customer in an amount that corresponds directly with the value to
the customer of our performance completed to date. Therefore, we are utilizing the practical expedient in ASC 606-10-55-18 under which we recognize
revenue in the amount to which we have the right to invoice. Applying this practical expedient, we are not required to disclose the transaction price
allocated to remaining performance obligations under these agreements. However, certain of our agreements, such as "take-or-pay" agreements, do not
qualify for the practical expedient. The amount and timing of revenue recognition for such contracts is presented below (in thousands):

 2018 2019 2020 2021 2022 Thereafter
Expected timing of revenue recognized for
remaining performance obligations $ 217,031 $ 224,065 $ 179,824 $ 153,794 $ 151,699 $ 1,835,912

For our product sales contracts, we have elected the practical expedient set out in ASC 606-10-50-14A that states that we are not required to disclose
the transaction price allocated to remaining performance obligations if the variable consideration is allocated entirely to a wholly unsatisfied
performance obligation. Under these agreements, each unit of product represents a separate performance obligation and therefore future volumes are
wholly unsatisfied and disclosure of transaction price allocated to remaining performance obligations is not required. Under product sales contracts, the
variability arises as both volume and pricing (typically index based) are not known until the product is delivered.

Receivables from contracts with customers

Accounts receivable, net on the condensed consolidated balance sheets represents current receivables from contracts with customers. Certain
noncurrent receivables from contracts with customers are included in “other noncurrent assets” on the condensed consolidated balance sheets. These
amounts are accruals to recognize revenue for performance to date related to customer deficiencies on minimum volume commitments with make-up
rights for which the use of the make-up rights are not probable due to capacity constraints or other factors. Therefore, we have accrued the amount for
which no future performance by SemGroup will be required, but for which we do not have a present right to bill the customer until the end of the
contract. The balance of noncurrent receivables from customer contracts was (in thousands):

 
March 31, 

2018  
December 31, 

2017

Noncurrent receivables $ 8,309  $ —

Noncurrent receivables for the transactions described above were not recorded prior to the adoption of ASC 606 as our policy was to defer recognition
of deficiencies with make-up rights until the contractual make-up rights expired.

Deferred revenue

We record deferred revenue when we have received a payment in advance of delivering a product or performing a service. For the three months ended
March 31, 2018, we recognized $3.2 million of revenue which was included in deferred revenue at the beginning of the period.
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Costs to obtain or fulfill a contract

Unless material, we expense costs to obtain or fulfill a contract in the period incurred. At March 31, 2018, we had contract assets of $9.7 million
related to costs incurred to obtain contracts which had been expensed as incurred under previous guidance. These costs are reported within “other
noncurrent assets” on the condensed consolidated balance sheets and are being amortized straight-line over the 25-year life of the related contracts.

11. SEGMENTS

Our businesses are organized based on the nature and location of the services they provide. Certain summarized information related to our reportable
segments is shown in the tables below. None of the operating segments have been aggregated. Although Corporate and Other does not represent an
operating segment, it is included in the tables below to reconcile segment information to that of the consolidated Company. Prior period segment
disclosures have been recast to include the SemMexico and SemLogistics segments within Corporate and Other, as these businesses are no longer
significant and are not expected to be significant in the future. Eliminations of transactions between segments are also included within Corporate and
Other in the tables below.

During the fourth quarter of 2017, we changed our definition of segment profit to focus on the results of each segment exclusive of general and
administrative costs and related overhead allocations. Segment Profit is defined as revenue, less cost of products sold (exclusive of depreciation and
amortization) and operating expenses, plus equity earnings and is adjusted to remove unrealized gains and losses on commodity derivatives and to
reflect equity earnings on an earnings before interest, taxes and depreciation and amortization (“EBITDA”) basis. Reflecting equity earnings on an
EBITDA basis is achieved by adjusting equity earnings to exclude our percentage of interest, taxes, depreciation and amortization from equity earnings
for operated equity method investees. For our investment in NGL Energy, we exclude equity earnings and include cash distributions received. Prior
period segment profit has been recast to be consistent with the revised definition.

The accounting policies of each segment are the same as the accounting policies of the consolidated Company. Transactions between segments are
generally recorded based on prices negotiated between the segments.

Our results by segment are presented in the tables below (in thousands):

 Three Months Ended March 31,

 2018  2017

Revenues:    
   Crude Transportation    

External $ 26,068  $ 13,979
Intersegment 8,208  6,554

   Crude Facilities    
External 9,284  9,635
Intersegment 2,993  2,506

   Crude Supply and Logistics    
External 443,399  297,471

HFOTCO    
External 44,198  —

   SemGas    
External 52,237  57,752
Intersegment 3,658  3,911

   SemCAMS    
External 45,145  36,798

   Corporate and Other    
External 41,278  40,465
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Intersegment (14,859)  (12,971)

Total Revenues $ 661,609  $ 456,100

 Three Months Ended March 31,

 2018  2017

Earnings from equity method investments:    
   Crude Transportation $ 12,605  $ 17,088
   Corporate and Other 9  3

Total earnings from equity method investments $ 12,614  $ 17,091

 Three Months Ended March 31,

 2018  2017

Depreciation and amortization:    
   Crude Transportation $ 12,476  $ 5,927
   Crude Facilities 2,132  1,944
   Crude Supply and Logistics 193  62

HFOTCO 19,306  —
   SemGas 10,449  8,927
   SemCAMS 5,238  4,496
   Corporate and Other 742  3,243

Total depreciation and amortization $ 50,536  $ 24,599

 Three Months Ended March 31,

 2018  2017

Income tax expense (benefit):    
HFOTCO $ 209  $ —
SemCAMS 2,970  1,424
Corporate and Other(1) 19,904  (1,329)

Total income tax expense (benefit) $ 23,083  $ 95
(1) Corporate and Other includes the impact of intra-period tax allocation.

 Three Months Ended March 31,

 2018  2017

Segment profit:    
   Crude Transportation $ 34,310  $ 28,251
   Crude Facilities 9,341  9,564
   Crude Supply and Logistics (6,583)  (2,428)

HFOTCO 30,988  —
   SemGas 14,277  18,227
   SemCAMS 22,113  16,865
   Corporate and Other 10,963  8,367

Total segment profit $ 115,409  $ 78,846

 Three Months Ended March 31,

 2018  2017

Reconciliation of segment profit to net loss:    
   Total segment profit $ 115,409  $ 78,846
     Less:    

Adjustment to reflect equity earnings on an EBITDA basis 4,883  6,709
Net unrealized loss related to commodity derivative instruments 2,226  27
General and administrative expense 26,477  21,712
Depreciation and amortization 50,536  24,599
Loss on disposal or impairment, net (3,566)  2,410
Interest expense 42,461  13,867
Loss on early extinguishment of debt —  19,922



Foreign currency transaction loss 3,294  —
Other income, net (950)  (218)
Income tax expense 23,083  95

   Net loss $ (33,035)  $ (10,277)

 
March 31, 

2018  
December 31, 

2017

Total assets (excluding intersegment receivables):    
   Crude Transportation $ 1,032,730  $ 1,039,399
   Crude Facilities 148,520  153,953
   Crude Supply and Logistics 545,551  674,684
   HFOTCO 2,011,823  2,003,298
   SemGas 720,827  714,777
   SemCAMS 561,857  518,900
   Corporate and Other 418,017  271,806

Total assets $ 5,439,325  $ 5,376,817

 
March 31, 

2018  
December 31, 

2017

Equity investments:    
   Crude Transportation $ 260,126  $ 266,362
   Corporate and Other 18,928  18,919

Total equity investments $ 279,054 $ 285,281

12. EARNINGS PER SHARE

Basic earnings per share is based on net income (loss) attributable to common shareholders, which is calculated as net income (loss) less cumulative
preferred stock dividends. Diluted earnings per share includes the dilutive effect of unvested equity compensation awards and the potential conversion
of preferred stock, if dilutive.

The following summarizes the calculation of basic earnings per share for the three months ended March 31, 2018 and 2017 (in thousands, except per
share amounts):
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Three Months Ended

March 31, 2018  
Three Months Ended

March 31, 2017

Net loss $ (33,035)  $ (10,277)
Less: cumulative preferred stock dividends 4,832  —
Net loss attributable to common shareholders $ (37,867)  $ (10,277)
Weighted average common stock outstanding 78,198  65,692
Basic loss per share $ (0.48)  $ (0.16)

The following summarizes the calculation of diluted earnings per share for the three months ended March 31, 2018 and 2017 (in thousands, except per
share amounts):

 
Three Months Ended

March 31, 2018  
Three Months Ended

March 31, 2017

Net loss $ (33,035)  $ (10,277)
Less: cumulative preferred stock dividends 4,832  —
Net loss attributable to common shareholders $ (37,867)  $ (10,277)
Weighted average common stock outstanding 78,198  65,692
Effect of dilutive securities —  —
Diluted weighted average common stock outstanding 78,198  65,692
Diluted loss per share $ (0.48)  $ (0.16)

For the three months ended March 31, 2018, we experienced net losses attributable to common shareholders. The unvested equity compensation
awards and the preferred stock would have been antidilutive and, therefore, were not included in the computation of diluted earnings per share. For
the three months ended March 31, 2017, we experienced net losses. The unvested equity compensation awards would have been antidilutive and,
therefore, were not included in the computation of diluted earnings per share.

13. SUPPLEMENTAL CASH FLOW INFORMATION

The following table summarizes the changes in the components of operating assets and liabilities shown on our condensed consolidated statements of
cash flows (in thousands):

 Three Months Ended March 31,

 2018  2017

Decrease (increase) in restricted cash $ 33  $ 28
Decrease (increase) in accounts receivable 122,829  (55,150)
Decrease (increase) in receivable from affiliates 754  12,529
Decrease (increase) in inventories 25,220  (2,441)
Decrease (increase) in other current assets (3,748)  857
Decrease (increase) in other assets 805  (875)
Increase (decrease) in accounts payable and accrued liabilities (104,888)  40,485
Increase (decrease) in payable to affiliates (4,650)  (9,422)
Increase (decrease) in other noncurrent liabilities 16,142  1,041

 $ 52,497  $ (12,948)
  

Other supplemental disclosures

At March 31, 2018, we had an accrued receivable of $9.7 million for a portion of the proceeds from the sale of our Mexican asphalt operations.

Page 28



Table of Contents

SEMGROUP CORPORATION
Notes to Unaudited Condensed Consolidated Financial Statements

13. SUPPLEMENTAL CASH FLOW INFORMATION, Continued

We paid cash interest of $45.8 million and $12.9 million for the three months ended March 31, 2018 and 2017, respectively.

We paid cash income taxes, net of refunds, of $1.8 million and $1.2 million for the three months ended March 31, 2018 and 2017, respectively.

We incurred liabilities for capital expenditures that had not been paid of $66.6 million and $13.9 million as of March 31, 2018 and 2017, respectively.
Such amounts are not included in capital expenditures on the consolidated statements of cash flows.

14. RELATED PARTY TRANSACTIONS

Transactions with NGL Energy and its subsidiaries primarily relate to crude oil marketing, leased storage and transportation services, including
buy/sell transactions. Transactions with White Cliffs primarily relate to leased storage, purchases and sales of crude oil, transportation fees for
shipments on the White Cliffs Pipeline, and management fees.

In accordance with ASC 845-10-15, the buy/sell transactions with NGL Energy and White Cliffs were reported as revenue on a net basis in our
condensed consolidated statements of operations and comprehensive income (loss) because the purchases of inventory and subsequent sales of the
inventory were with the same counterparty and entered into in contemplation of one another.

During the three months ended March 31, 2018 and 2017, we generated the following transactions with related parties (in thousands):

 Three Months Ended March 31,

 2018  2017

NGL Energy    
   Revenues $ 6,180  $ 22,204
   Purchases $ 236  $ 15,584
    

White Cliffs    
   Crude oil revenues $ —  $ 436
   Storage revenues $ 1,088  $ 1,088
   Transportation fees $ 3,623  $ 2,655
   Management fees $ 133  $ 127
   Crude oil purchases $ 895  $ 4,003

15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS

Our senior unsecured notes are guaranteed by certain of our subsidiaries as follows: Rose Rock Finance Corporation, Rose Rock Midstream Operating,
LLC, Rose Rock Midstream Energy GP, LLC, Rose Rock Midstream Crude, L.P., Rose Rock Midstream Field Services, LLC, SemGas, L.P.,
SemMaterials, L.P., SemGroup Europe Holding, L.L.C., SemOperating G.P., L.L.C., SemMexico, L.L.C., SemDevelopment, L.L.C., Mid-America
Midstream Gas Services, L.L.C., SemCrude Pipeline, L.L.C., Wattenberg Holding, LLC and Glass Mountain Holding, LLC (collectively, the
“Guarantors”).

Each of the Guarantors is 100% owned by SemGroup Corporation (the “Parent”). Such guarantees of our senior unsecured notes are full and
unconditional and constitute the joint and several obligations of the Guarantors. There are no significant restrictions upon the ability of the Parent or
any of the Guarantors to obtain funds from its respective subsidiaries by dividend or loan. Distributions of cash flows from HFOTCO, a non-guarantor,
are restricted by the existing indebtedness of HFOTCO. None of the assets of the Guarantors represent restricted net assets pursuant to Rule 4-08(e)(3)
of Regulation S-X under the Securities Act.
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

Unaudited condensed consolidating financial statements for the Parent, the Guarantors and non-guarantors as of March 31, 2018 and December 31,
2017, and for the three months ended March 31, 2018 and 2017, are presented on an equity method basis in the tables below (in thousands).

Intercompany receivable and payable balances, including notes receivable and payable, are capital transactions primarily to facilitate the capital needs
of our subsidiaries. As such, subsidiary intercompany balances have been reported as a reduction to equity on the condensed consolidating Guarantor
balance sheets. The Parent’s net intercompany balance, including notes receivable, and investments in subsidiaries have been reported in equity method
investments on the condensed consolidating Guarantor balance sheets. Intercompany transactions, such as daily cash management activities, have been
reported as financing activities within the condensed consolidating Guarantor statements of cash flows. These balances are eliminated through
consolidating adjustments below.
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Condensed Consolidating Guarantor Balance Sheets

  March 31, 2018

  Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

ASSETS           
Current assets:           

Cash and cash equivalents  $ 233,282  $ —  $ 57,079  $ (4,863)  $ 285,498
Accounts receivable  57  456,180  79,468  —  535,705
Receivable from affiliates  177  84  676  —  937
Current assets held for sale  —  —  2,501  —  2,501
Inventories  —  81,542  —  —  81,542
Other current assets  4,407  6,423  6,511  —  17,341
Total current assets  237,923  544,229 146,235 (4,863) 923,524

Property, plant and equipment, net  7,774  1,013,976  2,358,824  —  3,380,574
Equity method investments  3,069,175  873,864  —  (3,663,985)  279,054
Goodwill  —  —  257,302  —  257,302
Other intangible assets  9  125,733  264,500  —  390,242
Other noncurrent assets, net  47,943  2,866  92,036  —  142,845
Noncurrent assets held for sale  —  —  65,784  —  65,784

Total assets  $ 3,362,824 $ 2,560,668 $ 3,184,681 $ (3,668,848) $ 5,439,325
LIABILITIES, PREFERRED STOCK AND
OWNERS’ EQUITY          
Current liabilities:           

Accounts payable  $ 1,263  $ 436,443  $ 54,801  $ —  $ 492,507
Payable to affiliates  2  2,319  —  —  2,321
Accrued liabilities  24,385  22,877  53,111  —  100,373
Current liabilities held for sale  —  —  2,434  —  2,434
Other current liabilities  14,495  7,562  10,966  —  33,023
Total current liabilities  40,145  469,201  121,312  —  630,658

Long-term debt  1,344,164  6,947  1,406,293  (23,447)  2,733,957
Deferred income taxes  13,704  —  46,847  —  60,551
Other noncurrent liabilities  2,294  —  35,090  —  37,384
Noncurrent liabilities held for sale  —  —  14,258  —  14,258
Commitments and contingencies      
Preferred stock  342,354  —  —  —  342,354
Total owners’ equity  1,620,163  2,084,520 1,560,881 (3,645,401) 1,620,163

Total liabilities, preferred stock and owners’ equity  $ 3,362,824 $ 2,560,668 $ 3,184,681 $ (3,668,848) $ 5,439,325
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

  December 31, 2017

  Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

ASSETS           
Current assets:           

Cash and cash equivalents  $ 32,457  $ —  $ 69,872  $ (8,630)  $ 93,699
Accounts receivable  (9)  562,967  90,526  —  653,484
Receivable from affiliates  58  1,421  212  —  1,691
Current assets held for sale  —  —  38,063  —  38,063
Inventories  —  101,665  —  —  101,665
Other current assets  6,671  4,493  3,133  —  14,297
Total current assets  39,177 670,546 201,806 (8,630) 902,899

Property, plant and equipment, net  8,086  1,002,982  2,304,063  —  3,315,131
Equity method investments  3,085,274  964,930  —  (3,764,923)  285,281
Goodwill  —  —  257,302  —  257,302
Other intangible assets  10  127,783  270,850  —  398,643
Other noncurrent assets, net  45,587  3,097  83,916  —  132,600
Noncurrent assets held for sale  —  —  84,961  —  84,961
Total assets  $ 3,178,134 $ 2,769,338 $ 3,202,898 $ (3,773,553) $ 5,376,817
LIABILITIES AND OWNERS’ EQUITY           
Current liabilities:           

Accounts payable  $ 646  $ 533,651  $ 53,601  $ —  $ 587,898
Payable to affiliates  10  6,961  —  —  6,971
Accrued liabilities  38,747  26,275  66,387  (2)  131,407
Current liabilities held for sale  —  —  23,847  —  23,847
Other current liabilities  1,922  5,532  8,984  —  16,438
Total current liabilities  41,325 572,419 152,819 (2) 766,561

Long-term debt  1,474,491  6,690  1,395,104  (23,190)  2,853,095
Deferred income taxes  1,892  —  44,693  —  46,585
Other noncurrent liabilities  2,061  —  36,434  —  38,495
Noncurrent liabilities held for sale  —  —  13,716  —  13,716
Commitments and contingencies      
Total owners’ equity  1,658,365  2,190,229 1,560,132 (3,750,361) 1,658,365
Total liabilities and owners’ equity  $ 3,178,134 $ 2,769,338 $ 3,202,898 $ (3,773,553) $ 5,376,817
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

Condensed Consolidating Guarantor Statements of Operations

 Three Months Ended March 31, 2018

 Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

Revenues:          
Product $ —  $ 479,449  $ 31,319  $ —  $ 510,768
Service —  37,510  94,385  —  131,895
Lease —  —  4,329  —  4,329
Other —  —  14,617  —  14,617

Total revenues —  516,959 144,650 — 661,609
Expenses:         

Costs of products sold, exclusive of depreciation
and amortization shown below —  469,998  26,134  —  496,132
Operating —  27,931  41,860  —  69,791
General and administrative 6,486  5,990  14,001  —  26,477
Depreciation and amortization 724  18,731  31,081  —  50,536
Loss (gain) on disposal or impairment, net 49,288  (78,729)  25,875  —  (3,566)
Total expenses 56,498  443,921 138,951 — 639,370

Earnings from equity method investments 59,446  557  —  (47,389)  12,614
Operating income 2,948  73,595 5,699 (47,389) 34,853
Other expenses (income), net:         

Interest expense 13,379  10,992  18,330  (240)  42,461
Foreign currency transaction loss (gain) 4,403  (197)  (912)  —  3,294
Other income, net (735)  (5)  (450)  240  (950)
Total other expenses, net 17,047  10,790 16,968 — 44,805

Income (loss) before income taxes (14,099)  62,805 (11,269) (47,389) (9,952)
Income tax expense 18,936  —  4,147  —  23,083
Net income (loss) (33,035)  62,805 (15,416) (47,389) (33,035)
Other comprehensive income (loss), net of income
taxes (5,612)  (256)  24,039  —  18,171

Comprehensive income (loss) $ (38,647)  $ 62,549 $ 8,623 $ (47,389) $ (14,864)
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

 Three Months Ended March 31, 2017

 Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

Revenues:          
Product $ —  $ 340,788  $ 32,573  $ —  $ 373,361
Service —  38,050  30,143  —  68,193
Other —  —  14,546  —  14,546

Total revenues —  378,838  77,262  —  456,100
Expenses:          

Costs of products sold, exclusive of depreciation
and amortization shown below —  321,657  27,341  —  348,998
Operating —  28,120  23,963  —  52,083
General and administrative 5,930  6,930  8,852  —  21,712
Depreciation and amortization 473  16,830  7,296  —  24,599
Loss on disposal or impairment, net —  1,982  428  —  2,410
Total expenses 6,403  375,519  67,880  —  449,802

Earnings from equity method investments 19,187  18,566  —  (20,662)  17,091
Operating income 12,784  21,885  9,382  (20,662)  23,389
Other expenses (income), net:          

Interest expense (income) 5,866  8,820  (626)  (193)  13,867
Loss on early extinguishment of debt 19,922  —  —  —  19,922
Other income, net (197)  (2)  (212)  193  (218)
Total other expense (income), net 25,591 8,818 (838) — 33,571

Income (loss) before income taxes (12,807) 13,067 10,220 (20,662) (10,182)
Income tax expense (benefit) (2,530)  —  2,625  —  95
Net income (loss) (10,277)  13,067  7,595  (20,662)  (10,277)
Other comprehensive income (loss), net of income
taxes (3,581)  (74)  9,688  —  6,033

Comprehensive income (loss) $ (13,858) $ 12,993 $ 17,283 $ (20,662) $ (4,244)
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

Condensed Consolidating Guarantor Statements of Cash Flows

  Three Months Ended March 31, 2018

  Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

Net cash provided by (used in) operating activities  $ (31,162)  $ 50,421  $ 64,321  $ —  $ 83,580
Cash flows from investing activities:          

Capital expenditures  (436)  (29,872)  (101,476)  —  (131,784)
Proceeds from sale of long-lived assets  —  —  16  —  16
Proceeds from the sale of Mexican asphalt
business, net  78,729  —  (14,899)  —  63,830
Contributions to equity method investments  —  (309)  —  —  (309)
Distributions in excess of equity in earnings of
affiliates  —  6,545  —  —  6,545
Net cash provided (used in) investing activities  78,293 (23,636) (116,359) —  (61,702)

Cash flows from financing activities:          
Debt issuance costs  (459)  —  —  —  (459)
Principal payments on credit facilities and other
obligations  (132,863)  (8)  (1,375)  —  (134,246)
Proceeds from issuance preferred stock, net of
offering costs  342,354  —  —  —  342,354
Repurchase of common stock for payment of
statutory taxes due on equity-based
compensation  (381)  —  —  —  (381)
Dividends paid  (37,230)  —  —  —  (37,230)
Proceeds from issuance of common stock under
employee stock purchase plan  24  —  —  —  24
Intercompany borrowings (advances), net  (17,751)  (26,777)  40,761  3,767  —
Net cash provided by (used in) financing
activities  153,694  (26,785) 39,386 3,767  170,062

Effect of exchange rate changes on cash and cash
equivalents  —  —  (141)  —  (141)
Change in cash and cash equivalents  200,825  — (12,793) 3,767  191,799
Cash and cash equivalents at beginning of period  32,457  —  69,872  (8,630)  93,699
Cash and cash equivalents at end of period  $ 233,282  $ — $ 57,079 $ (4,863)  $ 285,498
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15. CONDENSED CONSOLIDATING GUARANTOR FINANCIAL STATEMENTS, Continued

  Three Months Ended March 31, 2017

  Parent  Guarantors  Non-guarantors  
Consolidating
Adjustments  Consolidated

Net cash provided by (used in) operating activities  $ (11,492)  $ 34,314  $ 5,187  $ —  $ 28,009
Cash flows from investing activities:           

Capital expenditures  (1,863)  (13,384)  (77,001)  —  (92,248)
Proceeds from sale of long-lived assets  —  15,191  309  —  15,500
Contributions to equity method investments  —  (2,490)  —  —  (2,490)
Distributions in excess of equity in earnings of
affiliates  —  4,392  —  —  4,392
Net cash provided by (used in) investing
activities  (1,863)  3,709 (76,692) —  (74,846)

Cash flows from financing activities:          
Debt issuance costs  (4,632)  —  —  —  (4,632)
Borrowings on credit facilities and issuance of
senior notes, net of discount  437,018  —  —  —  437,018
Principal payments on credit facilities and other
obligations  (348,272)  (6)  —  —  (348,278)
Debt extinguishment costs  (16,293)  —  —  —  (16,293)
Repurchase of common stock for payment of
statutory taxes due on equity-based
compensation  (1,047)  —  —  —  (1,047)
Dividends paid  (29,770)  —  —  —  (29,770)
Proceeds from issuance of common stock under
employee stock purchase plan  231  —  —  —  231
Intercompany borrowing (advances), net  (34,668)  (38,017)  72,548  137  —
Net cash provided by (used in) financing
activities  2,567  (38,023) 72,548 137  37,229

Effect of exchange rate changes on cash and cash
equivalents  —  —  1,248  —  1,248
Change in cash and cash equivalents  (10,788)  — 2,291 137  (8,360)
Cash and cash equivalents at beginning of period  19,002  —  59,796  (4,582)  74,216
Cash and cash equivalents at end of period  $ 8,214  $ — $ 62,087 $ (4,445)  $ 65,856
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Item 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the unaudited condensed
consolidated interim financial statements and the notes thereto included in Part I, Item 1 of this Quarterly Report on Form 10-Q, and our Annual Report on
Form 10-K for the year ended December 31, 2017, filed with the SEC.

Overview of Business

Our business is to provide gathering, transportation, storage, distribution, marketing and other midstream services primarily to producers, refiners of
petroleum products and other market participants located in the Gulf Coast, Midwest and Rocky Mountain regions of the United States of America (the
“U.S.”) and Canada. We, or our significant equity method investees, have an asset base consisting of pipelines, gathering systems, storage facilities, terminals,
processing plants and other distribution assets located between North American production and supply areas, including the Gulf Coast, Midwest, Rocky
Mountain and Western Canadian regions. At March 31, 2018, our operations are conducted directly and indirectly through our primary business segments –
Crude Transportation, Crude Facilities, Crude Supply and Logistics, HFOTCO, SemGas® and SemCAMS.

Our Assets

At March 31, 2018, our segments owned the following:

• Crude Transportation operates crude oil pipelines and truck transportation businesses in the U.S. Crude Transportation’s assets include:

• a 450-mile crude oil gathering and transportation pipeline system with over 560,000 barrels of associated storage capacity in Kansas
and northern Oklahoma that is connected to several third-party pipelines and refineries;

• the Wattenberg Oil Trunkline (“WOT”), a 75-mile, 12-inch diameter crude oil gathering pipeline system that transports crude oil
from production facilities in the DJ Basin to the pipeline owned by White Cliffs Pipeline, L.L.C. (“White Cliffs”). The
WOT has a capacity of 60,000 barrels per day as well as 360,000 barrels of operational storage;

• a crude oil trucking fleet of approximately 195 transport trucks and approximately 215 trailers;

• Maurepas Pipeline, consisting of three pipelines, with an approximate total of 106 miles, that service refineries in the Gulf Coast
region (the “Maurepas Pipeline”); and

• a 51% ownership interest in White Cliffs, which owns two parallel 527-mile 12-inch common carrier, crude oil pipelines, that
transport crude oil from Platteville, Colorado to Cushing, Oklahoma (the “White Cliffs Pipeline”) that we operate.

• Crude Facilities operates crude oil storage and terminal businesses in the U.S. Crude Facilities’ assets include:

• approximately 7.6 million barrels of crude oil storage capacity in Cushing, Oklahoma, of which approximately 6.0 million barrels
were leased to customers and the remaining barrels were available for use in crude oil operations and marketing activities;
and

• a 30-lane crude oil truck unloading facility with 350,000 barrels of associated storage capacity in Platteville, Colorado which
connects to the origination point of the White Cliffs Pipeline.

• Crude Supply and Logistics operates a crude oil marketing business which utilizes our Crude Transportation and Crude Facilities assets for
marketing purposes. Additionally, Crude Supply and Logistics’ assets include approximately 61,800 barrels of crude oil storage capacity in
Trenton and Stanley, North Dakota.

• HFOTCO operates a large terminal facility located on the U.S. Gulf Coast. HFOTCO’s assets include:

• approximately 16.8 million barrels of product storage with crude pipeline connectivity to the local refining complex, deep water
marine access and inbound crude receipt pipeline connectivity, as well as rail and truck loading and unloading capabilities; and

• 330 acres on the Houston Ship Channel.

• SemGas, which provides natural gas gathering and processing services in the U.S. SemGas owns and operates gathering systems and four
processing plants with 595 million cubic feet per day of capacity.
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• SemCAMS, which provides natural gas gathering and processing services in Alberta, Canada. SemCAMS owns working interests in, and
operates, four natural gas processing plants with a combined operating capacity of 695 million cubic feet per day.

At March 31, 2018, we also owned a refined product and crude oil storage services facility at Milford Haven in the United Kingdom (“U.K.”) that had multi-
product storage capacity of approximately 8.7 million barrels. On April 12, 2018, we completed the sale of our U.K. facility.

Additionally, we hold an 11.78% ownership interest in the general partner of NGL Energy Partners LP (“NGL Energy”) (NYSE: NGL) which is reported
within Corporate and Other.

Recent Developments

On January 8, 2018, we announced that we had reached an agreement for the sale of our Mexican asphalt business, SemMaterials Mexico. On March
15, 2018, we announced the completion of the sale of our asphalt business to Ergon Asfaltos Mexico HC, LLC, for $73.5 million, subject to customary post-
closing adjustments.

On February 23, 2018, we entered into an agreement to sell our U.K. operations, SemLogistics. In addition to the sale price, the agreement provides for
potential earnout payments to be made to SemGroup if certain revenue targets are met in the four years following close of the transaction. SemGroup intends
to use the proceeds from the sale toward its capital raise plan and to pre-fund capital growth projects. The sale was completed on April 12, 2018, for $76.8
million in cash, subject to customary post-closing adjustments.

On April 17, 2018, we made the final payment related to the HFOTCO acquisition in the amount of $579.6 million. The payment was funded through
revolving credit facility borrowings and cash on hand.

On May 7, 2018, we announced plans to convert a portion of the White Cliffs Pipeline system to natural gas liquids service. The converted pipeline
will have initial capacity of 90,000 barrels per day and will be expandable up to 120,000 barrels per day. The pipeline will be taken out of service in the first
quarter of 2019 for conversion and is expected to be in service during the fourth quarter of 2019. The project is expected to cost between $60 million and $66
million, of which we will fund 51%. The project is supported by 10 year capacity agreements totaling 50,000 barrels per day.

Results of Operations

Consolidated Results of Operations

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue $ 661,609  $ 456,100
Expenses:    

Costs of products sold, exclusive of depreciation and amortization shown below 496,132  348,998
Operating 69,791  52,083
General and administrative 26,477  21,712
Depreciation and amortization 50,536  24,599
Loss (gain) on disposal or impairment, net (3,566)  2,410
Total expenses 639,370 449,802

Earnings from equity method investments 12,614  17,091
Operating income 34,853 23,389
Other expenses (income), net:    

Interest expense 42,461  13,867
Loss on early extinguishment of debt —  19,922
Foreign currency transaction loss 3,294  —
Other income, net (950)  (218)
Total other expenses, net 44,805  33,571

Loss before income taxes (9,952) (10,182)
Income tax expense 23,083  95

Net loss $ (33,035) $ (10,277)

Revenue and Expenses

Revenue and expenses are analyzed by operating segment below.
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General and administrative expense

General and administrative expenses increased in the three months ended March 31, 2018, to $26.5 million from $21.7 million in the three months ended
March 31, 2017, primarily due to the prior year acquisition of HFOTCO.

Depreciation and amortization expense

Depreciation and amortization expenses increased in the three months ended March 31, 2018, to $50.5 million from $24.6 million in the three months
ended March 31, 2017, primarily as a result of the acquisition of HFOTCO and completion of the Maurepas Pipeline.

Loss (gain) on disposal or impairment, net

Net gain on disposal or impairment for the three months ended March 31, 2018, was primarily due to the disposal of our Mexican asphalt business, which
was held for sale at December 31, 2017. The prior year net loss on disposal or impairment was primarily due to the write-down of certain rights-of-way.

Interest expense

Interest expense increased in the three months ended March 31, 2018, to $42.5 million from $13.9 million in the three months ended March 31, 2017.
The increase is primarily due to $19.5 million of HFOTCO related interest expense including accretion of the final payment related to the HFOTCO
acquisition and $10.4 million due to the $325 million, 6.375% senior unsecured notes sold in March 2017 and the $300 million, 7.25% senior unsecured notes
sold in September 2017. These increases were offset by $1.2 million in additional capitalized interest at SemCAMS.

Loss on early extinguishment of debt

During the three months ended March 31, 2017, we purchased $290 million of our outstanding $300 million senior unsecured notes due 2021 (the “2021
Notes”) through a tender offer. The price included a premium and interest to the purchase date. A notice of redemption was issued for the remaining $10
million of 2021 Notes, which were not redeemed through the tender offer pursuant to the redemption and satisfaction and discharge provisions of the
indenture governing the 2021 Notes. The redemption price included a redemption premium and interest to the redemption date. As a result, we recognized a
loss of $19.9 million on the early extinguishment of the 2021 Notes, which included premiums of $15.9 million and the write off of $3.6 million of associated
unamortized debt issuance costs.

Foreign currency transaction loss

Foreign currency transaction loss for the three months ended March 31, 2018, is primarily due to foreign currency forwards to purchase Canadian dollars
to limit exposure to foreign currency rate fluctuations for capital contributions to our Canadian operations.

Income tax expense (benefit)

We reported an income tax expense of $23.1 million for the three months ended March 31, 2018, compared to an expense of $95.0 thousand for the three
months ended March 31, 2017. The effective tax rate was (232)% and (1)% for the three months ended March 31, 2018 and 2017, respectively. The rate for
the three months ended March 31, 2018, is impacted by a discrete tax expense related to the vesting of restricted stock in the amount of $1.4 million and a
discrete tax expense of $10.9 million in Mexico on the sale of the 100% equity interest in our Mexican asphalt business. The rate is also affected by the US
deduction for foreign taxes. The rate for the three months ended March 31, 2017, is impacted by a discrete tax expense related to the vesting of restricted
stock in the amount of $1.4 million. Significant items that impacted the effective tax rate for each period, as compared to the U.S. federal statutory rate of
21%, include earnings in foreign jurisdictions taxed at different rates and foreign earnings taxed in foreign jurisdictions as well as in the U.S., since they are
disregarded entities for U.S. federal income tax purposes. These combined factors, and the magnitude of the permanent items impacting the tax rate relative to
income from continuing operations before income taxes, result in rates that are not comparable between the periods.

Results of Operations by Reporting Segment

Crude Transportation

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue:    
Pipeline transportation $ 21,112  $ 6,184
Truck transportation 13,164  14,349
Total revenue 34,276  20,533

Less:    
Operating expense 17,463  16,082

Plus:    
Earnings from equity method investments 12,605  17,088
Adjustments to reflect equity earnings on an EBITDA basis 4,892  6,712

Segment profit $ 34,310  $ 28,251

Three months ended March 31, 2018 versus three months ended March 31, 2017

Revenue

Pipeline transportation revenue increased to $21.1 million in the three months ended March 31, 2018, from $6.2 million in the three months ended
March 31, 2017. The increase was primarily the result of $14.0 million related to the start-up of the Maurepas Pipeline and a $1.2 million increase on the
WOT, partially offset by a $0.2 million reduction to intersegment transportation attributed to our Crude Supply and Logistics segment and a $0.1 million
reduction in other volumes.



Truck transportation revenue decreased to $13.2 million in three months ended March 31, 2018, from $14.3 million for the same period in 2017 as a
result of lower volumes.

Operating expense

Operating expense increased to $17.5 million for the three months ended March 31, 2018, compared to $16.1 million for the three months ended March
31, 2017. The increase was primarily the result of our Maurepas pipeline operations.

Earnings from equity method investments

Crude Transportation’s earnings from equity method investments decreased in the three months ended March 31, 2018, to $12.6 million from $17.1
million in the three months ended March 31, 2017, due to the sale of Glass Mountain Pipeline in December 2017, as well as a reduction in volumes.

Adjustments to reflect equity earnings on an EBITDA basis

Segment profit adjusts earnings from our equity method investments to exclude our proportional share of our equity investee’s depreciation and
amortization expense. The decrease as compared to the prior period is primarily due to the sale of Glass Mountain Pipeline in December 2017.

Crude Facilities

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue:    
Storage fees $ 7,549  $ 7,881
Service fees 4,728  4,260
Total revenue 12,277  12,141

Less:    
Operating expense 2,936  2,577

Segment profit $ 9,341  $ 9,564
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Three months ended March 31, 2018 versus three months ended March 31, 2017

Revenue

Revenue remained relatively constant at $12.3 million in the three months ended March 31, 2018, from $12.1 million for the three months ended
March 31, 2017. The reduction in storage revenue of $0.3 million is the result of lower rates and the expiration of one 250,000 barrel tank lease. Compared to
prior year, the average capacity used internally for crude oil operations and marketing activities increased to 1.7 million barrels from 1.4 million barrels and
the average capacity leased by storage customers decreased to 6.0 million barrels from 6.6 million barrels. This decrease was offset primarily by an increase
in unloading.

Operating expense

Operating expense increased to $2.9 million in the three months ended March 31, 2018, from $2.6 million for the three months ended March 31, 2017,
as a result of increased compensation and other expense.

Crude Supply and Logistics

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue $ 443,399  $ 297,471
Less:    

Costs of products sold, exclusive of depreciation and amortization shown below 450,934  298,485
Operating expense 1,274  1,441
Unrealized gain (loss) on commodity derivatives, net (2,226)  (27)

Segment profit $ (6,583)  $ (2,428)

Three months ended March 31, 2018 versus three months ended March 31, 2017

Revenue

Revenue increased to $443.4 million in the three months ended March 31, 2018, from $297.5 million in the three months ended March 31, 2017.

 Three Months Ended March 31,

(in thousands) 2018  2017

Gross product revenue $ 1,210,188  $ 1,110,561
Nonmonetary transaction adjustment (764,563)  (813,063)
Unrealized loss on derivatives, net (2,226)  (27)

Product revenue $ 443,399  $ 297,471

Gross product revenue increased in the three months ended March 31, 2018, to $1.2 billion from $1.1 billion in the three months ended March 31,
2017. The increase was primarily due to a higher average sales price of $62 per barrel on lower volume sold of 19.6 million barrels in the three months ended
March 31, 2018, compared to an average sales price of $51 per barrel on volume sold of 21.7 million barrels in the three months ended March 31, 2017.

Gross product revenue was reduced by $764.6 million and $813.1 million during the three months ended March 31, 2018 and 2017, respectively, in
accordance with Accounting Standards Codification (“ASC”) 845-10-15, “Nonmonetary Transactions”. ASC 845-10-15 requires that certain transactions --
those where inventory is purchased from a customer then resold to the same customer -- to be presented in the income statement on a net basis, resulting in a
reduction of revenue and costs of products sold by the same amount.

Costs of products sold

Costs of products sold increased in the three months ended March 31, 2018, to $450.9 million (including $11.2 million of intersegment transportation
and facility expense) from $298.5 million in the three months ended March 31, 2017 (including $9.1 million of intersegment transportation and facility
expense). Costs of products sold reflect reductions of $764.6 million and $813.1 million in the three months ended March 31, 2018 and 2017, respectively, in
accordance with ASC 845-10-15.
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There was a decrease in barrels sold, as described above, combined with an increase in the average cost per barrel of crude oil to $62 in the three months
ended March 31, 2018, from $51 in the three months ended March 31, 2017.

The increase in cost of products sold outpaced the increase in revenue leading to a decrease in segment profit of $4.2 million as compared to the prior
year. This is primarily due to increased pipeline transportation fees related to firm commitments beginning in June 2017 and increased truck transportation
fees related to increased volume which are included in cost of products sold.

Operating expense

Operating expense decreased slightly to $1.3 million in the three months ended March 31, 2018, from $1.4 million for the three months ended March
31, 2017. The decrease is primarily due to lower compensation expense.

HFOTCO

 Three Months Ended March 31,
(in thousands) 2018

Revenue:  
Storage fees $ 32,102
Service fees 7,767
Lease revenue 4,329
Total revenue 44,198

Less:  
Operating expense 13,210

Segment profit $ 30,988

HFOTCO, which was acquired in July 2017, generates revenue by providing storage and terminalling services to customers in the Houston Ship
Channel. These contractual arrangements typically include fixed take-or-pay fees related to provision of storage and throughput capacity and usage based
charges for pump-over, heating, berthing and excess throughput volumes. HFOTCO also generates revenue from leases of certain land, tanks and a barge
dock which are accounted for as a direct financing lease.

For the three months ended March 31, 2018, HFOTCO’s operating expense included the write-off of a receivable of $4.2 million related to clean up
costs associated with tank damage for which the insurance claim was denied.

SemGas

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue:    
Product sales $ 39,708  $ 47,227
Gathering and processing fees 16,187  14,436
Total revenue 55,895  61,663

Less:    
Costs of products sold, exclusive of depreciation and amortization shown below 33,923  36,143
Operating expense 7,695  7,293

Segment profit $ 14,277  $ 18,227

Three months ended March 31, 2018 versus three months ended March 31, 2017

Revenue

Product sales revenue decreased in the three months ended March 31, 2018, to $39.7 million from $47.2 million in the three months ended March 31,
2017. The decrease is primarily due to lower average natural gas NYMEX price of $3.00/
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MMbtu in the three months ended March 31, 2018, versus $3.32/MMbtu for the same period in 2017, lower average NGL basket price of $0.83/gallon in the
three months ended March 31, 2018, versus $0.85/gallon for the same period in 2017. The decrease was offset by higher volumes (28,161 MMcf in the three
months ended March 31, 2018, compared to 26,658 MMcf for the same period in 2017). Volume increases are primarily due to Stack production, offset by
reduced Mississippi Lime drilling coupled with natural well production declines.

Gathering and processing fee revenue increased in the three months ended March 31, 2018, to $16.2 million from $14.4 million in the three months
ended March 31, 2017. In the current year, certain fees are reported as gathering and processing fee revenue under ASU 2016-15 - “Revenue from Contracts
with Customers” (“ASC 606”), whereas in the prior year these amounts were reported as reductions to cost of sales under ASC 605. The current year includes
$3.5 million of fee revenue which would have been included as a reduction to cost of sales under the prior year methodology. Exclusive of the impact of ASC
606, gathering and processing fee revenues are down although volumes are up, due to contract mix.

Costs of products sold

Costs of products sold decreased to $33.9 million in the three months ended March 31, 2018, from $36.1 million in the three months ended March 31,
2017. The decrease was primarily due to lower prices and lower Mississippi Lime volumes, offset by the impact of ASC 606 discussed above.

Operating expense

Operating expense increased slightly to $7.7 million in the three months ended March 31, 2018, from $7.3 million in the three months ended March 31,
2017. This increase was primarily due to employee costs.

SemCAMS

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue    
Service fees $ 30,542  $ 22,393
Other revenue 14,603  14,405
Total revenue 45,145  36,798

Expenses:    
Costs of products sold, exclusive of depreciation and amortization shown below 102  45
Operating expense 22,930  19,888

Segment profit $ 22,113  $ 16,865

Three months ended March 31, 2018 versus three months ended March 31, 2017

Revenue

Revenue in the three months ended March 31, 2018, increased to $45.1 million from $36.8 million for the three months ended March 31, 2017. This
increase is primarily due to higher operating cost recoveries, higher gathering and processing revenue and foreign exchange gains of $3.6 million, $1.9
million and $1.9 million, respectively.

Additionally, subsequent to the adoption of ASC 606, we recognized $1.3 million of revenue for recognition of certain deficiencies on take-or-pay
agreements for which there is a contractual make-up period. Under ASC 605, revenue related to deficiencies with a make-up period was deferred until the
contractual right to make up a deficiency expired. Under ASC 606, we can recognize all or a portion of revenue related to deficiencies before the make-up
period expires if we determine that it is probable that the customer will not make-up all or some of its deficient volumes, for example if there is insufficient
capacity to make up the deficient volumes in future periods.

Operating expense

Operating expense increased in the three months ended March 31, 2018, to $22.9 million from $19.9 million for the three months ended March 31,
2017. This increase is primarily due to higher costs for contract labor, foreign exchange losses and higher costs for greenhouse gas credit purchases, partially
offset by lower compensation costs.
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Corporate and Other

 Three Months Ended March 31,

(in thousands) 2018  2017

Revenue    
Product sales $ 31,319  $ 32,573
Storage fees 7,104  5,870
Service fees 2,855  2,022
Intersegment eliminations (14,859)  (12,971)
Total revenue 26,419  27,494

Less:    
Costs of products sold, exclusive of depreciation and amortization shown below 11,173  14,325
Operating expense 4,283  4,802

Plus:    
Earnings from equity method investments 9  3
Adjustments to reflect NGL Energy equity earnings on a cash basis (9)  (3)

Segment profit $ 10,963  $ 8,367

Corporate and Other is not an operating segment. This table is included to permit the reconciliation of segment information to that of the consolidated
Company. Product sales and cost of sales primarily related to our Mexican asphalt business which was sold on March 15, 2018. Storage fees and services fees
primarily relate to our U.K. operations which were sold on April 12, 2018. Operating expenses relate to the Mexican asphalt business and U.K. operations.
Earnings from equity method investments relate to our general partner interest in NGL Energy.

Liquidity and Capital Resources

Sources and Uses of Cash

Our principal sources of short-term liquidity are cash generated from our operations and borrowings under our revolving credit facilities. The
consolidated cash balance on March 31, 2018, was $285.5 million. Of this amount, $25.6 million was held in Canada and portions may be subject to tax if
transferred to the U.S. Potential sources of long-term liquidity include issuances of debt securities and equity securities and the sale of assets. Our primary
cash requirements currently are operating expenses, capital expenditures, debt payments and our quarterly dividends. In general, we expect to fund:

• operating expenses, maintenance capital expenditures and cash dividends through existing cash and cash from operating activities;

• expansion capital expenditures and any working capital deficits through cash on hand, borrowings under our credit facilities and the issuance of
debt securities and equity securities;

• acquisitions through cash on hand, borrowings under our credit facilities, the issuance of debt securities and equity securities and proceeds from
the divestiture of assets or interests in assets; and

• debt principal payments through cash from operating activities and refinancing when the credit facility becomes due.

Our ability to meet our financing requirements and fund our planned capital expenditures will depend on our future operating performance and
distributions from our equity investments, which will be affected by prevailing economic conditions in our industry. In addition, we are subject to conditions
in the debt and equity markets for any issuances of debt securities and equity securities. There can be no assurance we will be able or willing to access the
public or private markets in the future. If we would be unable or unwilling to access those markets, we could be required to restrict future cash outlays, such
as expansion capital expenditures and potential future acquisitions.
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We believe our cash from operations, our remaining borrowing capacity and other capital markets activity allow us to manage our day-to-day cash
requirements, distribute our quarterly dividends and meet our capital expenditures commitments for the coming year.

Cash Flows

The following table summarizes our changes in unrestricted cash for the periods presented:

 Three Months Ended March 31,

(in thousands) 2018  2017

Statement of cash flow data:    
Cash flows provided by (used in):    

Operating activities $ 83,580  $ 28,009
Investing activities (61,702)  (74,846)
Financing activities 170,062  37,229

Subtotal 191,940  (9,608)
Effect of exchange rate on cash and cash equivalents (141)  1,248
Change in cash and cash equivalents 191,799  (8,360)
Cash and cash equivalents at beginning of period 93,699  74,216
Cash and cash equivalents at end of period $ 285,498  $ 65,856

Operating Activities

The components of operating cash flows can be summarized as follows:

 Three Months Ended March 31,

(in thousands) 2018  2017

Net loss $ (33,035)  $ (10,277)
Non-cash expenses, net 64,118  51,234
Changes in operating assets and liabilities 52,497  (12,948)
Net cash flows provided by operating activities $ 83,580  $ 28,009

Adjustments to net loss for non-cash expenses, net increased $12.9 million to $64.1 million for the three months ended March 31, 2018, from $51.2
million for the three months ended March 31, 2017. This change is primarily a result of:

• $25.9 million in depreciation and amortization expense, primarily as a result of the acquisition of HFOTCO and completion of the Maurepas
Pipeline;

• $4.5 million reduction in earnings from equity method investments due to lower White Cliffs earnings and the prior year divestiture of our
investment in Glass Mountain Pipeline;

• $3.3 million in currency exchange losses in the current year primarily due to foreign currency forwards to purchase Canadian dollars to limit
exposure to foreign currency rate fluctuations for capital contributions to our Canadian operations; and

• $10.7 million change in deferred income tax expense (benefit).

These increases to the adjustments to net income for non-cash expenses, net were offset by decreases due to:

• $19.9 million decrease related to a prior year loss on early extinguishment of $300 million of senior unsecured notes;

• $6.0 million increase in gains on disposal or impairments, net, primarily due to current year gain on the disposal of our Mexican asphalt business
as compared to prior year losses;

• $4.7 million in distributions from equity investments due to our prior year disposal of our investment in Glass Mountain Pipeline;
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All other adjustments to net income for non-cash expenses, net for the three months ended March 31, 2018, remained relatively comparable to the three
months ended March 31, 2017.

Changes in operating assets and liabilities for the three months ended March 31, 2018, generated a net increase in operating cash flows of $52.5
million. The increase to operating cash flow due to the change in operating assets and liabilities was primarily a result of a decrease in assets related to
accounts receivable, inventories, receivables from affiliates and other assets of $122.8 million, $25.2 million, $0.8 million, and $0.8 million, respectively,
offset by an increase in other current assets of $3.7 million. Liabilities decreased $104.9 million in accounts payable and accrued liabilities and $4.7 million in
payables to affiliates, offset by an increase in other noncurrent liabilities of $16.1 million. The increase in other noncurrent liabilities is primarily due to the
accretion of the final payment related to the HFOTCO acquisition. Changes in receivables, inventory, payables and accrued liabilities are primarily due to our
segments’ operating activities and are subject to the timing of purchases and sales and fluctuations in commodity pricing.

Changes in operating assets and liabilities for the three months ended March 31, 2017, generated a net decrease in operating cash flows of $12.9
million. The decrease to operating cash flow due to the change in operating assets and liabilities was primarily a result of an increase of $55.2 million in
accounts receivable and $40.5 million in accounts payable and accrued liabilities, and a $2.4 million increase in inventories and decreases in receivables from
affiliates of $12.5 million and payables to affiliates of $9.4 million, offset by an increase in non-current liabilities of $1.0 million. Changes in receivables,
inventory, payables and accrued liabilities are primarily due to our segments’ operating activities and are subject to the timing of purchases and sales and
fluctuations in commodity prices.

Investing Activities

For the three months ended March 31, 2018, we had net cash outflows of $61.7 million from investing activities, due primarily to $131.8 million in
capital expenditures and $0.3 million of contributions to equity method investments. These cash outflows were offset by investing cash inflows of $63.8
million in proceeds from the sale of our Mexican asphalt business and $6.5 million of distributions in excess of equity in earnings of affiliates. Capital
expenditures primarily related to expansion projects at our SemCAMS and HFOTCO segments. Distributions in excess of equity in earnings of affiliates
represent cash distributions from White Cliffs in excess of our cumulative equity in earnings and are accounted for as a return of investment.

For the three months ended March 31, 2017, we had net cash outflows of $74.8 million from investing activities, due primarily to $92.2 million of
capital expenditures and $2.5 million of contributions to equity method investments, offset by investing cash inflows of $15.5 million in proceeds from the
sale of long-lived assets and $4.4 million of distributions in excess of equity in earnings of affiliates. Capital expenditures primarily related to the Maurepas
Pipeline. Distributions in excess of equity in earnings of affiliates represent cash distributions from White Cliffs and Glass Mountain in excess of our
cumulative equity in earnings and are accounted for as a return of investment.

Financing Activities

For the three months ended March 31, 2018, we had net cash inflows of $170.1 million from financing activities, which related to proceeds from the
issuance of preferred stock, net of offering costs, of $342.4 million, offset by principal payments on credit facilities and other obligations of $134.2 million,
dividends paid of $37.2 million and debt issuance costs of $0.5 million.

For the three months ended March 31, 2017, we had net cash inflows of $37.2 million from financing activities, which related to borrowings on credit
facilities and the issuance of senior unsecured notes of $437.0 million, offset by principal payments on credit facilities and other obligations of $348.3
million, dividends paid of $29.8 million, debt extinguishment costs of $16.3 million, debt issuance costs of $4.6 million and $1.0 million to repurchase
common stock for payment of statutory taxes due on equity-based compensation. Net borrowings were used primarily to extinguish senior unsecured notes
and for capital expenditures. Debt issuance costs related to the issuance of senior unsecured notes.

Long-term Debt

Senior Unsecured Notes

At March 31, 2018, we had outstanding $400 million of 5.625% senior unsecured notes due 2022, $350 million of 5.625% senior unsecured notes due
2023, $325 million of 6.375% senior unsecured notes due 2025 and $300 million of 7.25% senior unsecured notes due 2026.

SemGroup Revolving Credit Facility

At March 31, 2018, we had no cash borrowings outstanding under our $1.0 billion revolving credit facility. We had $39.4 million in outstanding letters
of credit on that date. The maximum letter of credit capacity under this facility is
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$250 million. The facility can be increased up to $300 million. The credit agreement expires on March 15, 2021.

At March 31, 2018, we had available borrowing capacity of $960.6 million under this facility.

HFOTCO long-term debt

At March 31, 2018, HFOTCO had $60 million of cash borrowings outstanding under its $75 million revolving credit facility, $530.8 million
outstanding under its Term Loan B and $225 million outstanding of tax exempt notes payable due 2050. The revolving credit facility matures on August 19,
2019. HFOTCO’s term loan B is due in quarterly installments of $1.4 million with a final payment due on August 19, 2021.

HFOTCO acquisition final payment

At March 31, 2018, SemGroup had $578.4 million of long-term debt associated with the final payment related to the HFOTCO acquisition. On
April 17, 2018, we made the final payment related to the HFOTCO acquisition in the amount of $579.6 million. The payment was funded through revolving
credit facility borrowings and cash on hand.

Series A Convertible Preferred Stock

On January 19, 2018, we sold to certain institutional investors, in a private placement, an aggregate of 350,000 shares of our Series A Cumulative
Perpetual Convertible Preferred Stock, par value $0.01 per share (the “Preferred Stock”), convertible into 10,606,061 shares (subject to adjustment) of our
Class A common stock, for a cash purchase price of $1,000 per share of Preferred Stock and aggregate gross proceeds to us of $350 million. These proceeds
will be used to repay amounts borrowed under our credit agreement, to fund growth capital expenditures and for general corporate purposes. Holders of the
Preferred Stock (the “Holders”) will receive quarterly distributions equal to an annual rate of 7.0% ($70.00 per share annualized) of $1,000 per share of
Preferred Stock, subject to certain adjustments (the “Liquidation Preference”). With respect to any quarter ending on or prior to June 30, 2020, we may elect,
in lieu of paying a distribution in cash, to have the amount that would have been payable if such dividend had been paid in cash added to the Liquidation
Preference. On or after the eighteen month anniversary of January 19, 2018, the Holders may convert their shares of Preferred Stock into a number of shares
of our Class A common stock equal to, per preferred share, the quotient of the Liquidation Preference divided by $33.00, subject to certain adjustments
including customary anti-dilution adjustments. On or after January 19, 2021, if the Holders have not elected to convert all of their shares of Preferred Stock,
we may cause, under certain circumstances, the outstanding shares of Preferred Stock to be converted into shares of our Class A common stock. Holders are
entitled to vote on all matters on which the holders of shares of our Class A common stock are entitled to vote and will, in general, vote together with the
holders of shares of our Class A common stock as a single class. Each Holder shall be entitled to a number of votes equal to the number of votes such Holder
would have had if all shares of Preferred Stock held by such Holder had been converted into shares of our Class A common stock.

Shelf Registration Statement

We have access to a universal shelf registration statement which provides us the ability to offer and sell an unlimited amount of debt and equity
securities, subject to market conditions and our capital needs. This shelf registration statement expires in March 2019.

We have also established an “at the market” offering program under this shelf registration statement, which provides for the offer and sale, from time to
time, of common shares having an aggregate offering price of up to $300 million. We are able to make sales over a period of time and from time to time in
transactions at prices which are prevailing market prices at the time of sale, prices related to market prices or at negotiated prices. Such sales may be made
pursuant to an Equity Distribution Agreement between us and certain agents who may act as sales agents or purchase for their own accounts as principals. To
date, there have been no such sales.

Capital Requirements

The midstream energy business can be capital intensive, requiring significant investment for the maintenance of existing assets or acquisition or
development of new systems and facilities. We categorize our capital expenditures as either:

• expansion capital expenditures, which are cash expenditures incurred for acquisitions or capital improvements that we expect will increase our
operating income or operating capacity over the long-term; or

• maintenance capital expenditures, which are cash expenditures (including expenditures for the addition or improvement to, or the replacement
of, our capital assets or for the acquisition of existing, or the construction or development of new, capital assets) made to maintain our long-
term operating income or operating capacity.
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Projected capital expenditures for 2018 are estimated at $310 million in expansion projects, including capital contributions to affiliates for funding
growth projects and acquisitions, and $40 million in maintenance projects. These estimates may change as future events unfold. See “Cautionary Note
Regarding Forward-Looking Statements.” During the three months ended March 31, 2018, we spent $131.8 million (cash basis) on capital projects and $0.3
million in capital contributions to equity method investees.

In addition to our budgeted capital program, we anticipate that we will continue to make significant expansion capital expenditures in the future.
Consequently, our ability to develop and maintain sources of funds to meet our capital requirements is critical to our ability to meet our growth objectives. We
expect that our future expansion capital expenditures will be funded by cash from operations, borrowings under our credit facilities, the issuance of debt and
equity securities and proceeds from the divestiture of assets or interests in assets.

SemGroup Dividends

The table below shows dividends declared and/or paid by SemGroup during 2017 and 2018.

Quarter Ended  Record Date  Payment Date  Dividend Per Share

March 31, 2017  March 7, 2017  March 17, 2017  $0.45
June 30, 2017  May 15, 2017  May 26, 2017  $0.45

September 30, 2017  August 18, 2017  August 28, 2017  $0.45
December 31, 2017  November 20, 2017  December 1, 2017  $0.45

       

March 31, 2018  March 9, 2018  March 19, 2018  $0.4725
June 30, 2018  May 16, 2018  May 25, 2018  $0.4725

Preferred Stock Dividends

On May 1, 2018, we declared a paid-in-kind dividend of $4.8 million, which has been prorated for the period from January 19, 2018 to March 31,
2018. The dividend will be paid on May 25, 2018. Paid-in-kind dividends increase the Liquidation Preference.

Credit Risk

We are subject to risks of loss resulting from nonpayment or nonperformance by our customers. We examine the creditworthiness of third-party
customers to whom we extend credit and manage our exposure to credit risk through credit analysis, credit approval, credit limits and monitoring procedures,
and for certain transactions, we may request letters of credit, prepayments or guarantees.

Customer Concentration

Shell Trading (US) Company, a customer of our Crude Supply and Logistics segment, accounted for more than 10% of our consolidated revenue for
the three months ended March 31, 2018, at approximately 36%. The contracts from which our revenues are derived from this customer relate to our crude
marketing operations and are for crude oil purchases and sales at market prices. We are not substantially dependent on such contracts and believe that if we
were to lose any or all of these contracts, they could be readily replaced under substantially similar terms. Although we have contracts with customers of
varying durations, if one or more of our major customers were to default on their contract, or if we were unable to renew our contract with one or more of
these customers on favorable terms, we might not be able to replace any of these customers in a timely fashion, on favorable terms or at all. In any of these
situations, our revenues and our ability to pay cash dividends to our stockholders may be adversely affected. We expect our exposure to risk of non-payment
or non-performance to continue as long as we remain substantially dependent on a relatively small number of customers for a substantial portion of our
revenues.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements as defined by Item 303 of Regulation S-K.

Commitments

For information regarding purchase and sales commitments, see the discussion under the caption “Purchase and sale commitments” in Note 7 of our
condensed consolidated financial statements of this Form 10-Q, which information is incorporated by reference into this Item 2.
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Critical Accounting Policies and Estimates

For disclosure regarding our critical accounting policies and estimates, see the discussion under the caption “Critical Accounting Policies and
Estimates” in Item 7 of our Annual Report on Form 10-K for the year ended December 31, 2017.

Recent Accounting Pronouncements

See Note 1 to our condensed consolidated financial statements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

This discussion on market risks represents an estimate of possible changes in future earnings that would occur assuming hypothetical future
movements in commodity prices, interest rates and currency exchange rates. Our views on market risk are not necessarily indicative of actual results that may
occur, and do not represent the maximum possible gains and losses that may occur since actual gains and losses will differ from those estimated based on
actual fluctuations in commodity prices, interest rates, currency exchange rates and the timing of transactions.

We are exposed to various market risks, including changes in (i) petroleum prices, particularly crude oil, natural gas and natural gas liquids, (ii) interest
rates and (iii) currency exchange rates. We may use from time-to-time various derivative instruments to manage such exposure. Our risk management policies
and procedures are designed to monitor physical and financial commodity positions and the resulting outright commodity price risk as well as basis risk
resulting from differences in commodity grades, purchase and sale locations and purchase and sale timing. We have a risk management function that has
responsibility and authority for our Risk Governance Policies, which govern our enterprise-wide risks, including the market risks discussed in this item.
Subject to our Risk Governance Policies, our finance and treasury function has responsibility and authority for managing exposure to interest rates and
currency exchange rates. To manage the risks discussed above, we engage in price risk management activities.

Commodity Price Risk

The table below outlines the range of NYMEX prompt month daily settle prices for crude oil and natural gas futures, and the range of daily propane
spot prices provided by an independent, third-party broker for the three months ended March 31, 2018 and March 31, 2017, and the year ended December 31,
2017.

  

Light Sweet
Crude Oil
Futures
(Barrel)  

Mont Belvieu
(Non-LDH)

Spot Propane
(Gallon)  

Henry Hub
Natural Gas

Futures
(MMBtu)

Three Months Ended March 31, 2017       
High  $54.45  $0.93  $3.42
Low  $47.34  $0.57  $2.56

High/Low Differential  $7.11  $0.36  $0.86
       

Three Months Ended March 31, 2018       
High  $66.14  $1.02  $3.63
Low  $59.19  $0.73  $2.55

High/Low Differential  $6.95  $0.29  $1.08
       

Year Ended December 31, 2017       
High  $60.42  $1.01  $3.42
Low  $42.53  $0.57  $2.56

High/Low Differential  $17.89  $0.44  $0.86

Revenue from our asset-based activities is dependent on throughput volume, tariff rates, the level of fees generated from our pipeline systems, capacity
leased to third parties, capacity that we use for our own operational or marketing activities and the level of other fees generated at our terminalling and storage
facilities. Profit from our marketing activities is dependent on our ability to sell petroleum products at prices in excess of our aggregate cost. Margins may be
affected during transitional periods between a backwardated market (when the prices for future deliveries are lower than the current prices) and a contango
market (when the prices for future deliveries are higher than the current prices). Our petroleum product marketing activities within each of our segments are
generally not directly affected by the absolute level of petroleum product prices, but are affected by overall levels of supply and demand for petroleum
products and relative fluctuations in market-related indices at various locations.

However, the SemGas segment has exposure to commodity price risk because of the nature of certain contracts for which our fee is based on a
percentage of proceeds or index related to the prices of natural gas, natural gas liquids and condensate. Given current volumes, liquid recoveries and contract
terms, we estimate the following sensitivities over the next twelve months:
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• A 10% increase in the price of natural gas and natural gas liquids results in approximately a $2.9 million increase to gross margin.

• A 10% decrease in those prices would have the opposite effect.

The above sensitivities may be impacted by changes in contract mix, change in production or other factors which are outside of our control.

Additionally, based on our open derivative contracts at March 31, 2018, an increase in the applicable market price or prices for each derivative contract
would result in a decrease in our crude oil sales revenues. Likewise, a decrease in the applicable market price or prices for each derivative contract would
result in an increase in our crude oil sales revenues. However, the increases or decreases in crude oil sales revenues we recognize from our open derivative
contracts are substantially offset by higher or lower crude oil sales revenues when the physical sale of the product occurs. These contracts may be for the
purchase or sale of crude oil or in markets different from the physical markets in which we are attempting to hedge our exposure, or may have timing
differences relative to the physical markets. As a result of these factors, our hedges may not eliminate all price risks.

The notional volumes and fair value of our commodity derivatives open positions as well as the change in fair value that would be expected from a
10% market price increase or decrease is shown in the table below (in thousands):

 
Notional
Volume

(Barrels)  Fair Value  
Effect of

10% Price
Increase  

Effect of
10% Price
Decrease  

Settlement
Date

Crude oil:          
Futures 1,029 (short)  $ (3,594)  $ (6,682)  $ 6,682  May 2018

Margin deposits or other credit support, including letters of credit, are generally required on derivative instruments used to manage our price
exposure. As commodity prices increase or decrease, the fair value of our derivative instruments changes, thereby increasing or decreasing our margin deposit
or other credit support requirements. Although a component of our risk-management strategy is intended to manage the margin and other credit support
requirements on our derivative instruments, volatile spot and forward commodity prices, or an expectation of increased commodity price volatility, could
increase the cash needed to manage our commodity price exposure and thereby increase our liquidity requirements. This may limit amounts available to us
through borrowing, decrease the volume of petroleum products we purchase and sell or limit our commodity price management activities.

Interest Rate Risk

We use variable rate debt and are exposed to market risk due to the floating interest rates on our credit facilities. Therefore, from time-to-time we may
use interest rate derivatives to manage interest obligations on specific debt issuances. Our variable rate debt bears interest at LIBOR or prime, subject to
certain floors, plus the applicable margin. At March 31, 2018, an increase in these base rates of 1%, above the base rate floors, would increase our interest
expense by $2.1 million for the three months ended March 31, 2018. Increases in interest expense due to an increase in interest rates as presented above,
would have been partially offset by a $1.0 million reduction in interest expense from interest rate swaps, discussed below, in each period.

The average interest rates presented below are based upon rates in effect at March 31, 2018 and December 31, 2017. The carrying value of the variable
rate instruments in our credit facilities approximate fair value primarily because our rates fluctuate with prevailing market rates.

The following table summarizes our debt obligations:

Liabilities March 31, 2018  December 31, 2017

Long-term debt - variable rate $815.8 million  $948.1 million
Average interest rate 4.95%  4.32%

Long-term debt - fixed rate $1.4 billion  $1.4 billion
Fixed interest rate 6.16%  6.16%
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Debt obligations above exclude the final payment related to the HFOTCO acquisition, which was made on April 17, 2018.

In conjunction with the HFOTCO acquisition, we acquired HFOTCO’s interest rate swaps. The swaps allow us to limit exposure to interest rate
fluctuations. The swaps only apply to a portion of our outstanding debt and provide only partial mitigation of interest rate fluctuations. We have not
designated the swaps as hedges, as such changes in the fair value of the swaps are recorded through current period earnings as a component of interest
expense. At March 31, 2018, we had interest rate swaps with notional values of $490.4 million. At March 31, 2018, the fair value of our interest rate swaps
was $0.1 million which was reported within “other current assets” in our condensed consolidated balance sheet. For the three months ended March 31, 2018,
we recognized unrealized gains of $1.1 million related to interest rate swaps.

Currency Exchange Risk

The cash flows related to our U.K., Canada and Mexico operations are based on the U.S. dollar equivalent of such amounts measured in British
pounds, Canadian dollars and Mexican pesos. Assets and liabilities of our U.K., Canadian and Mexican subsidiaries are translated to U.S. dollars using the
applicable exchange rate as of the end of a reporting period. Revenue, expenses and cash flows are translated using the average exchange rate during the
reporting period.

A 10% change in the average exchange rate during the three months ended March 31, 2018, would change operating income by $35 thousand.

In the first quarter of 2018 and the fourth quarter of 2017, we entered into foreign currency forwards to purchase Canadian dollars to limit exposure to
foreign currency rate fluctuations for capital contributions to our Canadian operations. In the first quarter of 2018, we entered into a foreign currency forward
to sell British pounds to limit exposure to foreign currency rate fluctuations in relation to the sale of our U.K. operations. We have not designated the forwards
as hedges, as such changes in the fair value of the forwards are recorded through current period earnings as a component of foreign currency translation
gain/loss. At March 31, 2018, we had foreign currency forwards with notional values of $148.7 million. At March 31, 2018, the fair value of our foreign
currency swaps was $1.8 million, which is reported within “other current liabilities” and “other noncurrent liabilities” in our consolidated balance sheet. For
the quarter ended March 31, 2018, we recognized unrealized losses of $4.4 million related to foreign currency forwards. The foreign currency forwards have
maturities through June 2019.

A 1% increase in the USD/CAD and GBP/USD foreign exchange rates would lead to a $1.8 million loss and in the event of a 1% decrease in the
USD/CAD and GBP/USD foreign exchange rates a $4.0 million loss based on the exchange rates at March 31, 2018.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial Officer have concluded that the design and operation of our disclosure controls and procedures (as
such term is defined in Rule 13a-15(e) under the Exchange Act), are effective as of March 31, 2018. This conclusion is based on an evaluation conducted
under the supervision and participation of our Chief Executive Officer and Chief Financial Officer along with our management. Disclosure controls and
procedures are those controls and procedures designed to ensure that information required to be disclosed in reports that we file or submit under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified in SEC rules and forms and that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosure.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during the fiscal quarter ended March 31, 2018, that have
materially affected, or that are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

For information regarding legal proceedings, see the discussion under the captions “Environmental” and “Other matters,” in Note 7 of our unaudited
condensed consolidated financial statements in Part I, Item 1 of this Quarterly Report on Form 10-Q, which information is incorporated by reference into this
Item 1.

Item 1A. Risk Factors

There have been no material changes to the risk factors involving us from those previously disclosed in Item 1A of our Annual Report on Form 10-K
for the year ended December 31, 2017.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table provides information about purchases of our common stock by us during the quarter ended March 31, 2018:

  
Total Number of Shares

Purchased (1)  

Weighted Average
Price Paid per Share

(2)  

Total Number of
Shares Purchased as

Part of Publicly
Announced Plans or

Programs  

Maximum Number (or
Approximate Dollar

Value) of Shares That May
Yet Be Purchased Under
the Plans or Programs

January 1, 2018 - January 31, 2018  —  $ —  —  —
February 1, 2018 - February 28, 2018  —  —  —  —
March 1, 2018 - March 31, 2018  17,131  22.40  —  —

Total  17,131  $ 22.40  —  —

(1)
 

Represents shares of common stock withheld from certain of our employees for payment of taxes associated with the vesting of restricted
stock awards.

(2)
 

The price paid per common share represents the closing price as posted on the New York Stock Exchange on the day that the shares were
purchased.

Item 3. Defaults Upon Senior Securities

None

Item 4. Mine Safety Disclosures

Not applicable

Item 5. Other Information

None

Item 6. Exhibits

The following exhibits are filed or furnished as part of this Quarterly Report on Form 10-Q:

Exhibit
Number Description

2 Membership Interest Purchase Agreement, dated as of January 5, 2018, between SemMaterials, L.P. and SemMexico, L.L.C. and Ergon
Asfaltos Mexico HC, LLC, Ergon Mexico HC, LLC, and Ergon Asphalt & Emulsions, Inc. (filed as Exhibit 2 to our current report on Form
8-K dated March 15, 2018, filed March 20, 2018, and incorporated herein by reference).  

3 Certificate of Designations of Series A Cumulative Perpetual Convertible Preferred Stock of SemGroup Corporation, filed with the
Secretary of State of the State of Delaware on January 19, 2018 (including form of stock certificate for our Series A Cumulative Perpetual
Convertible Preferred Stock attached as Exhibit A thereto) (filed as Exhibit 3.1 to our current report on Form 8-K dated January 16, 2018,
filed January 19, 2018, and incorporated herein by reference). 
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10.1 Second Amendment to Amended and restated Credit Agreement, dated as of February 20, 2018, by and among SemGroup Corporation, as
borrower, the guarantors named therein, the lenders named therein, and Wells Fargo Bank, National Association, as administrative agents
(filed as Exhibit 10.3 to our annual report on Form 10-K for the fiscal year ended December 31, 2017, filed February 26, 2018, and
incorporated herein by reference).

10.2 Securities Purchase Agreement, dated as of January 16, 2018, by and among SemGroup Corporation, WP SemGroup Holdings, L.P., Atlas
Point Energy Infrastructure Fund, LLC and several affiliates of Tortoise Capital Advisors, L.L.C. (filed as Exhibit 10.1 to our current report
on Form 8-K dated January 16, 2018, filed January 19, 2018, and incorporated herein by reference).  

10.3 SemGroup Corporation Equity Incentive Plan Form of 2018 Performance Share Unit Award Agreement for executive officers and
employees in the United States.

10.4 Form of Severance Agreement between SemGroup Corporation and each of its executive officers other than Carlin G. Conner (filed as
Exhibit 10.19 to our annual report on Form 10-K for the fiscal year ended December 31, 2017, filed February 26, 2018, and incorporated
herein by reference.)

31.1 Rule 13a-14(a)/15d-14(a) Certification of Carlin G. Conner, Chief Executive Officer.
31.2 Rule 13a-14(a)/15d-14(a) Certification of Robert N. Fitzgerald, Chief Financial Officer.
32.1 Section 1350 Certification of Carlin G. Conner, Chief Executive Officer.
32.2 Section 1350 Certification of Robert N. Fitzgerald, Chief Financial Officer.

101.INS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB XBRL Taxonomy Extension Label Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.

Page 54

http://www.sec.gov/Archives/edgar/data/1489136/000148913618000004/semg201710kexhibit103.htm
http://www.sec.gov/Archives/edgar/data/1489136/000119312518014768/d527578dex101.htm
http://www.sec.gov/Archives/edgar/data/1489136/000148913618000004/semg201710kexhibit1019.htm


Table of Contents

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Date: May 9, 2018 SEMGROUP CORPORATION
   

 By:  /s/     Robert N. Fitzgerald        
   Robert N. Fitzgerald
   Senior Vice President and
   Chief Financial Officer
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EXHIBIT 10.3

SemGroup Corporation
Equity Incentive Plan

PERFORMANCE SHARE UNIT AWARD AGREEMENT

Pursuant to your Performance Share Unit Award Notice (the “Award Notice”) and this Performance Share Unit Award Agreement
(this “Agreement”), SemGroup Corporation (the “Company”) has granted to you performance share units indicated in your Award
Notice in accordance with the following:

R E C I T A L S:

WHEREAS, the Company has adopted the SemGroup Corporation Equity Incentive Plan (the “Plan”), and,
pursuant to and in accordance with the Plan, has approved performance-based awards granted under the Plan which are reflected in
relevant part in this Agreement, which Plan, as may be amended from time to time, is incorporated herein by reference and made a
part of this Agreement. Capitalized terms not otherwise defined herein shall have the same meanings as ascribed to them in the
Plan; and

WHEREAS, the Committee has determined that it would be in the best interests of the Company and its
stockholders to grant the performance share units (“Performance Share Units” or “PSUs”) provided for herein to the Participant
pursuant to the Plan and the terms set forth herein, each PSU representing the right to receive one Share (“Performance Share”)
upon achievement of the goals and satisfaction of the other terms and conditions set forth herein.

NOW THEREFORE, in consideration of the mutual covenants hereinafter set forth, the parties agree as follows:

1. Target Award Grant. Subject to the terms and conditions of the Plan, this Agreement and the Award Notice,
the Company hereby grants to the Participant PSUs (the “Target Award”). The Target Award will vest and become payable as an
equal number of Performance Shares based on the Company’s achievement of the Target Goal as of the end of the applicable
Performance Period, all as more fully described below. The Participant may earn up to two hundred percent (200%) of the Target
Award if the Company achieves the Maximum Goal established by the Committee for the Target Award. Notwithstanding anything
to the contrary, except as provided in Section 4(b) hereof, all PSUs shall be forfeited (whether vested or unvested) and no
Performance Shares shall be issued under this Agreement, if the Committee does not certify in writing that the Company has
achieved the Performance Goal pursuant to Section 3 hereof. PSUs shall be subject to vesting and become nonforfeitable in
accordance with Section 4 and Section 5 hereof.

2. Payment of Awards; Certificates/Book Entry.

(a) Payment. Except for PSUs that vest upon an involuntary termination without Cause as provided in
Section 4(b)(i) hereof or upon a Change of Control as provided in Section 4(b)(ii), Section 4(c) or Section 4(d) hereof, on or
before __________________, the Company shall deliver one or more certificates representing Performance Shares or
confirmation of the issuance of such Performance Shares through book entry procedures for PSUs that have vested pursuant
to Section 4 and Section 5 hereof to the Participant. The Company shall deliver certificates for Performance Shares or
confirmation of the issuance of such Performance Shares through book entry procedures



representing PSUs that vest due to an involuntary termination without Cause pursuant to Section 4(b)(i) hereof within sixty
(60) days of such involuntary termination without Cause. The Company shall deliver certificates for Performance Shares or
confirmation of the issuance of such Performance Shares through book entry procedures representing PSUs that vest due to
a Change of Control pursuant to Section 4(b)(ii), Section 4(c) or Section 4(d) hereof to the Participant on the sixtieth (60th)
day following the Change of Control.

(b) Certificates/Book Entry. A certificate or certificates representing Performance Shares or
confirmation of the issuance of such Performance Shares through book entry procedures shall be issued by the Company
and registered in the name of the Participant on the stock transfer books of the Company as payment to the Participant of
Performance Shares issuable hereunder. Each certificate or book entry representing Performance Shares issued under this
Agreement shall bear such legends or be subject to such stop transfer orders or other restrictions, if any, that the Company
determines in accordance with Section 8 hereof.

3. Certification of Achievement of Performance Goal. The Committee shall (a) determine whether the
Company has achieved the Performance Goal for the period beginning _______________, and ending _______________ (the
“Three-Year Performance Period”), or the date of a Change of Control (the “COC Performance Period”) (collectively the
“Performance Period”) which determination shall be made on an objective and nondiscretionary basis by the Committee based on
the Company’s audited financial statements and (b) certify in writing that the Performance Goal has been attained within the period
prescribed by the Committee (the “Certification Date”). For purposes of clarification, no certification is required with respect to
an involuntary termination without Cause under Section 4(b)(i) hereof.

4. Vesting of PSUs.

(a) Achievement of Three-Year Performance Goal. Subject to Section 5(b) hereof, if (i) the Participant
remains employed by the Company on the Certification Date and (ii) the Committee determines and certifies in writing in
accordance with Section 3 hereof that the Company has achieved the Three-Year Performance Goal for the Three-Year
Performance Period as described in Section 5 hereof, that number of PSUs determined under Section 5 hereof will vest and
become nonforfeitable as of the final date of the Three-Year Performance Period and be paid in accordance with Section 2
hereof.

(b) Involuntary Termination; Change of Control.

(i) Involuntary Termination without Cause. If the Participant’s Service continues for not less than
twelve (12) consecutive months during the Three-Year Performance Period and the Participant’s
Service is involuntarily terminated by the Company without Cause prior to the end of the Three-Year
Performance Period, then the number of PSUs that vest and become nonforfeitable is the number of
PSUs determined under Section 5 hereof as if the Company had achieved the Target Goal.
(ii) Change of Control. If the Company experiences a Change of Control during the Three-Year
Performance Period while the Participant’s Service is continuing, then the number of PSUs that vest
and become nonforfeitable is the number of PSUs determined under Section 5 hereof with respect to
the Company’s actual achievement of the Performance Goal, determined as of the
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end of the COC Performance Period, and such achievement has been certified in writing by the
Committee in accordance with Section 3 hereof.

(c) Death or Disability. If the Participant dies or becomes Disabled prior to the end of the Three-Year
Performance Period and the Committee determines and certifies in accordance with Section 3 hereof that the Company has
met the Performance Goal as described under Section 5 hereof, a pro rata number of PSUs will vest and be paid to the
Participant or, in the case of death, to the Participant’s beneficiary, at the time and in the manner set forth in Section 2 and
Section 3 hereof, such pro rata number to be determined by multiplying the total number of PSUs that vest in accordance
with Section 4(a) and Section 5 hereof times a fraction the numerator of which is equal to the number of the full and partial
days of consecutive Service by the Participant during the Three-Year Performance Period prior to such death or Disability
and the denominator of which is 1,095. Notwithstanding the foregoing, if following the Participant’s death or Disability, a
Change of Control occurs during the Three-Year Performance Period, the number of PSUs that will vest and be paid to the
Participant, or in the case of death, to the Participant’s beneficiary, shall equal the number of PSUs that vest and become
nonforfeitable under Section 4(b) hereof.

(d) Retirement. If (i) the Participant’s Service continues for not less than twelve (12) consecutive
months during the Three-Year Performance Period, (ii) the Participant’s Service terminates prior to the end of the
Performance Period due to the Participant’s Retirement (as defined below) and (iii) and the Committee determines and
certifies in accordance with Section 3 hereof that the Company has met the Performance Goal for the Three-Year
Performance Period as described under Section 5 hereof, a pro rata number of PSUs will vest and be paid to the Participant
in the manner set forth in Section 2 and Section 3 hereof, such pro rata number to be determined by multiplying the total
number of PSUs that vest in accordance with Section 4(a) and Section 5 hereof times a fraction the numerator of which is
equal to the number of full and partial days of consecutive Service by the Participant during the Three-Year Performance
Period prior to such Retirement and the denominator of which is 1,095. Notwithstanding the foregoing, if (x) prior to the
Participant’s Retirement, the Participant had not less than twelve (12) consecutive months of Service and (y) following the
Participant’s Retirement, a Change of Control occurs during the Three-Year Performance Period, then the number of PSUs
that will vest and become nonforfeitable shall equal the number of PSUs that vest and become nonforfeitable under Section
4(b) hereof.

(e) Termination of Service. If the Participant’s Service is terminated prior to the end of the Three-Year
Performance Period for any reason, other than as described in Section 4(b), Section 4(c) or Section 4(d) hereof, all PSUs
granted hereunder shall be forfeited by the Participant without any consideration.

(f) Forfeiture and Cancellation of PSUs. Any PSUs that remain unvested after the earlier of (i) the
Certification Date or (ii) a Change of Control, shall be forfeited and cancelled.

5. Performance Metrics and Goal.

(a) Target Award. Vesting and payment of the Target Award shall be subject to achievement by the
Company as of the last trading day prior to the end of the applicable Performance Period of the Performance Goal with
respect to CAFD, as defined and calculated in accordance with Section 11 hereof, according to the following table:
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Performance Goal Adjusted CAFD Growth Achievement Level Percentage of Target
Award Vesting

Threshold Goal ______% 50%
Target Goal ______% 100%

Maximum Goal ______% 200%

The number of PSUs that will vest if the Committee determines and certifies the Company’s achievement of
an Adjusted CAFD Growth performance level between Adjusted CAFD Growth Performance Goals will be determined by
linear interpolation.

(b) Discretion. The Committee retains the discretion to reduce the amount of an Award paid to the
Participant based on such factors as it determines; provided, that no Award shall be increased above the amount that vests
and becomes nonforfeitable based on the Company’s performance as set forth in this Section 5.
 

6. No Right to Continued Service. The granting of the PSUs evidenced hereby and this Agreement shall
impose no obligation on the Company or any Affiliate to continue the Service of the Participant and shall not lessen or affect any
right that the Company or any Affiliate may have to terminate the Service of the Participant.

7. No Rights as a Stockholder. The Participant shall have none of the rights of a Stockholder of the Company
prior to the time the PSUs vest and are paid as Performance Shares.

8. Securities Laws; Certificates; Legends. The issuance and delivery of PSUs and Performance Shares shall
comply with all applicable requirements of law, including without limitation the Securities Act of 1933, as amended, the rules and
regulations promulgated thereunder, state securities laws and regulations, and the regulations of any stock exchange or other
securities market on which the Company’s securities may then be traded. If the Company deems it necessary to ensure that the
issuance of PSUs and Performance Shares under the Plan is not required to be registered under any applicable securities laws, each
Participant to whom such PSUs would be issued shall deliver to the Company an agreement or certificate containing such
representations, warranties and covenants as the Company may request which satisfies such requirements. Unless otherwise
determined by the Committee or required by any applicable law, rule or regulation, the Company shall not deliver to the Participant
certificates representing Performance Shares, and instead such Performance Shares shall be recorded in the books of the Company
(or, as applicable, its transfer agent or Plan administrator). Any certificates representing Performance Shares and all Performance
Shares issued pursuant to book entry procedures hereunder shall be subject to such stop transfer orders and other restrictions as the
Committee may deem reasonably advisable, and the Committee may cause a legend or legends to be put on any such certificates or
associated with any such book entry to make appropriate reference to such restrictions.

9. Transferability.

(a) Before Vesting. Prior to becoming fully vested and issuable as Performance Shares, the PSUs may
not be assigned, alienated, pledged, attached, sold or otherwise transferred or encumbered by the Participant other than by
will or by the laws of descent and distribution, and any such purported assignment, alienation, pledge, attachment, sale,
transfer or encumbrance shall be void and unenforceable against the Company and all Affiliates; provided, that the
designation of a beneficiary for receipt of any PSUs shall not constitute an assignment, alienation, pledge, attachment,
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sale, transfer or encumbrance. No such permitted transfer of the PSUs to heirs or legatees of the Participant shall be
effective to bind the Company unless the Committee shall have been furnished with written notice thereof and a copy of
such evidence as the Committee may deem necessary to establish the validity of the transfer and the acceptance by the
transferee or transferees of the terms and conditions hereof.

(b) Before and After Vesting. In addition to other restrictions imposed hereunder or otherwise by the
Committee or by law, transferability of Performance Shares shall be subject to the SemGroup Corporation Executive Equity
Ownership Policy.

10. Adjustment of PSUs or Performance Goal. Adjustments to the PSUs shall be made in accordance with
Article 12 of the Plan. The Committee reserves the right to make adjustments to the Performance Goal as the Committee
determines in good faith is appropriate to take into account the effect of: (i) any material transactions or extraordinary events during
a Performance Period, (ii) any events during the relevant period outside of the ordinary course, (iii) any inclusion or exclusion of
additional equity issuances or repurchases, as the case may be, which the Committee determines, at or following the time the
issuance or repurchase is approved, are necessary or desirable to properly measure the Adjusted CAFD Growth, including, but not
limited to, issuances of equity with respect to merger and acquisition activities of the Company, and (iv) any change in accounting
standards used to calculate the Performance Goal. Any such adjustments shall be final, conclusive and binding on the Participant.

11. Definitions. The following terms shall have the meanings set forth below:

“Adjusted CAFD” means Adjusted EBIDTA less cash interest expense, maintenance capital expenditures, cash
income taxes, required debt payments, and preferred stock dividends paid at the end of the applicable Performance Period; divided
by the number of outstanding Shares at the end of the applicable Performance Period.

“Adjusted CAFD Growth” means the increase in the Adjusted CAFD of the Company during the Performance
Period.

“Adjusted EBITDA” means consolidated earnings before interest, taxes, depreciation and amortization, adjusted
for selected items that the Company believes impact the comparability of financial results between reporting periods.

“Agreement” has the meaning set forth in the preamble hereof.

“Award Notice” has the meaning set forth in the preamble hereof.

“CAFD” means Cash Available for Dividends.

“Cause” shall mean, with respect to the Participant, one or more of the following: (a) the plea of guilty or nolo
contendere to, or conviction of, the commission of a felony offense, (b) any act of willful fraud, dishonesty or moral turpitude that
causes a material harm to the Company or any Subsidiary or Affiliate, (c) gross negligence or gross misconduct with respect to the
Company or any Subsidiary or Affiliate, (d) willful and deliberate failure to perform his or her employment duties in any material
respect, or (e) breach of a material written employment policy of the Company or any Subsidiary or Affiliate; provided, however,
that in the case of a Participant who has an employment agreement with the Company or any
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Subsidiary or Affiliate in which “Cause” is defined, “Cause” shall be determined in accordance with such definition.

“Certification Date” has the meaning set forth in Section 3 hereof.

“COC Performance Period” has the meaning set forth in Section 3 hereof.

“Company” has the meaning set forth in the preamble hereof.

“Disabled or Disability” has the meaning set forth in the Company’s long-term disability plan.

Maximum Goal” means the Adjusted CAFD Growth performance level that the Company must achieve in order for
two hundred percent (200%) of the Target Award to vest and become nonforfeitable.

“Performance Goal” means the Threshold Goal, the Target Goal and the Maximum Goal described under Section 5
hereof.

“Performance Period” has the meaning set forth in Section 3 hereof.

“Performance Share” has the meaning set forth in the second Recital hereof.

“Performance Share Units” or “PSUs” have the meaning set forth in the second Recital hereof.

“Plan” has the meaning set forth in the first Recital hereof.

“Retirement” shall mean a termination of the Participant’s Service when (i) the Participant is age sixty-five (65) or
older or (ii) the Participant is age fifty-nine and half (59 ½) or older but not yet age sixty-five (65) and has not less than five (5) full
years of Service.

“Section 409A” has meaning set forth in Section 23 hereof.

“Target Award” has the meaning set forth in Section 1 hereof.

“Target Goal” means the Adjusted CAFD Growth performance level that the Company must achieve in order for
one hundred percent (100%) of the Target Award to vest and become nonforfeitable.

“Three-Year Performance Period” has the meaning set forth in Section 3 hereof.

“Threshold Goal” means the minimum Adjusted CAFD Growth performance level that the Company must achieve
in order for fifty percent (50%) of the Target Award to vest and become nonforfeitable.

12. Withholding.

(a) Participant’s Payment Obligation. The Participant agrees that (i) he or she will pay to the Company
or any applicable Subsidiary, as the case may be, or make arrangements satisfactory to the Company or such Subsidiary for
the payment of any foreign, federal, state, or local taxes of any kind required by law to be withheld by the Company or such
Subsidiary with respect to
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the PSUs and the Performance Shares, and (ii) the Company, or such Subsidiary, shall, to the extent permitted by law, have
the right to deduct from any payments of any kind otherwise due to the Participant any foreign, federal, state, or local taxes
of any kind required by law to be withheld with respect to the PSUs and the Performance Shares.

(b) Withholding Performance Shares. With respect to withholding required upon the lapse of
restrictions or upon any other taxable event arising as a result of the PSUs awarded and the Performance Shares issued, the
Participant may elect, subject to the approval of the Committee, to satisfy the withholding requirement, in whole or in part,
by having the Company or any applicable Subsidiary withhold Performance Shares having a Fair Market Value on the date
the tax is to be determined equal to the minimum statutory total tax which could be withheld on the transaction (or such
other amount that will not cause adverse accounting consequences for the Company and is permitted under the Plan and
applicable withholding rules promulgated by the Internal Revenue Service or other applicable governmental entity).  All
such elections shall be irrevocable, made in writing, signed by the Participant, and shall be subject to any restrictions or
limitations that the Committee, in its sole discretion, deems appropriate.

13. Notices. Any notification required by the terms of this Agreement shall be given in writing and shall be
deemed effective upon personal delivery or within three (3) days of deposit with the United States Postal Service (or in the case of
a non-U.S. Participant, the foreign postal service of the country in which the Participant resides), by registered or certified mail,
with postage and fees prepaid. A notice shall be addressed to the Company, Attention: General Counsel, at its principal executive
office and to the Participant at the address that he or she most recently provided to the Company.

14. Entire Agreement. This Agreement, the Award Notice and the Plan constitute the entire contract between
the parties hereto with regard to the subject matter hereof. They supersede any other agreements, representations or understandings
(whether oral or written and whether express or implied) which relate to the subject matter hereof.

15. Waiver. No waiver of any breach or condition of this Agreement shall be deemed to be a waiver of any
other or subsequent breach or condition whether of like or different nature.

16. Participant Undertaking. The Participant agrees to take whatever additional action and execute whatever
additional documents the Company may deem necessary or advisable to carry out or effect one or more of the obligations or
restrictions imposed on either the Participant or the PSUs pursuant to this Agreement.

17. Successors and Assigns. The provisions of this Agreement shall inure to the benefit of, and be binding
upon, the Company and its successors and assigns and upon the Participant, the Participant’s assigns and the legal representatives,
heirs and legatees of the Participant’s estate, whether or not any such person shall have become a party to this Agreement and
agreed in writing to be joined herein and be bound by the terms hereof.

18. Choice of Law; Jurisdiction; Waiver of Jury Trial. This Agreement shall be governed by the laws of the
State of Delaware, excluding any conflicts or choice of law rule or principle that might otherwise refer construction or
interpretation of the Plan to the substantive law of another jurisdiction.

SUBJECT TO THE TERMS OF THIS AGREEMENT, THE PARTIES AGREE THAT ANY AND ALL ACTIONS
ARISING UNDER OR IN RESPECT OF THIS AGREEMENT SHALL BE
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LITIGATED IN THE FEDERAL OR STATE COURTS IN DELAWARE. BY EXECUTING AND DELIVERING THIS
AGREEMENT, EACH PARTY IRREVOCABLY SUBMITS TO THE PERSONAL JURISDICTION OF SUCH COURTS FOR
ITSELF, HIMSELF OR HERSELF AND IN RESPECT OF ITS, HIS OR HER PROPERTY WITH RESPECT TO SUCH
ACTION. EACH PARTY AGREES THAT VENUE WOULD BE PROPER IN ANY OF SUCH COURTS, AND HEREBY
WAIVES ANY OBJECTION THAT ANY SUCH COURT IS AN IMPROPER OR INCONVENIENT FORUM FOR THE
RESOLUTION OF ANY SUCH ACTION.

EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THIS AGREEMENT.

19. Performance Shares Subject to the Plan. By entering into this Agreement, the Participant agrees and
acknowledges that the Participant has received and read a copy of the Plan. The Performance Shares are subject to the Plan. In the
event of a conflict between any term or provision contained herein and a term or provision of the Plan, the applicable terms and
provisions of the Plan will govern and prevail. The Participant has had the opportunity to retain counsel, and has read carefully, and
understands, the provisions of the Plan, the Award Notice and this Agreement.

20. Amendment. The Committee may amend or alter this Agreement or the PSUs granted hereunder at any
time; provided, that, subject to Article 10, Article 11 and Article 12 of the Plan, no such amendment or alteration shall be made
without the consent of the Participant if such action would materially diminish any of the rights of the Participant under this
Agreement or with respect to such PSUs and Performance Shares.

21. Severability. The provisions of this Agreement are severable, and if any one or more provisions are
determined to be illegal or otherwise unenforceable, in whole or in part, the remaining provisions shall nevertheless be binding and
enforceable.

22. Signature in Counterparts. This Agreement may be signed in counterparts, each of which shall be an
original, with the same effect as if the signatures thereto and hereto were upon the same instrument.

23. No Guarantees Regarding Tax Treatment. Participants (or their beneficiaries) shall be responsible for all
taxes with respect to the PSUs and Performance Shares. The Committee and the Company make no guarantees regarding the tax
treatment of such PSUs or Performance Shares. Neither the Committee nor the Company has any obligation to take any action to
prevent the assessment of any tax under Section 409A of the Code, including all regulations, guidance, compliance programs, and
other interpretative authority under such Section of the Code (“Section 409A”), under Section 457A of the Code, including all
regulations, guidance, compliance programs and other interpretive authority under such Section of the Code, or otherwise, and none
of the Company, any Subsidiary or Affiliate, or any of their employees or representatives shall have any liability to the Participant
with respect thereto.

24. Compliance with Section 409A. The Company intends that the PSUs be structured in compliance with, or
to satisfy an exception from, Section 409A, such that there are no adverse tax consequences, interest, or penalties under Section
409A as a result of the PSUs. In the event the PSUs are subject to Section 409A, the Committee may, in its sole discretion, take the
actions described in Section 11.1 of the Plan. Notwithstanding any contrary provision in the Plan or this Agreement, any
payment(s) of nonqualified deferred compensation (within the meaning of Section 409A) that are otherwise required to be
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made under this Agreement to a “specified employee” (as defined under Section 409A) as a result of his or her separation from
Service (other than a payment that is not subject to Section 409A) shall be delayed for the first six (6) months following such
separation from Service (or, if earlier, the date of death of the specified employee) and shall instead be paid on the date that
immediately follows the end of such six (6) month period or as soon as administratively practicable thereafter. A termination of
Service shall not be deemed to have occurred for purposes of any provision of this Agreement providing for the payment of any
amounts or benefits that are considered nonqualified deferred compensation under Section 409A upon or following a termination of
Service, unless such termination is also a “separation from service” within the meaning of Section 409A and the payment thereof
prior to a “separation from service” would violate Section 409A. For purposes of any such provision of this Agreement relating to
any such payments or benefits, references to a “termination,” “termination of Service” or like terms shall mean “separation from
service.”

25. Forfeiture and Clawback. Notwithstanding any other provision of the Plan or this Agreement to the
contrary, by signing this Agreement, the Participant acknowledges that any incentive-based compensation paid to the Participant
hereunder may be subject to recovery by the Company under any clawback policy that the Company may adopt from time to time,
including without limitation any policy that the Company may be required to adopt under Section 954 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act and the rules and regulations of the U.S. Securities and Exchange Commission
thereunder or the requirements of any national securities exchange on which the Shares may be listed. The Participant further
agrees to promptly return any such incentive-based compensation which the Company determines it is required to recover from the
Participant under any such clawback policy.

[SIGNATURE REQUIRED ONLINE THROUGH COMPANY PROVIDED THIRD-PARTY VENDOR SERVICE]
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Carlin G. Conner, certify that:

1. I have reviewed this quarterly report on Form 10-Q of SemGroup Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 9, 2018
 

/s/ Carlin G. Conner

Carlin G. Conner
President and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Robert N. Fitzgerald, certify that:

1. I have reviewed this quarterly report on Form 10-Q of SemGroup Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 9, 2018
 

/s/ Robert N. Fitzgerald

Robert N. Fitzgerald
Senior Vice President and Chief Financial Officer



EXHIBIT 32.1

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

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of SemGroup Corporation (the “Company”) on Form 10-Q for the quarter ended March 31, 2018, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Carlin G. Conner, President and Chief Executive Officer of the Company, hereby certify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1.  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 9, 2018
 

/s/ Carlin G. Conner

Carlin G. Conner
President and Chief Executive Officer



EXHIBIT 32.2

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

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of SemGroup Corporation (the “Company”) on Form 10-Q for the quarter ended March 31, 2018, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Robert N. Fitzgerald, Senior Vice President and Chief Financial Officer of the Company, hereby certify pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1.  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 9, 2018
 

/s/ Robert N. Fitzgerald

Robert N. Fitzgerald
Senior Vice President and
Chief Financial Officer


