
 UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10‑K
(Mark One)

R ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2011

or

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from______________to __________

Commission File Number 1‑35143

TESORO LOGISTICS LP
(Exact name of registrant as specified in its charter)

Delaware  27‑4151603
(State or other jurisdiction of  (I.R.S. Employer
incorporation or organization)  Identification No.)

   19100 Ridgewood Pkwy, San Antonio, Texas 78259-1828
(Address of principal executive offices) (Zip Code)

 210‑626-6000
(Registrant's telephone number, including area code)

   Securities registered pursuant to 12(b) of the Act:
Title of Each Class  Name of Each Exchange on Which Registered

Common Units Representing Limited Partnership Interests New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes ̈  No  R

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes ̈  No  R

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.   Yes  R   No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required
to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).  Yes R  No ¨  

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained herein, and
will not be contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. ¨

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

Large accelerated filer  £ Accelerated filer £
Non-accelerated filer  R  (Do not check if a smaller reporting company) Smaller reporting company £

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ̈   No  R

At June 30, 2011, the aggregate market value of common limited partner units held by non-affiliates of the registrant was approximately $ 363 million based
upon the closing price of its common units on the New York Stock Exchange Composite tape. The registrant had 15,254,890 common units, 15,254,890
subordinated units and 622,649 general partner units outstanding at February 24, 2012.

DOCUMENTS INCORPORATED BY REFERENCE: None

 



Table of Contents

TESORO LOGISTICS LP
ANNUAL REPORT ON FORM 10-K

TABLE OF CONTENTS

PART I. Page
Items 1. and 2. Business and Properties 3
 General 3
 Overview 3
 Properties 8
 Major Customer 12
 Competition 13
 Pipeline and Terminal Safety 13
 Rate and Other Regulations 14
 Environmental Regulations 15
 Employees 17
 Working Capital 18
 Seasonality 18
Item 1A. Risk Factors 18
Item 1B. Unresolved Staff Comments 36
Item 3. Legal Proceedings 36
Item 4. Mine Safety Disclosures 36
   

PART II.  
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 37
Item 6. Selected Financial Data 41
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 42
 Important Information Regarding Forward-Looking Statements 42
 Overview and Business Strategy 43
 Results of Operations 47
 Capital Resources and Liquidity 5 5
 Accounting Standards 61
Item 7A. Quantitative and Qualitative Disclosures about Market Risk 62
Item 8. Financial Statements and Supplementary Data 63
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 85
Item 9A. Controls and Procedures 85
Item 9B. Other Information 85
   

PART III.  
Item 10. Directors, Executive Officers and Corporate Governance 87
Item 11. Executive Compensation 94
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 114
Item 13. Certain Relationships and Related Transactions, and Director Independence 117
Item 14. Principal Accounting Fees and Services 120
   

PART IV.  
Item 15. Exhibits and Financial Statement Schedules 121
Signatures  124

This Annual Report on Form 10-K (including documents incorporated by  reference herein) contains statements with respect to our expectations
or beliefs as to future events. These types of statements are "forward-looking" and subject to  uncertainties. See "Important Information
Regarding Forward-Looking Statements" on  page 42.

As used in this Annual Report on Form 10-K, the terms "Tesoro Logistics LP," "we," "us" or "our" may refer to Tesoro Logistics LP, one or more of its
consolidated subsidiaries or all of them taken as a whole.
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PART I

ITEMS 1. AND 2. BUSINESS AND PROPERTIES

Statements in this Annual Report on Form 10-K, that are not historical in  nature should be deemed forward-looking statements that are
inherently uncertain. See "Important Information Regarding Forward-Looking Statements" in  Management's Discussion and Analysis of
Financial Condition and Results of Operations  in Item 7 for a discussion of forward-looking statements and of factors that  could cause actual
outcomes and results to differ materially from those  projected.

GENERAL

Tesoro Logistics LP ("TLLP" or the "Partnership") is a Delaware limited partnership formed in December 2010 by Tesoro Corporation ("Tesoro" or our
"Sponsor") and its wholly owned subsidiary, Tesoro Logistics GP, LLC, our general partner. Unless the context otherwise requires, references to "Tesoro"
refer collectively to our Sponsor and its subsidiaries, other than TLLP, its subsidiaries and its general partner. On April 26, 2011, we completed our initial
public offering (the "Offering") of 14,950,000 common units (including 1,950,000 common units issued pursuant to the exercise of the underwriters' over-
allotment option on April 20, 2011), representing limited partner interests.

After completion of the Offering, the Partnership includes the assets, liabilities and results of operations of certain crude oil gathering and refined products
terminalling, transportation and storage assets, previously operated and owned by Tesoro Alaska Company, Tesoro Refining and Marketing Company
("TRMC") and Tesoro High Plains Pipeline Company LLC.  Prior to completion of the Offering, the assets, liabilities and results of operations of the
aforementioned assets related to Tesoro Logistics LP Predecessor (our "Predecessor"). See Notes L and O to our consolidated financial statements in Item 8 for
additional information on our properties and operating segments.

Website Access to Reports and Other Information

Our principal executive offices are located at 19100 Ridgewood Parkway, San Antonio, Texas 78259-1828, and our telephone number is (210) 626-6000.
Our common units trade on the New York Stock Exchange under the symbol "TLLP." We file reports with the Securities and Exchange Commission
("SEC"), including annual reports on Form 10-K, quarterly reports on Form 10-Q and other reports from time to time. The public may read and copy any
materials that we file with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Washington, DC 20549. The public may obtain information on
the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Our SEC filings are also available to the public on the SEC's Internet site at
http://www.sec.gov and our website at http://www.tesorologistics.com as soon as reasonably practicable after we electronically file such material with, or
furnish it to, the SEC. You may receive a copy of our Annual Report on Form 10-K, including the financial statements,  free of charge by writing to
Tesoro Logistics LP, Attention: Investor Relations, 19100 Ridgewood Parkway, San Antonio, Texas 78259-1828. We also post our corporate governance
guidelines, code of business conduct and our Board of Directors' Audit Committee charter on our website.

OVERVIEW

We are a fee-based, growth-oriented Delaware limited partnership formed by Tesoro to own, operate, develop and acquire crude oil and refined products
logistics assets. Our logistics assets are integral to the success of Tesoro's refining and marketing operations and are used to gather, transport and store crude
oil and to distribute, transport and store refined products. Our assets consist of a crude oil gathering system in the Bakken Shale/Williston Basin area of
North Dakota and Montana, eight refined products terminals in the midwestern and western United States, a crude oil and refined products storage facility
and five related short-haul pipelines.

The Partnership generates revenue by charging fees for gathering, transporting and storing crude oil and for terminalling, transporting and storing refined
products. Since we do not own any of the crude oil or refined products that we handle nor engage in the trading of crude oil or refined products, we have
minimal direct exposure to risks associated with commodity price fluctuations. However, these risks indirectly influence our activities and results of
operations over the long term through their effects on our customers' operations. Currently, substantially all of our revenue is derived from Tesoro under
various long-term, fee-based commercial agreements that generally include minimum volume commitments.

The Partnership is not a taxable entity for federal and state income tax purposes. Instead, each partner of the Partnership is required to take into account its
share of items of income, gain, loss and deduction of the partnership in computing its federal and state income tax liabilities, regardless of whether cash
distributions are made to the partner by the partnership. The taxable income reportable to each partner takes into account differences between the tax bases and
financial reporting bases of assets and liabilities, the acquisition price of their units and the taxable income allocation requirements under the partnership
agreement.
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Organizational Structure

The following simplified diagram depicts our organizational structure as of December 31, 2011:
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Assets and Operations

Our assets and operations are organized into the following two segments:

Crude Oil Gathering.  Our crude oil gathering system in North Dakota and Montana, which we refer to as our High Plains system, includes an approximate
27,000 barrels per day ("bpd") truck-based crude oil gathering operation and approximately 700 miles of common carrier pipeline (the "High Plains Pipeline")
and related storage assets. The High Plains system has the capacity to deliver up to 85,000 bpd to Tesoro's North Dakota refinery, which is presently limited
to processing 60,000 bpd of shipments, and 9,000 bpd to a third-party pipeline at Richey, Montana. This system gathers and transports crude oil produced in
the Williston Basin including production from the Bakken Shale formation. We refer to this area, a significant portion of which is serviced by our High
Plains system, as the Bakken Shale/Williston Basin area.

Revenues from our pipeline operations accounted for 33%,  84% and 86% of our total revenues for the years ended December 31, 2011,  2010 and 2009,
respectively. Additionally, revenues from our trucking services accounted for 22% of our total revenues for the year ended December 31, 2011. Prior to the
closing of the Offering, our Predecessor did not record revenues for trucking services.

Terminalling, Transportation and Storage.  We own and operate eight refined products terminals with aggregate truck and barge delivery capacity of
approximately 239,300 bpd. The terminals provide distribution primarily for refined products produced at Tesoro's refineries located in Los Angeles and
Martinez, California (the Los Angeles and Martinez refineries, respectively); Salt Lake City, Utah (the Utah refinery); Kenai, Alaska (the Alaska refinery);
Anacortes, Washington (the Washington refinery); and Mandan, North Dakota (the North Dakota refinery). We also own and operate assets that exclusively
support Tesoro's Utah refinery, including a refined products and crude oil storage facility with total shell capacity of approximately 878,000 barrels and three
short-haul crude oil supply pipelines and two short-haul refined product delivery pipelines connected to third-party interstate pipelines.

Revenues related to terminalling services accounted for 35%,  16% and 14% of our total revenues for the years ended December 31, 2011,  2010 and 2009,
respectively. Prior to the closing of the Offering, our Predecessor did not record revenues for storage and short-haul pipeline transportation services.
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The following provides an overview of our assets and operations in relation to the assets of Tesoro.

Commercial Agreements with Tesoro

The commercial agreements described below became effective on April 26, 2011, concurrently with the closing of the Offering, unless otherwise noted. The
fees under each of these commercial agreements are indexed for inflation and apply only to services TLLP provides to Tesoro. We believe the terms and
conditions under these agreements, as well as our other initial agreements with Tesoro described below, are generally no less favorable to either party than those
that could have been negotiated with unaffiliated parties with respect to similar services.

Each of the original commercial agreements, other than the trucking transportation services agreement, gives Tesoro the option to renew for two five-year terms.
The amended trucking transportation services agreement will renew automatically for one five-year term unless earlier terminated by TLLP or Tesoro. These
agreements include provisions that permit Tesoro to suspend, reduce or terminate its obligations under the applicable agreement if certain events occur;
provided, however, that Tesoro will still be responsible for one year of continuing minimum payments. These events include Tesoro deciding to permanently
or indefinitely suspend refining operations at one or more of its refineries that will impact the use of these assets under these agreements, as well as certain
extraordinary events beyond the control of us, or Tesoro, that would prevent us from performing required services under the applicable agreement.

Crude Oil Gathering

High Plains Pipeline Gathering and Transportation.   The Partnership entered into a 10-year pipeline transportation services agreement with Tesoro, which
we refer to as our High Plains Pipeline transportation services agreement. Under this agreement, we charge Tesoro for transporting crude oil from North Dakota
origin points on our High Plains system pursuant to both committed and uncommitted North Dakota Public Service Commission ("NDPSC") tariff rates, and
Tesoro is obligated to transport an average of at least 49,000 bpd of crude oil each month at the committed rate from North Dakota origin points to Tesoro's
North Dakota refinery.
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Further, we expect to receive additional revenues from Tesoro for North Dakota intrastate shipments in excess of 49,000 bpd each month, which are paid at the
uncommitted NDPSC tariff rate of $0.11 per barrel lower than the committed NDPSC tariff rate for each North Dakota origin point. The committed and
uncommitted tariff rates were adjusted on July 1, 2011 for an annual escalation of approximately 7%, which included an adjustment for the change in the
producer price index for finished goods plus 2.65% as prescribed by the indexing methodology. We also expect to receive revenues from Tesoro for interstate
shipment of crude oil volumes from Montana and other interstate pipeline origin points, for which the Federal Energy Regulatory Commission ("FERC")
interstate tariff rates apply.

High Plains Truck Gathering.  The Partnership entered into a trucking transportation services agreement with Tesoro under which we provide truck-based
crude oil gathering services to Tesoro. Under the agreement, Tesoro is obligated to pay us a per barrel transportation fee for trucking related services and
scheduling and dispatching services related to the gathering and delivery of a minimum volume of crude oil equal to an average of 22,000 bpd each month that
we provide through our truck-based crude oil gathering operation. The transportation fee was adjusted July 1, 2011 to $2.76 per barrel for an annual inflation
escalation of $0.04, an increase of nearly 2%, which includes adjustment factors for diesel fuel price and average mileage.

Under the agreement, Tesoro pays the Partnership uncommitted tank usage fees of $0.15 on each barrel that is delivered by truck to our proprietary tanks
located adjacent to injection points along our High Plains system. The Partnership may also provide additional trucking transportation services to other
destination points outlined under the supplemental trucking services agreement with Tesoro, effective July 1, 2011, for fees ranging from $2.76 to $3.80 per
barrel without minimum volume commitment.

The agreement was amended, effective January 1, 2012, to extend the term to five years and provide for a mileage-based trucking rate composed of a dispatch
fee component and a mileage rate component with the total trucking fee per barrel on individual loads initially ranging from $2.04 per barrel to $6.66 per
barrel depending on length of haul. The amended agreement will continue to coordinate the collection, transportation and delivery of crude oil acquired by
Tesoro in Montana and North Dakota and intended for delivery by truck into the High Plains system, but extends the scope to include any other destinations
(including third-party destinations) in Montana and North Dakota.

Tesoro will continue to pay the Partnership uncommitted tank usage fees of approximately $0.15 on each barrel that is delivered by truck to our proprietary
tanks located adjacent to injection points along our High Plains system. Under the amended agreement, upon completion of the Partnership's new gathering
hub and the initial gathering pipeline at the Connolly location on our High Plains system, the minimum volume commitment will decrease to an average of
20,500 bpd each month and then subsequently increase to 25,500 bpd each month beginning in April 2012, and further increase to 30,500 bpd each month
beginning in April 2013.

Terminalling, Transportation and Storage

Terminalling Services.  The Partnership entered into a 10-year master terminalling services agreement with Tesoro under which they are obligated to
throughput minimum volumes of refined products equal to an aggregate average of 100,000 bpd each month among our eight refined products terminals and
pay us throughput fees for each barrel distributed through our terminals in addition to separate fees, ranging from $0.07 to $1.05 per barrel, for providing
related ancillary services such as ethanol blending and additive injection. The fees under the master terminalling services agreement were adjusted on July 1,
2011 for an annual inflation escalation of nearly 2%. The agreement was amended, effective December 1, 2011, to include additional ancillary services to be
provided at certain of our terminals.

In addition, we expect to generate additional, uncommitted fee-based revenues from terminalling third-party volumes and volumes from Tesoro in excess of its
minimum commitments and from related ancillary services under the master terminalling services agreement.

Salt Lake City ("SLC") Pipeline Transportation Services.   The Partnership entered into a 10-year pipeline transportation services agreement with Tesoro
under which Tesoro pays us a $0.25 per barrel transportation fee for transporting minimum volumes of crude oil and refined products equal to an average of
54,000 bpd each month on our five SLC short-haul pipelines.

SLC Storage and Transportation Services.   The Partnership entered into a 10-year storage and transportation services agreement with Tesoro under which
Tesoro pays us a per barrel fee on shell capacity each month for storing crude oil and refined products at our SLC storage facility and transporting crude oil
and refined products between the storage facility and Tesoro's Utah refinery through our interconnecting pipelines. Tesoro's fees under the SLC storage and
transportation services agreement are for the exclusive use of the existing shell capacity of our storage facility (currently 878,000 barrels) and the existing
capacity on our interconnecting pipelines, regardless of whether Tesoro fully utilizes all of its contracted capacity. Effective July 1, 2011, the per shell-barrel
fee was adjusted $0.01 for annual inflation escalation up to $0.51 per shell-barrel per month.
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Other Agreements with Tesoro  

In addition to the commercial agreements described above, we also entered into or are contemplating entering into the following agreements with Tesoro:

Omnibus Agreement.  The Partnership entered into an omnibus agreement with Tesoro under which Tesoro agrees not to compete with us under certain
circumstances. It also grants us a right of first offer to acquire certain of Tesoro's retained logistics assets, including certain terminals, pipelines, docks,
storage facilities and other related assets located in California, Alaska and Washington. Further, the omnibus agreement addresses our payment of an annual
fee, initially in the amount of $2.5 million, to Tesoro for the provision of various general and administrative services. Tesoro also reimburses the Partnership
for certain maintenance and expansion capital expenditures that are recorded as capital contributions, and Tesoro indemnifies us for certain matters, including
environmental, title and tax matters associated with the ownership or operation of our assets arising at or before the closing of the Offering on April 26, 2011.

Indemnification for unknown environmental and title liabilities is limited to pre-closing conditions identified prior to the earlier of April 26, 2016, and the date
that Tesoro no longer controls our general partner (provided that, in any event, such date shall not be earlier than April 26, 2013), and a $0.25 million
aggregate annual deductible for each type (unknown environmental liabilities or title matters) before we are entitled to indemnification in any calendar year. We
have agreed to indemnify Tesoro for events and conditions associated with the ownership or operation of our assets that occur after the closing of the Offering.

Martinez Crude Oil Marine Terminal Acquisition. The Partnership is presently in negotiations with Tesoro to acquire the marine terminal located in
Martinez, California.  The terminal consists of a single-berth dock, five crude oil storage tanks with a combined 425,000 barrels of storage capacity and
related pipelines that receive crude oil from third-party marine vessels for delivery to Tesoro's Martinez refinery and a third-party terminal.  Total throughput
capacity for the terminal is estimated to be approximately 145,000 bpd.  The transaction is expected to close in the first half of 2012.

Unit Train Unloading Facility. Tesoro has announced that it expects to offer the Anacortes, Washington unit train unloading facility to the Partnership upon
completion of construction, which is expected to be in the fourth quarter of 2012. The project includes unloading facilities for dedicated trains of rail cars
("unit trains") and is expected to deliver up to 30,000 bpd of Bakken crude oil to Tesoro's Washington refinery.

Operational Services Agreement.  The Partnership entered into an operational services agreement with Tesoro under which we reimburse Tesoro for the
provision of certain operational services to us in support of our pipelines, terminals and storage facility. In addition, we pay Tesoro an annual fee, initially in
the amount of $0.3 million (prorated for the first year of services), for operational services performed by certain of Tesoro's field-level employees.

PROPERTIES

Our principal properties are described below under the captions "Crude Oil Gathering" and "Terminalling, Transportation and Storage." We believe that our
properties and facilities are adequate for our operations and that our facilities are adequately maintained. We are the lessee under a number of cancellable and
noncancellable operating leases for certain properties including land, terminals, right-of-way permits and other operating facilities used in the gathering,
transporting and storing of crude oil and the terminalling, transporting and storing of refined products. See Note L to our consolidated financial statements in
Item 8.

Under the omnibus agreement, Tesoro, through certain of its subsidiaries, indemnifies us for certain environmental liabilities and title and tax matters
associated with the ownership or operation of our assets and arising at or before the closing of the Offering on April 26, 2011.
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Crude Oil Gathering

Our High Plains system consists of our crude oil pipelines and trucking operations in the Bakken Shale/Williston Basin area of Montana and North Dakota.
Our High Plains system gathers and transports crude oil from various production locations in this area for transportation to Tesoro's North Dakota refinery
and other destinations in the Bakken Shale/Williston Basin area. The following table details the average aggregate daily number of barrels of crude oil
transported on our High Plains system in each of the periods indicated. Tesoro was the shipper of substantially all of these barrels.

 Years Ended December 31,

 2011   2010  2009  2008  2007
    Predecessor  Predecessor  Predecessor  Predecessor
Crude oil transported through (bpd):           
Pipelines (a)           

North Dakota 53,630   46,004  48,953  45,947  41,417
Montana 4,270   4,691  3,853  8,790  14,815

Total Pipelines 57,900   50,695  52,806  54,737  56,232
Trucking 24,059   23,305  22,963  23,752  18,560
____________
(a) Also includes barrels that were gathered and then delivered into our High Plains Pipeline by truck.

Pipeline Operations.  We own and operate a common carrier crude oil gathering and transportation system consisting of approximately 700 miles of gathering
and trunk lines in Montana and North Dakota, which gather and transport crude oil from the Bakken Shale/Williston Basin area. The High Plains Pipeline
has a total delivery capacity of 94,000 bpd: 85,000 bpd to Tesoro's North Dakota refinery and 9,000 bpd to a third-party pipeline at Richey, Montana. Tesoro
is currently the primary shipper on our High Plains Pipeline, with the Partnership supplying all of the crude oil transported and processed at Tesoro's North
Dakota refinery. Its assets include:

• approximately 140 miles of up to six-inch gathering and injection lines in western North Dakota and eastern Montana;
• approximately 470 miles of up to 12-inch trunk lines in Montana and North Dakota; and
• approximately 90 miles of 16-inch trunk line from our Dunn Center storage facility to Tesoro's North Dakota refinery.

The following map shows the locations of the pipelines in our High Plains system and related connection points to third-party pipelines.
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Trucking Operations.  As part of our High Plains system, we manage a truck-based crude oil gathering operation. This operation uses a combination of
proprietary and third-party trucks, all of which we dispatch and schedule. These trucks gather approximately 27,000 bpd of crude oil from well sites or
nearby collection points in the Bakken Shale/Williston Basin area and deliver it to our High Plains system and third-party destinations. We charge per-barrel
tariffs and service fees for picking up and transporting crude oil, for dispatching and scheduling proprietary and third-party trucks and for use of our field
unloading tanks.

Terminalling, Transportation and Storage

Our eight refined products terminals receive refined products from pipelines connected to Tesoro's Los Angeles, Martinez, Utah, Alaska, North Dakota and
Washington refineries, as well as third-party refineries, and provide storage and truck loading services to Tesoro and third parties, who in turn deliver refined
products to retail outlets and other end-users. We also own a storage facility that receives and stores refined products and crude oil for Tesoro's Utah refinery
and five related crude oil and refined products short-haul pipelines.

We generate most of our refined product terminal revenues from fees on committed throughput volumes by customers for transferring refined products from
the terminal to trucks and barges. We generate pipeline transportation revenue by transporting crude oil for Tesoro from third-party crude oil pipelines to our
SLC storage facility on our three short-haul crude oil pipelines, and by transporting refined products for Tesoro from its Utah refinery to the origin on our two
short-haul refined products pipelines. In addition to terminalling and transportation fees, we generate revenues by charging our customers fees for ancillary
services, including ethanol blending and additive injection, and, at our Vancouver and Anchorage terminals, for barge loading fees. We also generate storage
revenue for storing crude oil and refined products for Tesoro in support of Tesoro's Utah refinery.

Our refined products terminals are supplied by both Tesoro-owned and third-party common carrier pipelines, as well as by pressurized feed directly from
Tesoro refineries, and, in some cases, by truck or barge. The tables below set forth the total average throughput for our refined products terminals and our
SLC pipelines for each of the periods presented.

 Years Ended December 31,

 2011   2010  2009  2008  2007
    Predecessor  Predecessor  Predecessor  Predecessor
Refined products terminalled for (bpd): (a)           
Tesoro 125,299   104,754  103,454  102,670  91,340
Third parties 8,708   9,196  9,681  10,198  11,965

Total 134,007   113,950  113,135  112,868  103,305
Refined products terminalled at (bpd):           
Los Angeles, California 41,583   35,286  33,603  32,696  19,702
Stockton, California 9,220   8,526  7,160  7,053  7,663
Salt Lake City, Utah (a) 29,309   25,457  26,802  26,074  25,236
Anchorage, Alaska 14,243   15,132  14,914  14,704  15,358
Mandan, North Dakota 13,852   9,963  9,300  9,213  9,244
Vancouver, Washington 11,139   8,432  10,089  10,824  12,968
Boise, Idaho 10,068   7,677  7,598  8,295  9,039
Burley, Idaho 4,593   3,477  3,669  4,009  4,095

Total 134,007   113,950  113,135  112,868  103,305

Total (barrels, in thousands) 48,913   41,592  41,294  41,310  37,706
Volumes transported through (bpd):           
Short-haul crude oil pipelines 41,501   39,389  42,561  46,457  46,776
Short-haul refined products pipelines 24,135   21,277  20,261  22,433  22,522

Total 65,636   60,666  62,822  68,890  69,298
____________
(a) Does not include our SLC storage facility or our interconnecting pipelines between the storage facility and Tesoro's Utah refinery.

10



Table of Contents

The following table outlines the locations of our refined products terminals and their storage capacities, supply source, mode of delivery and maximum daily
terminalling available capacity.

Terminal Location  Products Handled  

 
Storage

Capacity
(Barrels) (a)  Supply Source  

 
 

Mode of
Delivery  

Maximum
Daily Available

Terminalling
Capacity (bpd)

Los Angeles, California  Gasoline; Diesel  6,000  Refinery  Truck  52,000
Stockton, California  Gasoline; Diesel  66,000  Refinery  Truck  10,300
Salt Lake City, Utah (b)  Gasoline, Diesel, Jet Fuel  18,000  Refinery  Truck  42,000
Anchorage, Alaska (c)

 
Gasoline, Diesel, Jet Fuel

 
883,000

 
Pipeline; Barge

 
Truck; Barge;
Pipeline  

63,000

Mandan, North Dakota  Gasoline, Diesel, Jet Fuel  —  Refinery  Truck  22,500
Vancouver, Washington (d)  Gasoline; Diesel  298,000  Pipeline; Barge  Truck; Barge  15,000
Boise, Idaho  Gasoline, Diesel, Jet Fuel  254,000  Pipeline  Truck  22,500
Burley, Idaho  Gasoline; Diesel  147,800  Pipeline  Truck  12,000

Total    1,672,800      239,300
____________
(a) Includes storage capacity for refined products and ethanol only; excludes storage for gasoline and diesel additives.
(b) Does not include our SLC storage facility or our short-haul pipelines.
(c) Maximum daily available terminalling capacity includes approximately 30,000 bpd by truck, 23,000 bpd by barge and 10,000 bpd by pipeline.
(d) Maximum daily available terminalling capacity includes approximately 10,500 bpd by truck and 4,500 bpd by barge.

Terminals

Los Angeles, California Terminal. We own and operate a terminal adjacent to Tesoro's Los Angeles refinery. The terminal receives gasoline and diesel from
Tesoro's Los Angeles refinery through two 12-inch gasoline pipelines, one 12-inch diesel pipeline, and one 8-inch gasoline pipeline. Additives, including
ethanol, are received by truck and delivered into tanks at the terminal. Refined products received at this terminal are sold locally by Tesoro through our four-
bay truck loading rack. This terminal includes approximately 6,000 barrels of ethanol storage capacity. We do not have refined product storage capacity at
this terminal.

Stockton, California Terminal. We lease our Stockton, California terminal from the Port of Stockton under a five-year lease expiring in 2014. We may renew
the lease for up to three additional five-year terms. We receive gasoline and diesel at this terminal from Tesoro's Martinez refinery through a third-party
common carrier pipeline. Additionally, ethanol is supplied directly to our truck loading rack from an adjacent third-party terminal. This terminal has a two-
bay truck loading rack. Refined products received at this terminal are sold locally by Tesoro through our truck loading rack. This terminal also has six
storage tanks with 20,000 barrels of diesel capacity and 46,000 barrels of gasoline capacity.

Salt Lake City, Utah Terminal. We own and operate a terminal adjacent to Tesoro's Utah refinery. The terminal has the ability to receive refined products,
including gasoline, diesel and jet fuel, from Tesoro's Utah refinery through our proprietary interconnecting pipelines that run between the two facilities. The
terminal also receives ethanol by truck, which is subsequently blended into finished gasoline. Refined products received and ethanol blended into gasoline at
this terminal are sold locally and regionally by Tesoro and third parties through our five-bay truck loading rack. The terminal also has one 11,000 barrel
gasoline storage day tank and one 7,000 barrel ethanol storage tank.

Anchorage, Alaska Terminal. Our Anchorage, Alaska terminal sits on leased property at two adjacent locations within the Port of Anchorage. A portion of the
terminal is on land that is leased by Tesoro from the Alaska Railroad Corporation through December 31, 2016. Tesoro may renew the lease for up to two
additional five-year terms. We sublease this portion of the terminal from Tesoro under the same expiration and renewal terms. The remainder of the terminal
sits on land that we lease from the Municipality of Anchorage through June 30, 2014. This terminal has the ability to receive refined products, including
gasoline, diesel and jet fuel, from Tesoro's Alaska refinery through the Tesoro Alaska Pipeline, a state-regulated common carrier pipeline owned by Tesoro and
from marine vessels through the Port of Anchorage petroleum docks. The terminal also has a rail rack that can hold and unload ten rail cars, is equipped with
two offloading pumps and is connected to an eight-inch pipeline that runs to a neighboring third-party jet fuel storage facility. Refined products received at the
terminal are sold locally by Tesoro and others through two separate two-bay truck loading racks, through third-party barges loaded at a Port of Anchorage
dock or through pipelines to a third-party storage facility The terminal also has 25 storage tanks, with 252,000 barrels of gasoline capacity, 99,000 barrels of
diesel capacity, 400,000 barrels of jet fuel capacity, 118,000 barrels of avgas (a high-octane aviation fuel) capacity and 14,000 barrels of transmix capacity.
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Mandan, North Dakota Terminal. We own and operate a terminal located at Tesoro's North Dakota refinery, which is just outside of Mandan, North Dakota.
The terminal consists of a truck loading rack located within the refinery gates. The truck loading rack consists of three light product bays and one residual
fuel bay, each connected to pipelines that transport product from the refinery tank farm to the terminal. We do not have refined product storage capacity at this
terminal.

Vancouver, Washington Terminal. Our Vancouver, Washington terminal is leased from the Port of Vancouver under a 10-year lease expiring in 2016, with
two 10-year renewal options. We receive gasoline and distillates at this terminal from Tesoro's Washington refinery through a third-party common carrier
pipeline. We also have access to a marine dock owned by the Port of Vancouver under a non-preferential berthing agreement. This berthing agreement allows us
to receive gasoline and distillates from Tesoro's Washington refinery and third-party sources through barge deliveries and to transport those refined products to
the terminal on proprietary interconnecting pipelines. In addition, we receive ethanol at the terminal via railcars and trucks. Refined products received at this
terminal are sold locally by Tesoro and others through our two-bay truck loading rack or through barges loaded at the Port of Vancouver dock. We currently
share dock maintenance expenses with the Port of Vancouver and other users of the dock. The terminal has a three-car ethanol rail unloading rack. The
terminal also includes six storage tanks with 160,000 barrels of diesel capacity, 130,000 barrels of gasoline capacity and 8,000 barrels of ethanol capacity.

Boise and Burley, Idaho Terminals. We own and operate two terminals in Idaho located in Boise and Burley. Our Boise terminal is a truck loading facility
that receives a variety of refined products from Tesoro's Utah refinery, including gasoline, diesel, and jet fuel through a third-party common carrier pipeline,
as well as ethanol received by truck. Refined products received at this terminal are sold locally by Tesoro through our truck loading rack. The truck loading
rack includes three loading bays for light products and a fourth bay solely for off-loading ethanol. The terminal also includes eight storage tanks, with
144,000 barrels of gasoline capacity, 34,000 barrels of jet fuel capacity, 54,000 barrels of diesel capacity, 21,000 barrels of ethanol capacity and 1,000 barrels
of transmix capacity.

Our Burley terminal is a truck loading facility that receives gasoline and diesel from Tesoro's Utah refinery through a third-party common carrier pipeline as
well as ethanol received by truck. The truck loading system includes a two-bay truck loading rack. Refined products received at this terminal are sold locally
by Tesoro through our truck loading rack. The Burley terminal also includes five storage tanks with 66,000 barrels of diesel capacity, 81,000 barrels of
gasoline capacity and 800 barrels of ethanol capacity.

Storage Facilities and Pipelines

Salt Lake City, Utah Storage Facility and Pipelines . We own and operate a crude oil and refined products storage facility in Salt Lake City, Utah, which
consists of 13 tanks with 878,000 barrels of shell tank storage capacity. The storage tanks are connected to Tesoro's Utah refinery through our four
interconnecting pipelines that run between the two facilities, but are not directly connected to our Salt Lake City terminal. The storage facility supplies crude
oil to Tesoro's Utah refinery and receives refined and intermediate products, including gasoline, diesel and jet fuel, from the refinery. The storage facility does
not have any refined products terminalling capabilities.

We also own three proprietary short-haul crude oil pipelines, each approximately two miles long, that allow the storage facility to receive crude oil from third-
party crude oil pipelines. Additionally, we own two proprietary refined products pipelines, each approximately three miles long, that transport gasoline and
diesel from Tesoro's Utah refinery to the origin point of a third-party products pipeline. Refined products delivered through these pipelines are delivered to our
terminals in Boise and Burley as well as third-party terminals.

MAJOR CUSTOMER

TRMC, a wholly owned subsidiary of Tesoro, accounted for 96% of our total revenues in the year ended December 31, 2011. Historically, TRMC was a
customer of the crude oil gathering segment and accounted for 84% and 85% of our Predecessor's total revenues in the years ended December 31, 2010 and
2009, respectively. These percentages are not comparable as no revenues were recorded for the Predecessor with TRMC in the terminalling, transportation and
storage segment or for trucking services in the crude oil gathering segment prior to April 26, 2011.
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COMPETITION

Crude Oil Gathering

As a result of our contractual relationship with Tesoro under our High Plains Pipeline transportation services agreement and our connection to the North
Dakota refinery, we believe that our High Plains system will not face significant competition from other pipelines for Tesoro's crude oil supply requirements in
the Bakken Shale/Williston Basin area.

However, our High Plains system will face competition from a number of major oil companies and smaller entities for the gathering and transportation of crude
oil production in the Bakken Shale/Williston Basin area. We may also face competition for opportunities to build gathering lines from producers or other
pipeline companies. Existing pipelines are available for producers who want to ship crude oil produced in the Bakken Shale/Williston Basin area.
Additionally, there is a third-party unit train loading facility in the area with additional third-party unit train loading facilities under construction. In addition,
existing pipeline owners continue to (or have announced their intent to) expand their pipeline systems in the area.

We also face competition from trucks that deliver crude oil in a number of areas we serve. While their costs may not be competitive for longer hauls or large
volume shipments, trucks compete effectively for incremental and marginal volumes in many of the areas we serve.

Terminalling, Transportation and Storage

We may face competition from third-party refined products terminals for refined product volumes in excess of Tesoro's minimum volume commitments under
our commercial agreements with Tesoro, primarily with respect to our Los Angeles, Stockton and Vancouver terminals. We also face competition from other
terminals and pipelines that may be able to supply Tesoro's end-user markets with refined products on a more competitive basis, due to terminal location,
price, versatility and services provided. Also, we may face competition for refined product supply sources. Our competition primarily comes from integrated
petroleum companies, refining and marketing companies, independent terminal companies and distribution companies with marketing and trading arms.
Additionally, if Tesoro's wholesale customers reduced their purchases of refined products from Tesoro due to the increased availability of less expensive
product from other suppliers or for other reasons, Tesoro may only deliver the minimum volumes through our terminals (or pay the shortfall payment if it
does not deliver the minimum volumes), which would cause a decrease in our revenues. Tesoro competes with some of the world's largest integrated petroleum
companies, which have their own crude oil supplies and distribution and marketing systems, as well as with independent refiners. Competition in particular
geographic areas is affected primarily by the volumes of refined products produced by refineries located in those areas and by the availability of refined
products and the cost of transportation to those areas from refineries located in other areas.

PIPELINE AND TERMINAL SAFETY

Pipeline Safety

Our pipelines, gathering systems and terminal operations are subject to increasingly strict safety laws and regulations. The transportation and storage of
refined products and crude oil involve a risk that hazardous liquids may be released into the environment, potentially causing harm to the public or the
environment. The U.S. Department of Transportation ("DOT") has adopted safety regulations with respect to the design, construction, operation,
maintenance, inspection and management of our pipeline and storage facilities. These regulations contain requirements for the development and implementation
of pipeline integrity management programs, which include the inspection and testing of pipelines and the correction of anomalies. These regulations also
require that pipeline operation and maintenance personnel meet certain qualifications and that pipeline operators develop comprehensive spill response plans,
including extensive spill response training for pipeline personnel.

We inspect our pipelines using currently-available technology to determine their condition and to determine whether they are in need of additional maintenance
or replacement. Our inspections include the use of internal inspection tools supplied by third-party vendors that provide information on the physical condition
of our pipelines; these tools are operated, and the resulting data is evaluated, by trained third-party and Tesoro personnel. We also inspect our DOT-regulated
pipelines in accordance with DOT requirements (including inspection frequency), and inspect our non-DOT-regulated pipelines in accordance with a risk-
based approach to ensure that the highest risk pipeline segments receive the highest priority for inspection. Legislation recently passed by the U.S. House of
Representatives increases penalties for pipeline safety violations, reduces reporting periods and provides for review and possibly revocation of exemptions for
gathering systems from regulation by the DOT's Pipeline and Hazardous Materials Safety Administration, among other matters.
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Terminal Safety

The tanks designed for product storage at our terminals are equipped with internal or external floating roofs that minimize regulated emissions and prevent
potentially flammable vapor accumulation. Our terminal facilities have response plans, spill prevention and control plans, and other programs to respond to
emergencies. Our truck loading racks are protected with fire systems, actuated either by sensors or an emergency switch. We continually strive to maintain
compliance with applicable air, solid waste and wastewater regulations.

RATE AND OTHER REGULATIONS

General Interstate Regulation

Our High Plains system in Montana and North Dakota is a common carrier subject to regulation by various federal, state and local agencies. The FERC
regulates interstate transportation on our High Plains system under the Interstate Commerce Act ("ICA"), the Energy Policy Act of 1992 ("EPAct") and the
rules and regulations promulgated under those laws. The ICA and its implementing regulations require that tariff rates for interstate service on oil pipelines,
including interstate pipelines that transport crude oil and refined products (collectively referred to as "petroleum pipelines"), be just and reasonable and non-
discriminatory and that such rates and terms and conditions of service be filed with the FERC. Under the ICA, shippers may challenge new or existing rates
or services. The FERC is authorized to suspend the effectiveness of a challenged rate for up to seven months, though rates are typically not suspended for the
maximum allowable period. A successful rate challenge could result in a petroleum pipeline paying refunds for the period that the rate was in effect and/or
reparations for up to two years prior to the filing of a complaint. There are no pending challenges or complaints regarding our tariffs.

Certain interstate petroleum pipeline rates in effect in 1992 are deemed to be just and reasonable under the ICA. These rates are commonly referred to as
"grandfathered rates." Our rates for interstate transportation service on the High Plains system are grandfathered. The FERC also allows for an annual rate
change under its indexing methodology, which applies to transportation on our High Plains system.

Intrastate Regulation

The intrastate operations of our High Plains system in North Dakota are subject to regulation by the NDPSC. Applicable state law requires that pipelines
operate as common carriers, that access to transportation services and pipeline rates be non-discriminatory, that if more crude oil is offered for transportation
than can be transported immediately the crude oil volumes transported must be apportioned equitably and that pipeline rates be just and reasonable.

Pipelines

We operate the High Plains Pipeline as a common carrier pursuant to tariffs filed with both the FERC and the NDPSC. The High Plains Pipeline currently
offers tariffs for crude oil deliveries to Tesoro's North Dakota refinery and to a third-party pipeline at Richey, Montana. Tesoro has been the shipper of
substantially all of the volumes transported on the High Plains Pipeline. For shipments to Tesoro's North Dakota refinery from North Dakota intrastate origin
points that are within the 49,000 bpd average minimum throughput commitment under our pipeline transportation services agreement with Tesoro, we will
receive the NDPSC committed tariff rate, which is $0.11 per barrel higher than the NDPSC uncommitted tariff rate for each North Dakota origin point.

The FERC and state regulatory agencies generally have not investigated rates on their own initiative when those rates, like ours, have not been the subject of a
protest or a complaint by a shipper. Tesoro has agreed not to contest our tariff rates for the term of our commercial agreements with Tesoro. However, our
pipelines are common carrier pipelines, and we may be required to accept new shippers who wish to transport on our pipelines. The FERC or the NDPSC
could investigate our rates on its own initiative or at the urging of a third-party shipper using our pipelines or any other party able to show that it has a
substantial economic interest in our tariff rate level. If an interstate rate for service on the High Plains Pipeline were investigated, we would defend that rate as
grandfathered under EPAct. As EPAct applies to our rates, a person challenging a grandfathered rate must, as a threshold matter, establish a substantial
change since the date of enactment of EPAct, in either the economic circumstances or the nature of the service that formed the basis for the rate. If our rate levels
were investigated, the inquiry could result in a comparison of our rates to those charged by others or to an investigation of our costs.
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ENVIRONMENTAL REGULATIONS

General

Our operation of pipelines, terminals, and associated facilities in connection with the storage and transportation of crude oil and refined products is subject to
extensive and frequently-changing federal, state and local laws, regulations and ordinances relating to the protection of the environment. Among other things,
these laws and regulations govern the emission or discharge of pollutants into or onto the land, air and water, the handling and disposal of solid and
hazardous wastes and the remediation of contamination. As with the industry generally, compliance with existing and anticipated environmental laws and
regulations increases our overall cost of business, including our capital costs to construct, maintain, operate and upgrade equipment and facilities. These
requirements may also significantly affect Tesoro's refinery operations and may have an indirect effect on our business, financial condition and results of
operations. However, we do not expect such effects will have a material impact on our historical compliance expenditures.

Under the omnibus agreement, Tesoro, through certain of its subsidiaries, indemnifies us for certain environmental liabilities and title and tax matters
associated with the ownership or operation of our assets and arising at or before the closing of the Offering on April 26, 2011. Indemnification for unknown
environmental and title liabilities is limited to pre-closing conditions identified prior to the earlier of April 26, 2016 and the date that Tesoro no longer controls
our general partner (provided that, in any event, such date shall not be earlier than April 26, 2013), and a $0.25 million aggregate annual deductible for each
type (unknown environmental liabilities or title matters) before we are entitled to indemnification in any calendar year. We have agreed to indemnify Tesoro for
events and conditions associated with the ownership or operation of our assets that occur after the closing of the Offering.

Air Emissions and Climate Change Regulations

Our operations are subject to the Clean Air Act and comparable state and local statutes. Under these laws, permits may be required before construction can
commence on a new source of potentially significant air emissions, and operating permits may be required for sources that are already constructed. Although
the majority of our facilities are currently considered minor sources of volatile organic compound, hazardous air pollutant and nitrogen oxide emissions, we
may become subject to more stringent regulations requiring the installation of additional emission control technologies. Any such future obligations may require
us to incur significant additional capital or operating costs.

In addition, Title V of the Clean Air Act ("Title V") requires an operating permit for major sources of air emissions. Our Los Angeles terminal and the Mandan
loading rack are subject to a Title V or analogous state or local permits, and in the case of the Mandan facility, the permit provisions are incorporated in the
Title V permit for Tesoro's North Dakota refinery. None of our facilities are presently subject to the federal greenhouse gas reporting rule or the greenhouse gas
"tailoring" rule, which subjects certain facilities to the additional permitting obligations under the New Source Review/Prevention of Significant Deterioration
("NSR/PSD") and other programs of the Clean Air Act. As such, we do not expect substantial impacts from the tailoring rule on our facilities.

The Environmental Protection Agency ("EPA") has undertaken significant regulatory initiatives under authority of the Clean Air Act's NSR/PSD program in
an effort to further reduce annual emissions of volatile organic compounds, nitrogen oxides, sulfur dioxide, and particulate matter. These regulatory initiatives
have been targeted at industries with large manufacturing facilities that are significant sources of emissions, such as refining, paper and pulp, and electric
power generating industries. The basic premise of these initiatives is the EPA's assertion that many of these industrial establishments have modified or
expanded their operations over time without complying with NSR/PSD regulations adopted by the EPA that require permits and new emission controls in
connection with any significant facility modifications or expansions that can result in emissions increases above certain thresholds. As part of this ongoing
NSR/PSD regulatory initiative, the EPA has entered into consent decrees with several refiners, including Tesoro, that may, in part, require the refiners to make
significant capital expenditures to install emissions control equipment at selected facilities. However, we do not expect any substantial impact to our business
as a result of additional requirements at Tesoro refineries.

The U.S. Congress passed the Energy Independence and Security Act that created a second Renewable Fuels Standard ("RFS2") in December 2007. This
standard requires the total volume of renewable transportation fuels (including ethanol and advanced biofuels) sold or introduced annually in the U.S. to reach
15.2 billion gallons in 2012 and rise to 36 billion gallons by 2022. The requirements could reduce future demand for petroleum products and thereby have an
indirect effect on certain aspects of our business, although it could increase demand for our ethanol blending services at our truck loading racks.
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Currently, various legislative and regulatory measures to address greenhouse gas emissions (including carbon dioxide, methane and other gases) are in various
phases of discussion or implementation. These include requirements to report emissions of greenhouse gases to the EPA beginning in 2011 and proposed
federal legislation and regulation as well as state actions to develop statewide or regional programs (including Assembly Bill 32 ("AB 32") in California
(described below)), each of which require or could require reductions in our greenhouse gas emissions or those of Tesoro.

Hazardous Substances and Waste Regulations

To a large extent, the environmental laws and regulations affecting our operations relate to the release of hazardous substances or solid wastes into soils,
groundwater, and surface water, and include measures to control pollution of the environment. These laws generally regulate the generation, storage, treatment,
transportation, and disposal of solid and hazardous waste. They also require corrective action, including investigation and remediation, at a facility where
such waste may have been released or disposed. For instance, the Comprehensive Environmental Response, Compensation, and Liability Act ("CERCLA"),
and comparable state laws, impose liability, without regard to fault or to the legality of the original conduct, on certain classes of persons that contributed to the
release of a "hazardous substance" into the environment. These persons include the owner or operator of the site where the release occurred and companies that
disposed of, or arranged for the disposal of, the hazardous substances found at the site.

Under CERCLA, these persons may be subject to joint and several liability for the costs of cleaning up the hazardous substances that have been released into
the environment, for damages to natural resources, and for the costs of certain health studies. CERCLA also authorizes the EPA and, in some instances, third
parties to act in response to threats to the public health or the environment and to seek to recover from the responsible classes of persons the costs they incur. In
the course of our ordinary operations, we generate waste that falls within CERCLA's definition of a "hazardous substance" and, as a result, may be jointly
and severally liable under CERCLA for all or part of the costs required to clean up sites. Costs for these remedial actions, if any, as well as any related claims
are all covered by an indemnity from Tesoro to the extent occurring or existing before the closing of this offering.

We also generate solid wastes, including hazardous wastes, that are subject to the requirements of the Federal Resource Conservation and Recovery Act
("RCRA"), and comparable state statutes. From time to time, the EPA considers the adoption of stricter disposal standards for non-hazardous wastes,
including crude oil and refined products wastes. We are not currently required to comply with a substantial portion of the RCRA requirements because our
operations are considered small quantity generators of hazardous wastes by the EPA and state regulations. However, it is possible that additional wastes,
which could include wastes currently generated during operations, will in the future be designated as "hazardous wastes." Hazardous wastes are subject to
more rigorous and costly disposal requirements than are non-hazardous wastes. Any changes in the regulations could increase our maintenance capital
expenditures and operating expenses.

We currently own and lease, and Tesoro has in the past owned and leased, properties where crude oil, refined petroleum hydrocarbons and fuel additives,
such as methyl tertiary butyl ether ("MTBE") and ethanol are being or have been handled for many years. Although we have utilized operating and disposal
practices that were standard in the industry at the time, hydrocarbons or other waste may have been disposed of or released on or under the properties owned or
leased by us or on or under other locations where these wastes have been taken for disposal. In addition, many of these properties have been operated by third
parties whose treatment and disposal or release of hydrocarbons or other wastes was not under our control. These properties and wastes disposed thereon may
be subject to CERCLA, RCRA, and analogous state laws. Under these laws, we could be required to remove or remediate previously disposed or released
wastes (including wastes disposed of or released by prior owners or operators), to clean up contaminated property (including impacted groundwater), or to
perform remedial operations to prevent future contamination to the extent we are not indemnified for such matters.

Water Pollution Regulations

Our operations can result in the discharge of pollutants, including crude oil and refined products. Our Anchorage, Boise, Burley and Vancouver facilities and
certain tanks included in our High Plains system operate near environmentally sensitive waters, where tanker, pipeline and other petroleum product
transportation operations are regulated by federal, state and local agencies and monitored by environmental interest groups. The transportation and storage of
crude oil and refined products over and adjacent to water involves risk and subjects us to the provisions of the Oil Pollution Act of 1990 ("OPA 90") and
related state requirements. These requirements subject owners of covered facilities to strict, joint, and potentially unlimited liability for removal costs and other
consequences of an oil spill where the spill is into navigable waters, along shorelines or in the exclusive economic zone of the United States. In the event of an
oil spill into navigable waters, substantial liabilities could be imposed upon us. States in which we operate have also enacted similar and more stringent laws.
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Regulations under the Water Pollution Control Act of 1972 (the "Clean Water Act"), the OPA 90 and state laws also impose additional regulatory burdens on
our operations. Spill prevention control and countermeasure requirements of federal laws and some state laws require containment to mitigate or prevent
contamination of waters in the event of an oil overflow, rupture, or leak. The Clean Water Act requires us to maintain spill prevention control and
countermeasure plans at our facilities with above ground storage tanks. In addition, the OPA 90 requires that most oil transport and storage companies
maintain and update various oil spill prevention and oil spill contingency plans. We maintain such plans, and where required have submitted plans and
received federal and state approvals necessary to comply with the OPA 90, the Clean Water Act and related regulations. Our crude oil and refined product spill
prevention plans and procedures are frequently reviewed and modified to prevent crude oil and refined product releases and to minimize potential impacts
should a release occur.

At our facilities adjacent to water, Federally Certified Oil Spill Response Organizations ("OSROs") are available to respond to a spill on water from above
ground storage tanks or pipelines, and we have filed and maintain dock operations manuals as required by the United States Coast Guard at our Anchorage
and Vancouver facilities. We have contracted with respective OSROs for spills to inland waters from our Vancouver facility and our facilities in the
midwestern region. We contract with Clean Rivers Cooperative, Inc. for our Vancouver terminal and with Bay West, Inc. in the midwestern region. At our
Anchorage and Vancouver terminals, Tesoro will provide open water spill response capability for spills from our facilities via Tesoro's contracts with Cook
Inlet Spill Prevention and Response, Incorporated and Marine Spill Response Corporation, respectively.

The OSROs are capable of responding to a spill on water equal to the greatest volume of the largest above ground storage tank at our facilities. Those volumes
range from 5,000 barrels to 100,000 barrels. The OSROs are rated and certified by the United States Coast Guard and are required to annually demonstrate
their response capability to the United States Coast Guard and state agencies. The OSROs rated and certified to respond to open water spills (which include
those OSROs with which we contract at our marine terminals) must demonstrate the capability to recover up to 50,000 barrels of oil per day and store up to
100,000 barrels of recovered oil at any given time. The OSROs rated and certified to respond to inland spills must demonstrate the capability to recover from
1,875 to 7,500 barrels of oil per day and store from 3,750 to 15,000 barrels of recovered oil at any given time.

At each of our facilities, we maintain spill-response capability to mitigate the impact of a spill from our facilities until either an OSRO or other contracted
service providers can deploy, and Tesoro has entered into contracts with various parties to provide spill response services augmenting that capability, if
required. Our spill response capability at our marine terminals meets the United States Coast Guard and state requirements to either deploy on-water
containment equipment two times the length of a vessel at our dock or have smaller vessels available to recover 50 barrels of oil per day and store 100 barrels
of recovered oil at any given time. Our spill response capabilities at our other facilities meet applicable federal and state requirements. In addition, we contract
with various spill-response specialists to ensure appropriate expertise is available for such contingencies. We believe these contracts provide the additional
services necessary to meet or exceed all regulatory spill-response requirements and support our commitment to environmental stewardship.

The Clean Water Act also imposes restrictions and strict controls regarding the discharge of pollutants into navigable waters. Our Anchorage, Boise, Burley
and Stockton facilities contract with third parties for wastewater disposal. Our remaining facilities may have portions of their wastewater reclaimed by
Tesoro's nearby refineries. In the event regulatory requirements change, or interpretations of current requirements change, and our facilities are required to
undertake different wastewater management arrangements, we could incur substantial additional costs. The Water Pollution Control Act imposes substantial
potential liability for the violation of permits or permitting requirements and for the costs of removal, remediation, and damages resulting from such
discharges. In addition, states maintain groundwater protection programs that require permits for discharges or operations that may impact groundwater.

EMPLOYEES

We are managed and operated by the board of directors and executive officers of Tesoro Logistics GP, LLC, our general partner. All of the employees that
conduct our business are employed by our general partner and its affiliates, and we believe that our general partner and its affiliates have a satisfactory
relationship with those employees. Tesoro Logistics GP, LLC had 114 employees performing services for our operations as of December 31, 2011,  five of
whom are covered by a collective bargaining agreement that will expire April 30, 2012 and two of whom that were covered by a collective bargaining agreement
that expired on January 31, 2012. Under the omnibus agreement, our general partner will indemnify TRMC for any liabilities incurred by TRMC in
connection with applicable collective bargaining agreements covering employees transferred from TRMC to our general partner.

17



Table of Contents

WORKING CAPITAL

We fund our business operations through a combination of available cash and equivalents and cash flows generated from operations. In addition, our
revolving line of credit is available and we may issue additional debt or equity securities for additional working capital or capital expenditures. For additional
information regarding working capital see "Capital Resources and Liquidity" in Management's Discussion and Analysis of Financial Condition and Results of
Operations in Item 7.

SEASONALITY

The crude oil and refined product throughput in our pipelines and terminals is directly affected by the level of supply and demand for crude oil and refined
products in the markets served directly or indirectly by our assets. Generally, demand for gasoline is higher during the spring and summer months than
during the fall and winter months due to seasonal changes in highway traffic. However, many effects of seasonality on our revenues will be substantially
mitigated through the use of our fee-based commercial agreements with Tesoro that include minimum volume commitments.

ITEM 1A.  RISK FACTORS

Limited partner interests are inherently different from the capital stock of a corporation, although many of the business risks to which we are subject
are similar to those that would be faced by a corporation engaged in a similar business. If any of the following risks were actually to occur, our
business, financial condition, results of operations and our cash flows could be materially adversely affected. In that case, we might not be able to pay
distributions on our common units or the trading price of our common units could decline.

RISKS RELATED TO OUR BUSINESS

Tesoro accounts for substantially all of our revenues. If Tesoro changes its business strategy, is unable to satisfy its obligations under our
commercial agreements for any reason or significantly reduces the volumes transported through our pipelines or handled at our terminals, our
revenues would decline and our financial condition, results of operations, cash flows and ability to make distributions to our unitholders would
be adversely affected. Additionally, conflicts of interest may arise between Tesoro and its affiliates, including our general partner, on the one hand,
and us and our unitholders, on the other hand.

Tesoro is our primary customer in our terminalling, transportation and services segment. Tesoro accounted for approximately 96% of our revenues for the year
ended December 31, 2011. We expect to continue to derive the substantial majority of our revenues from Tesoro for the foreseeable future, making us subject to
the risk of nonpayment or nonperformance by Tesoro under our commercial agreements. Any event, whether in our areas of operation or otherwise, that
materially and adversely affects Tesoro's financial condition, results of operations or cash flows may adversely affect our ability to sustain or increase cash
distributions to our unitholders. Accordingly, we are indirectly subject to the operational and business risks of Tesoro, some of which are related to the
following:

• the risk of contract cancellation, non-renewal or failure to perform by Tesoro's customers;
• disruptions due to equipment interruption or failure at Tesoro's facilities or at third-party facilities on which Tesoro's business is dependent;
• the timing and extent of changes in commodity prices and demand for Tesoro's refined products, and the availability and costs of crude oil and other

refinery feedstocks;
• Tesoro's ability to remain in compliance with the terms of its outstanding indebtedness;
• changes in the cost or availability of third-party pipelines, terminals and other means of delivering and transporting crude oil, feedstocks and refined

products;
• state and federal environmental, economic, health and safety, energy and other policies and regulations and any changes in those policies and

regulations;
• environmental incidents and violations and related remediation costs, fines and other liabilities; and
• changes in crude oil and refined product inventory levels and carrying costs.
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Additionally, Tesoro continually considers opportunities presented by third parties with respect to its refinery assets. These opportunities may include offers to
purchase and joint venture propositions. Tesoro may also change its refineries' operations by constructing new facilities, suspending or reducing certain
operations, modifying or closing facilities or terminating operations. Tesoro actively manages its assets and operations, and, therefore, changes of some nature,
possibly material to its business relationship with us, are likely to occur at some point in the future. Part of our growth strategy depends on the growth of
Tesoro's refining and marketing business. Our prospects for organic growth currently include projects that we expect Tesoro to undertake, such as
constructing new tankage, and that we expect to have an opportunity to purchase from Tesoro. If Tesoro focuses on other growth areas or does not make capital
expenditures to fund the organic growth of its logistics operations, we may not be able to fully execute our growth strategy.

Furthermore, conflicts of interest may arise between Tesoro and its affiliates, including our general partner, on the one hand, and us and our unitholders, on
the other hand. We have no control over Tesoro, our largest source of revenue and our primary customer, and Tesoro may elect to pursue a business strategy
that does not favor us and our business.

Our logistics operations and Tesoro's refining operations are subject to many risks and operational hazards, some of which may result in
business interruptions and shutdowns of our or Tesoro's facilities and damages for which we may not be fully covered by insurance. If a
significant accident or event occurs that results in business interruption or shutdown for which we are not adequately insured, our operations
and financial results could be adversely affected.
 
Our logistics operations are subject to all of the risks and operational hazards inherent in transporting and storing crude oil and refined products, including:
 

• damages to pipelines and facilities, related equipment and surrounding properties caused by earthquakes, floods, fires, severe weather, explosions
and other natural disasters and acts of terrorism;

• mechanical or structural failures at our facilities or at third-party facilities on which our operations are dependent, including Tesoro's facilities;
• curtailments of operations relative to severe seasonal weather;
• inadvertent damage to pipelines from construction, farm and utility equipment; and
• other hazards.

 
These risks could result in substantial losses due to personal injury and/or loss of life, severe damage to and destruction of property and equipment and
pollution or other environmental damage, as well as business interruptions or shutdowns of our facilities. Any such event or unplanned shutdown could have
a material adverse effect on our business, financial condition and results of operations. In addition, Tesoro's refining operations, on which our operations are
substantially dependent, are subject to similar operational hazards and risks inherent in refining crude oil.
 
We do not maintain insurance coverage against all potential losses and could suffer losses for uninsurable or uninsured risks or in amounts in excess of
existing insurance coverage. The occurrence of an event that is not fully covered by insurance or failure by one or more insurers to honor its coverage
commitments for an insured event could have a material adverse effect on our business, financial condition and results of operations.

Our business is impacted by environmental risks inherent in our operations.
 
Our operation of crude oil and refined products pipelines, refined products terminals and crude oil and refined products storage facilities is inherently subject
to the risks of spills, discharges or other inadvertent releases of petroleum or other hazardous substances. If any of these events have previously occurred or
occur in the future, whether in connection with any of Tesoro's refineries, our storage facility, any of our pipelines or refined products terminals, or any other
facility to which we send or have sent wastes or by-products for treatment or disposal, we could be liable for all costs and penalties associated with the
remediation of such facilities under federal, state and local environmental laws or the common law. We may also be liable for personal injury or property
damage claims from third parties alleging contamination from spills or releases from our facilities or operations. In addition, our indemnification for certain
environmental liabilities under our omnibus agreement with Tesoro will be limited to liabilities identified prior to the earlier of April 26, 2016 and the date that
Tesoro no longer controls our general partner (provided that, in any event, such date shall be no earlier than April 26, 2013). Even if we are insured or
indemnified against such risks, we may be responsible for costs or penalties to the extent our insurers or indemnitors do not fulfill their obligations to us. The
payment of such costs or penalties could be significant and have a material adverse effect on our business, financial condition and results of operations.
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A material decrease in the refining margins at Tesoro's refineries could materially reduce the volumes of crude oil or refined products that we
handle, which could adversely affect our financial condition, results of operations, cash flows and ability to make distributions to our unitholders.
 
The volume of refined products that we distribute and store at our refined products terminals and the volume of crude oil that we transport on our High Plains
system depend substantially on Tesoro's refining margins. Refining margins are dependent both upon the price of crude oil or other refinery feedstocks and the
price of refined products. These prices are affected by numerous factors beyond our or Tesoro's control, including the global supply and demand for crude oil,
gasoline and other refined products. Global economic conditions have put, and may continue to put significant pressure on refined product margins until the
economy improves and unemployment declines. Several refineries in North America and Europe have been temporarily or permanently shut down in response
to falling demand and excess refining capacity. There are additional long-term factors that may impact the supply and demand of refined products in the
United States, including:
 

• increased fuel efficiency standards for vehicles;
• more stringent refined products specifications;
• renewable fuels standards and the availability of alternative energy sources;
• potential and enacted climate change legislation;
• the Environmental Protection Agency ("EPA") regulation of greenhouse gas emissions under the Clean Air Act; and
• increased refining capacity or decreased refining capacity utilization.

If the demand for refined products, particularly in Tesoro's primary market areas, decreases significantly, or if there were a material increase in the price of
crude oil supplied to Tesoro's refineries without an increase in the value of the products produced by those refineries which caused Tesoro to reduce production
of refined products at its refineries, there would likely be a reduction in the volumes of crude oil and refined products we handle for Tesoro. Any such
reduction could adversely affect our financial condition, results of operations, cash flows and ability to make distributions to our unitholders.
 
A material decrease in the crude oil produced in the Bakken Shale/Williston Basin area could materially reduce the volume of crude oil gathered
and transported by our High Plains system and refined products distributed by our Mandan terminal, which could adversely affect our financial
condition, results of operations, cash flows and ability to make distributions to unitholders.
 
The volume of crude oil that we gather and transport on our High Plains system and the volume of refined products that we distribute at our Mandan terminal,
in each case, in excess of Tesoro's committed volumes, depends on the volume of refined products produced at Tesoro's North Dakota refinery. The volume of
refined products produced depends, in part, on the availability of attractively-priced, high-quality crude oil produced in the Bakken Shale/Williston Basin
area, which is the primary source of supply for Tesoro's North Dakota refinery.
 
In order to maintain or increase refined product production levels at the North Dakota refinery, Tesoro must continually contract for new crude oil supplies in
the Bakken Shale/Williston Basin area or consider connecting to alternative sources of crude oil. Adverse developments in the Bakken Shale/Williston Basin
area could have a significantly greater impact on our financial condition, results of operations and cash flows than those of our competitors because of our
lack of geographic diversity and substantial reliance on Tesoro as a customer. Accordingly, in addition to general industry risks related to gathering and
transporting crude oil, we are disproportionately exposed to risks in the area, including:
 

• the volatility and uncertainty of regional pricing differentials;
• the availability of drilling rigs for producers;
• weather-related curtailment of operations by producers and disruptions to truck gathering operations;
• the nature and extent of governmental regulation and taxation; and
• the anticipated future prices of crude oil and of refined products in markets which Tesoro's North Dakota refinery serves.

 
Furthermore, the development of third-party crude oil gathering systems in the Williston Basin could disproportionately impact our High Plains system should
producers ship on competing systems, thereby impacting the price and availability of crude oil Tesoro ships to its North Dakota refinery. If as a result of any
of these or other factors, the volume of attractively priced, high-quality crude oil available to Tesoro's North Dakota refinery is materially reduced for a
prolonged period of time, the volume of crude oil gathered and transported by our High Plains system and the volume of refined products distributed by our
Mandan terminal, and the related fees for those services, could be materially reduced, which could adversely affect our financial condition, results of
operations, cash flows and ability to make distributions to our unitholders.
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We may not have sufficient cash from operations following the establishment of cash reserves and payment of fees and expenses, including cost
reimbursements to our general partner and its affiliates, to enable us to pay the minimum quarterly distribution to our unitholders.

We may not have sufficient available cash from operating surplus each quarter to enable us to pay the minimum quarterly distribution to our unitholders. The
amount of cash we can distribute on our units principally depends upon the amount of cash we generate from our operations, which will fluctuate from
quarter to quarter and other factors, some of which are beyond our control, including:

• the volume of crude oil and refined products we handle;
• the tariff rates and terminalling, trucking and storage fees with respect to volumes that we handle;
• prevailing economic conditions;
• the amount of our operating expenses and general and administrative expenses, including reimbursements to Tesoro in respect of those expenses and

payment of an annual corporate services fee to Tesoro;
• the level of capital expenditures we make;
• the cost of acquisitions, if any;
• our debt service requirements and other liabilities;
• fluctuations in our working capital needs;
• our ability to borrow funds and access capital markets;
• restrictions contained in our revolving credit facility and other debt service requirements;
• the amount of cash reserves established by our general partner; and
• other business risks affecting our cash levels.

The amount of cash we have available for distribution to our unitholders depends primarily on our cash flow rather than on our profitability. As a result, we
may make cash distributions during periods when we record net losses, and we may not make cash distributions during periods when we record net income.

We may not be able to significantly increase our third-party revenue due to competition and other factors, which could limit our ability to grow and
may extend our dependence on Tesoro.
 
Our ability to increase our non-Tesoro third-party revenue is subject to numerous factors beyond our control, including competition from third parties and the
extent to which we have available capacity when third-party shippers require it. For example, to the extent we have available capacity on our High Plains
system, we may be unable to compete effectively with existing and future third-party crude oil gathering systems and trucking operations in the Williston
Basin. Our ability to obtain third-party customers on our High Plains system is also dependent on our ability to make inlet connections from and outlet
connections to third-party facilities and pipelines. If we are unable to do so, the throughput on our High Plains system will be limited to the demand from
Tesoro's North Dakota refinery and the availability of crude oil shipped to third-party destinations. Furthermore, to the extent that we have capacity at our
refined products terminals available for third-party volumes, competition from other existing or future refined products terminals owned by our competitors
may limit our ability to utilize this available capacity.

We can provide no assurance that we will be able to attract material third-party service opportunities. Our efforts to establish our reputation and attract new
unaffiliated customers may be adversely affected by our relationship with Tesoro, our desire to provide services pursuant to fee-based contracts and, with
respect to the High Plains system, Tesoro's operational requirements at its North Dakota refinery as we expect to continue to utilize substantially all of the
available capacity of the current High Plains system for transportation of crude oil to that refinery. Our potential customers may prefer to obtain services under
other forms of contractual arrangements under which we could be required to assume direct commodity exposure.

We may be unable to complete acquisitions on economically acceptable terms from Tesoro or third parties, or complete planned expansion of
existing assets and construction of new assets; if completed, such transactions may not result in revenue increases and may reduce our cash
flows or impair our ability to make distributions to unitholders.
 
The acquisition component of our growth strategy is based, in large part, on our expectation of ongoing divestitures of gathering, transportation and storage
assets by industry participants, including Tesoro. A material decrease in such divestitures would limit our opportunities for future acquisitions and could
adversely affect our ability to grow our operations and increase cash distributions to our unitholders. If we are unable to make acquisitions from Tesoro or
third parties, our future growth and ability to increase distributions will be limited. Even if we do consummate acquisitions that we believe will be accretive,
they may in fact result in a decrease in cash flow. Furthermore, if we consummate any future acquisitions, our capitalization and results of operations may
change significantly, and unitholders will not have the opportunity to evaluate the economic, financial and other relevant information that we will consider in
determining the application of these funds and other resources.
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Additionally, our growth strategy is dependent, in part, on our ability to expand existing assets and to construct additional assets. The construction of a new
pipeline or terminal or the expansion of an existing pipeline or terminal involves numerous regulatory, environmental, political and legal uncertainties, most of
which are beyond our control. If we undertake these projects, they may not be completed on schedule or at all or at the budgeted cost. Moreover, we may not
receive sufficient long-term contractual commitments from customers to provide the revenue needed to support such projects and we may be unable to negotiate
acceptable interconnection agreements with third-party pipelines to provide destinations for increased throughput. Even if we receive such commitments or
make such interconnections, we may not realize an increase in revenue for an extended period of time. We may also construct facilities to capture anticipated
future growth in production in a region in which such growth does not materialize, resulting in less than anticipated throughput and a failure to achieve our
expected investment return, which could adversely affect our results of operations and financial condition and our ability to make distributions to our
unitholders.
 
Our right of first offer to acquire certain of Tesoro's existing assets, including the pending acquisition of the Martinez Crude Oil Marine
Terminal, is subject to risks and uncertainty, and ultimately we may not acquire any of those assets.
 
Our omnibus agreement provides us with a right of first offer on certain of Tesoro's existing logistics assets for a period of ten years after the closing of our
initial public offering. The consummation and timing of any future acquisitions of these assets will depend upon, among other things, Tesoro's willingness to
offer these assets for sale, our ability to negotiate acceptable purchase agreements and commercial agreements with respect to the assets and our ability to obtain
financing on acceptable terms. We recently announced that we anticipate closing on the acquisition from Tesoro of the Martinez Crude Oil Marine Terminal in
Martinez, California, in the first half of 2012. We can offer no assurance that we will be able to successfully consummate the Martinez terminal transaction or
any other future acquisitions pursuant to our right of first offer, and Tesoro is under no obligation to accept any offer that we may choose to make. In
addition, certain of the assets covered by our right of first offer may require substantial capital expenditures in order to maintain compliance with applicable
regulatory requirements or otherwise make them suitable for our commercial needs. For these or a variety of other reasons, we may decide not to exercise our
right of first offer if and when any assets are offered for sale, and our decision will not be subject to unitholder approval. In addition, our right of first offer
may be terminated by Tesoro at any time after it no longer controls our general partner.

Tesoro may suspend, reduce or terminate its obligations under our commercial agreements and our operational services agreement in some
circumstances, which would have a material adverse effect on our financial condition, results of operations, cash flows and ability to make
distributions to unitholders.

Our commercial agreements and operational services agreement with Tesoro include provisions that permit Tesoro to suspend, reduce or terminate its
obligations under the applicable agreement if certain events occur. These events include a material breach of the agreement by us, Tesoro deciding to
permanently or indefinitely suspend refining operations at one or more of its refineries and certain force majeure events that would prevent us from performing
required services under the commercial agreements. Tesoro has the discretion to make such decisions notwithstanding the fact that they may significantly and
adversely affect us.

In the event of a force majeure event under the commercial agreements, Tesoro's and our obligations under these agreements will be proportionately reduced or
suspended to the extent that we are unable to perform. As defined in our commercial agreements and in the operational service agreement, force majeure events
include any acts or occurrences that prevent services from being performed under the applicable agreement, such as:
 

• acts of God, or fires, floods or storms;
• compliance with orders of courts or any governmental authority;
• explosions, wars, terrorist acts, riots, strikes, lockouts or other industrial disturbances;
• accidental disruption of service;
• breakdown of machinery, storage tanks or pipelines and inability to obtain or unavoidable delay in obtaining material or equipment; and
• similar events or circumstances, so long as such events or circumstances are beyond the service provider's reasonable control and could not have

been prevented by the service provider's due diligence.
 
Any of these events could result in our no longer being required to transport or distribute Tesoro's minimum throughput commitments on our pipelines or
terminals, respectively, and in Tesoro no longer being required to pay the full amount of fees that would have been associated with its minimum throughput
commitments. These actions could result in a reduction or suspension of Tesoro's obligations under one or more of our commercial agreements, which would
have a material adverse effect on our financial condition, results of operations, cash flows and ability to make distributions to unitholders.
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Our debt obligations and restrictions in our revolving credit facility and any future financing agreements could adversely affect our business,
financial condition, results of operations, ability to make distributions to our unitholders and the value of our units.
 
We are dependent upon the earnings and cash flow generated by our operations to meet our debt service obligations and to allow us to make cash distributions
to our unitholders.

Funds available for our operations, future business opportunities and distributions to unitholders will be reduced by that portion of our cash flow required to
make interest payments on our debt. Furthermore, the provisions of our revolving credit facility, and any other debt we incur, may restrict our ability to obtain
future financing and our ability to expand business activities or pursue attractive business opportunities. It may also restrict our flexibility in planning for,
and reacting to, changes in business conditions. For example, our revolving credit facility restricts our ability to, among other things:
 

• make certain cash distributions;
• incur certain indebtedness;
• create certain liens;
• make certain investments; and
• merge or sell all or substantially all of our assets.

These restrictions may limit our ability to make cash distributions to our unitholders. Our revolving credit facility also contains covenants requiring us to
maintain certain financial ratios.
 
If our operating results are not sufficient to service any future indebtedness, we will be forced to take actions such as reducing distributions, reducing or
delaying our business activities, investments or capital expenditures, selling assets or issuing equity. We may not be able to affect any of these actions on
satisfactory terms or at all. Furthermore, a failure to comply with the provisions of our revolving credit facility could result in an event of default, which could
enable our lenders to declare the outstanding principal of that debt, together with accrued interest, to be immediately due and payable. If we were unable to
repay the accelerated amounts, our lenders could proceed against the collateral granted to them to secure such debt. If the payment of our debt is accelerated,
defaults under any other debt instruments we may have could be triggered, and our assets may be insufficient to repay such debt in full. As a result, the
holders of our units could experience a partial or total loss of their investment.

Tesoro's indebtedness and credit ratings could adversely affect our business, credit rating, ability to obtain credit in the future and ability to make
cash distributions to unitholders.

Tesoro must devote a portion of its cash flows from operating activities to service its indebtedness, and therefore cash flows may not be available for use in
pursuing its growth strategy. The covenants contained in the agreements governing Tesoro's outstanding and future indebtedness may limit its ability to borrow
additional funds for development and make certain investments and may directly or indirectly impact our operations in a similar manner. Furthermore, in the
event that Tesoro were to default under certain of its debt obligations, there is a risk that Tesoro's creditors would attempt to assert claims against our assets
during the litigation of their claims against Tesoro. The defense of any such claims could be costly and could materially impact our financial condition, even
absent any adverse determination. In the event these claims were successful, our ability to meet our obligations to our creditors, make distributions and finance
our operations could be materially adversely affected.
 
Tesoro's long-term credit ratings are currently below investment grade. Although we do not have any indebtedness rated by any credit rating agency, we may
have rated debt in the future. Credit rating agencies will likely consider Tesoro's debt ratings when assigning ours because of Tesoro's ownership interest in us,
the significant commercial relationships between Tesoro and us, and our reliance on Tesoro for substantially all of our revenues. If one or more credit rating
agencies were to downgrade the outstanding indebtedness of Tesoro, we could experience an increase in our borrowing costs or difficulty accessing the capital
markets. Such a development could adversely affect our ability to grow our business and to make cash distributions to our unitholders.
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Increases in interest rates could adversely impact our unit price, our ability to issue equity or incur debt for acquisitions or other purposes, and
our ability to make cash distributions at our intended levels.
 
Interest rates may increase in the future. As a result, interest rates on our debt could be higher than current levels, causing our financing costs to increase
accordingly. As with other yield-oriented securities, our unit price will be impacted by our cash distributions and the implied distribution yield. The
distribution yield is often used by investors to compare and rank yield-oriented securities for investment decision-making purposes. Therefore, changes in
interest rates, either positive or negative, may affect the yield requirements of investors who invest in our units, and a rising interest rate environment could
have an adverse impact on our unit price and our ability to issue equity or incur debt for acquisitions or other purposes and to make cash distributions at our
intended levels.

Our assets and operations are subject to federal, state, and local laws and regulations relating to environmental protection and safety that could
require us to make substantial expenditures.
 
Our assets and operations involve the transportation and storage of crude oil and refined products, which is subject to increasingly stringent and frequently
changing federal, state and local laws and regulations governing the discharge of materials into the environment and operational safety matters. Our business
involves the risk that crude oil, refined products and other hydrocarbons may gradually or suddenly be released into the environment. We also own or lease a
number of properties that have been used to store or distribute crude oil and refined products for many years, and many of these properties have been operated
by third parties whose handling, disposal, or release of hydrocarbons and other wastes were not under our control. Our sites, including storage tanks, wharf
and dock operations, pipelines and facility loading racks are also subject to federal, state and local restrictions on air emissions. We may be required to
address the release of regulated substances into the environment or other conditions discovered in the future that require environmental response actions or
remediation. To the extent not covered by insurance or an indemnity, responding to such conditions may cause us to incur potentially material expenditures for
response actions, for government penalties, for claims for damages to natural resources, for personal injury or property damage claims from third parties and
for business interruption.
 
Transportation and storage of crude oil and refined products over water or proximate to navigable water bodies occurs at several of our facilities, including our
Anchorage and Vancouver facilities, both of which operate in closely monitored environmentally sensitive waters. Such activity involves inherent risks and
subjects us to the provisions of the OPA 90 and similar state environmental laws. To meet the requirements of these laws, we and Tesoro have contracted with
various spill response service companies in the areas in which we transport or store crude oil and refined products; however, these companies may not be able
to adequately contain a "worst case discharge", being a spill of up to 100,000 barrels of crude oil from an above ground storage tank adjacent to water, and we
cannot ensure that all of their services would be available for our or Tesoro's use at any given time. There are many factors that could inhibit the availability of
these service providers, including weather conditions, governmental regulations and other global events that they may be required to respond to by state or
federal ruling. In these and other cases, we may be subject to liability in connection with the discharge of crude oil or refined products into navigable waters.
 
Our business activities are subject to increasingly strict federal, state, and local laws and regulations that require our pipelines, terminals and storage facilities
to comply with various environmental, health and safety requirements regarding the design, installation, testing, construction, and operational management of
our facilities. While we do not anticipate material expenditures in excess of historical amounts in the absence of future acquisitions, or changes in regulation,
we could incur potentially significant additional expenses if any of our assets were found to be non-compliant. Additional proposals and proceedings that affect
the crude oil and refined products industry are regularly considered by Congress, as well as by state legislatures and federal and state regulatory commissions
and agencies and courts. New pipeline safety legislation requiring more stringent spill reporting and disclosure obligations providing for more stringent
oversight of pipelines and increased penalties for violations of safety rules recently became law. Any future environmental, health and safety requirements or
changed interpretations of existing requirements may impose more stringent requirements on our assets and operations, which may require us to incur
potentially material expenditures to ensure continued compliance. The violation of such requirements could subject us to the possibility of higher
administrative, civil or criminal penalties, the imposition of investigatory and remedial liabilities, and the issuance of injunctions that may limit our
operations, subject us to additional operational constraints or prevent or delay construction of additional facilities or equipment. Any of the foregoing could
have a material adverse effect on our business, financial condition, or results of operations.
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Climate change legislation or regulation reducing emissions of "greenhouse gases" could require us to incur significant costs or could result in
a decrease in demand for crude oil and refined products, which could adversely affect our business.
 
Currently, various legislative and regulatory measures to address greenhouse gas emissions are in various phases of discussion or implementation. These
include requirements effective January 2010 that require Tesoro's refineries to report emissions of greenhouse gases to the EPA, and proposed federal, state, and
regional initiatives that require, or could require, us and Tesoro to reduce greenhouse gas emissions from our facilities. Requiring reductions in greenhouse gas
emissions could cause us to incur substantial costs to (1) operate and maintain our facilities, (2) install new emission controls at our facilities and (3)
administer and manage any greenhouse gas emissions programs, including the acquisition or maintenance of emission credits or allowances. These
requirements may also adversely affect Tesoro's refinery operations and have an indirect adverse effect on our business, financial condition and results of our
operations.
 
In California, AB 32, created a statewide cap on greenhouse gas emissions and requires that the state return to 1990 emission levels by 2020. AB 32 focuses
on using market mechanisms, such as a cap-and-trade program and a low carbon fuel standard ("LCFS") to achieve emission reduction targets. Although a
court ruled the LCFS unconstitutional in January 2012, the California Air Resources Board has appealed the decision. The LCFS became effective in January
2010 and would have required a 10% reduction in the carbon intensity of gasoline and diesel fuel by 2020. Final regulations for all other aspects of AB 32,
including cap and trade requirements, are being developed by the California Air Resources Board ("CARB"), will take effect in 2012, and will be fully
implemented by 2020. We cannot predict the ultimate outcome of the court's ruling on the LCFS and the implementation and implications of AB 32 will take
many years to realize so we cannot currently predict AB 32's impact on our financial position, results of operations and liquidity.

Requiring a reduction in greenhouse gas emissions and the increased use of renewable fuels could also decrease demand for refined products, which could
have an indirect, but material, adverse effect on our business, financial condition and results of operations. For example, in 2010, the EPA promulgated a rule
establishing greenhouse gas emission standards for new-model passenger cars, light-duty trucks, and medium duty passenger vehicles. Also in 2010, the EPA
promulgated a rule establishing greenhouse gas emission thresholds for the permitting of certain stationary sources, which could require greenhouse emission
controls for those sources. These requirements could have an indirect adverse effect on our business due to reduced demand for crude oil and refined products,
and a direct adverse effect on our business from increased regulation of our facilities.

We rely upon certain critical information systems for the operation of our business, and the failure of any critical information system may result
in harm to our business.

We are heavily dependent on our technology infrastructure and maintain and rely upon certain critical information systems for the effective operation of our
business. These information systems include data network and telecommunications, internet access and our websites, and various computer hardware
equipment and software applications, including those that are critical to the safe operation of our pipelines and terminals. These information systems are
subject to damage or interruption from a number of potential sources including natural disasters, software viruses or other malware, power failures, cyber-
attacks and other events. To the extent that these information systems are under our control, we have implemented measures, such as virus protection
software, intrusion detection systems and emergency recovery processes to address the outlined risks. However, security measures for information systems
cannot be guaranteed to be failsafe. Any compromise of our data security or our inability to use or access these information systems at critical points in time
could unfavorably impact the timely and efficient operation of our business and subject us to additional costs and liabilities, which could adversely affect our
results of operations. Finally, federal legislation relating to cyber-security threats may be enacted that could impose additional requirements on our operations.
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The rates charged under our commercial agreements with Tesoro for transporting, terminalling and storing volumes on both our High Plains
system and at our terminals and for related ancillary services vary. Accordingly, the mix of rates applied to such throughput volumes and services
could impact the stability of our revenues. Additionally, if Tesoro satisfies only its minimum obligations under, or if we are unable to renew or
extend, the various commercial agreements we have with Tesoro, our ability to make distributions to our unitholders will be reduced.

Variances in rates applied under our commercial agreements could impact the stability of our revenues and thus the stability of our distributions to
unitholders. For example, we charge Tesoro for transporting crude oil under our High Plains Pipeline transportation services agreement pursuant to both
committed and uncommitted tariff rates that vary depending on the origin point on the system from which barrels are transported. Accordingly, while we
believe the agreement should provide us with a stable base of throughput volumes, our revenues generated on the High Plains system are subject to risks
relative to the mix of tariff rates applied to the volumes shipped by Tesoro. Should the agreement be invalidated for any reason, all intrastate volumes would be
shipped at the lower uncommitted tariff rate, thereby potentially lowering our revenues. Similarly, under our master terminalling services agreement, Tesoro is
obligated to throughput a minimum volume of refined products. However, the rates that we charge for the terminalling services, including for the provision of
ancillary services such as ethanol blending and additive injection, vary depending on both the service type and the terminal at which such services are
provided.

Our commercial agreements require Tesoro to provide us with minimum throughput volumes on our High Plains system and at our terminals, but Tesoro is
not obligated to use our services with respect to volumes of crude oil or refined products in excess of the minimum volume commitments. Nothing prohibits
Tesoro from utilizing third-party terminals to handle volumes of refined products above the minimum committed volumes. Our Los Angeles, Stockton and
Vancouver terminals, in particular, face competition for these incremental volumes where third-party terminals may be able to offer terminalling services at
more competitive rates or on a more reliable basis. If Tesoro had satisfied only its minimum volume commitments under those agreements during the past 12
months, we would not have been able to make the minimum quarterly distribution on all outstanding units. Our ability to make the minimum quarterly
distribution on all outstanding units requires that we transport additional volumes for Tesoro on our High Plains system, that we handle additional Tesoro
and/or third-party volumes at our terminals and that Tesoro's obligations under our commercial agreements are not suspended, reduced or terminated due to a
refinery shutdown or force majeure event. In addition, the terms of Tesoro's obligations under those agreements range from two to ten years. If Tesoro fails to
use our facilities and services after expiration of those agreements and we are unable to generate additional revenues from third parties, our ability to make cash
distributions to unitholders will be reduced.

    
If our interstate or intrastate tariffs are successfully challenged, we could be required to reduce our tariff rates, which would reduce our revenues
and our ability to make distributions to our unitholders.
 
Tesoro has agreed not to challenge, or to cause others to challenge or assist others in challenging, our tariffs in effect during the term of our High Plains Pipeline
transportation services agreement with Tesoro. This agreement does not prevent future shippers from challenging our tariffs and any related proration rules. At
the end of the term of the agreement, Tesoro will be free to challenge our tariffs in effect at that time. If any challenge were successful, Tesoro's minimum
volume commitment under our High Plains Pipeline transportation services agreement could be invalidated, and the intrastate volumes shipped on our High
Plains system would be at the lower uncommitted tariff rate. Successful challenges would reduce our revenues and our ability to make distributions to our
unitholders.

Rate regulation may not allow us to recover the full amount of increases in our costs.

Part of our High Plains system provides interstate service that is subject to regulation by the Federal Energy Regulatory Commission ("FERC"). Rates for
service on this part of our system are set using the FERC's tariff indexing methodology, which is subject to review every five years; the current methodology
will remain in place through June 30, 2016. The indexing methodology currently allows a pipeline to increase its rates by a percentage factor equal to the
change in the producer price index for finished goods plus 2.65%. If the index falls, we may be required to reduce rates if they exceed the new maximum
allowable rate. In addition, changes in the FERC inflationary index may not fully reflect actual increases in our costs.
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The FERC's indexing methodology could hamper our ability to recover our costs because: (1) the indexing methodology is tied to an inflation index; (2) it is not
based on pipeline-specific costs; and (3) it could later be changed so as to reduce a pipeline's recovery of costs. Any of the foregoing would adversely affect our
revenues and cash flow. However, current FERC regulations permit a pipeline to request a rate increase to reflect its actual cost increases if there is a
substantial divergence between the actual costs experienced by the pipeline and the rates resulting from the application of the FERC inflationary index such that
the rate at the index level would preclude the carrier from being able to charge a just and reasonable rate. Nonetheless, the FERC has the authority to limit our
ability to set interstate rates based on our costs, order us to reduce rates, require the payment of refunds or reparations to shippers, or any or all of these
actions, which could adversely affect our financial position, cash flows, and results of operations.

The balance of our High Plains system provides intrastate service that is subject to regulation by the North Dakota Public Service Commission ("NDPSC").
Similar to the FERC, the NDPSC could limit our ability to set rates based on our costs or could order us to reduce our rates and could require the payment of
refunds to shippers. Such regulation or a successful challenge to our intrastate pipeline rates could adversely affect our financial position, cash flows or
results of operations. Furthermore, although the NDPSC has not officially adopted the FERC indexing methodology, our existing intrastate tariffs have utilized
the FERC indexing methodology as a basis for annual tariff rate adjustment. If the FERC's or the NDPSC's ratemaking methodology changes, the new
methodology could also result in tariffs that generate lower revenues and cash flow and adversely affect our ability to make cash distributions to our
unitholders.

We believe the only transportation on our pipelines that is or will be subject to the jurisdiction of the FERC is the transportation specified in the tariff that we
have on file with the FERC. However, we cannot guarantee that the jurisdictional status of transportation on our pipelines and related facilities will remain
unchanged. Should circumstances change, then current non-FERC jurisdictional transportation could be found to be FERC-jurisdictional. In that case, the
FERC's ratemaking methodologies may limit our ability to set rates based on our actual costs, delay the use of rates that reflect increased costs, and subject us
to potentially burdensome and expensive operational, reporting and other requirements. In addition, the provisions of our High Plains Pipeline transportation
services agreement regarding our agreement to provide, and Tesoro's agreement to purchase, certain crude oil volume losses could be viewed as a preference to
Tesoro and could result in negation of that provision and possible penalties.
 
We do not operate the central control room for our High Plains system, and we may face higher costs associated with control room services in the
future.
 
The control room management functions for the pipelines in our High Plains system are performed under a control center services agreement with a third-party
operator that expires in December 2012 and continues year-to-year thereafter unless terminated by either party. Under our current control room contract, we are
liable for any losses resulting from actions of the third-party control room operations, unless such losses resulted from the gross negligence or willful
misconduct of the operator. If disputes arise over the operation of the control room, or if our operator fails to provide the services contracted under the
agreement, our business, results of operation, and financial condition could be adversely affected. Upon the expiration of our existing agreement in 2012, we
will be required to negotiate the renewal of the terms of this agreement, negotiate a similar arrangement with Tesoro or another third party or install our own
control room and hire and train personnel to operate this control room. We anticipate that the costs of these services under a negotiated renewal of our existing
agreement or a new similar agreement will increase relative to historical costs. Increased costs associated with control room operation services will decrease the
amount of cash available for distribution to unitholders to the extent we are not indemnified for these costs by Tesoro under our omnibus agreement.
 
We do not own all of the land on which our pipelines and terminals are located, which could result in disruptions to our operations.
 
We do not own all of the land on which our pipelines and terminals are located, but obtain the rights to construct and operate our pipelines on land owned by
third parties and governmental agencies for a specific period of time. Therefore, we are subject to the possibility of more burdensome terms and increased costs
to retain necessary land use if our leases and rights-of-way lapse or terminate or it is determined that we do not have valid leases or rights-of-way. Our loss of
these rights, through our inability to renew right-of-way contracts or otherwise, could have a material adverse effect on our business, results of operations,
financial condition and ability to make cash distributions to our unitholders.
 
We operate refined products terminals on property leased by us and Tesoro in Stockton, California (expiring in 2014 with options to renew), Vancouver,
Washington (expiring in 2016, with an option to renew) and Anchorage, Alaska (our lease with the Municipality of Anchorage expires in 2014) and we
sublease from Tesoro under a lease from the Alaska Railroad Corporation (expiring in 2016 with options to renew). There can be no guarantee we will be able
to renew these leases on satisfactory terms or at all.
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Any reduction in the capacity of, or the allocations to, our shippers in interconnecting, third-party pipelines could cause a reduction of volumes
distributed through our High Plains system, through our terminals and through our short-haul pipelines.
 
Tesoro is dependent upon connections to third-party pipelines to transport third-party volumes of Bakken crude oil into or out of our High Plains system,
refined products to certain of our terminals and ship crude oil and refined products through our short-haul pipelines. Any reduction of capacities of these
interconnecting pipelines due to proration, testing, line repair, reduced operating pressures or other causes could result in reduced volumes of crude oil or
refined products moved through our assets. Any significant reduction in volumes would adversely affect our revenues and cash flow and our ability to make
distributions to our unitholders.

RISKS RELATING TO OUR PARTNERSHIP STRUCTURE
 
Tesoro owns our general partner, which has sole responsibility for conducting our business and managing our operations. Our general partner
has limited fiduciary duties and it and its affiliates, including Tesoro, may have conflicts of interest with us and they may favor their own interests
to the detriment of us and our common unitholders.

Tesoro and its affiliates own a 2.0% general partner interest and a 50.0% limited partner interest in us and own and control our general partner. Although our
general partner has a fiduciary duty to manage us in a manner that is beneficial to us and our unitholders, the directors and officers of our general partner have
a fiduciary duty to manage our general partner in the manner that is beneficial to its owner, Tesoro. Conflicts of interest may arise between Tesoro and its
affiliates, including our general partner, on the one hand, and us and our unitholders, on the other hand. In resolving these conflicts, the general partner may
favor its own interests and the interests of its affiliates, including Tesoro, over the interests of our common unitholders. These conflicts include the following
situations:

• Neither our partnership agreement nor any other agreement requires Tesoro to pursue a business strategy that favors us or utilizes our assets, which
could involve decisions by Tesoro to increase or decrease refinery production, connect our High Plains system to third-party delivery points, shut
down or reconfigure a refinery, or pursue and grow particular markets. Tesoro's directors and officers have a fiduciary duty to make these decisions
in the best interests of the stockholders of Tesoro;

• Tesoro, as our primary customer, has an economic incentive to cause us to not seek higher tariff rates, trucking fees or terminalling fees, even if
such higher rates or fees would reflect rates and fees that could be obtained in arm's-length, third-party transactions;

• Tesoro may be constrained by the terms of its debt instruments from taking actions, or refraining from taking actions, that may be in our best
interests;

• Due to operational requirements at Tesoro's North Dakota refinery, Tesoro has an incentive to limit third-party volumes on our High Plains system,
which may limit our ability to generate third-party revenue with that asset;

• Our general partner has limited its liability and reduced its fiduciary duties, while also restricting the remedies available to our unitholders for actions
that, without the limitations, might constitute breaches of fiduciary duty;

• Except in limited circumstances, our general partner has the power and authority to conduct our business without unitholder approval;
• Our general partner determines the amount and timing of asset purchases and sales, borrowings, issuance of additional partnership securities and the

creation, reduction or increase of cash reserves, each of which can affect the amount of cash that is distributed to our unitholders;
• Our general partner determines the amount and timing of many of our cash expenditures and whether a cash expenditure is classified as an expansion

capital expenditure, which does not reduce operating surplus. This determination can affect the amount of cash that is distributed to our unitholders
and to our general partner, the amount of adjusted operating surplus in any given period and the ability of the subordinated units to convert into
common units;

• Our general partner determines which costs incurred by it are reimbursable by us;
• Our general partner may cause us to borrow funds in order to permit the payment of cash distributions, even if the purpose or effect of the borrowing

is to make a distribution on the subordinated units, to make incentive distributions or to accelerate the expiration of the subordination period;
• Our partnership agreement permits us to classify up to $30.0 million as operating surplus, even if it is generated from asset sales, non-working

capital borrowings or other sources that would otherwise constitute capital surplus. This cash may be used to fund distributions on our subordinated
units or to our general partner in respect of the general partner interest or the incentive distribution rights;

• Our partnership agreement does not restrict our general partner from causing us to pay it or its affiliates for any services rendered to us or entering
into additional contractual arrangements with any of these entities on our behalf;

• Our general partner intends to limit its liability regarding our contractual and other obligations;
• Our general partner may exercise its right to call and purchase all of the common units not owned by it and its affiliates
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if it and its affiliates own more than 75% of the common units;
• Our general partner controls the enforcement of obligations owed to us by our general partner and its affiliates, including our commercial agreements

with Tesoro;
• Our general partner decides whether to retain separate counsel, accountants, or others to perform services for us; and
• Our general partner may elect to cause us to issue common units to it in connection with a resetting of the target distribution levels related to our

general partner's incentive distribution rights without the approval of the conflicts committee of the board of directors of our general partner, which
we refer to as our conflicts committee, or our unitholders. This election may result in lower distributions to our common unitholders in certain
situations.

Under the terms of our partnership agreement, the doctrine of corporate opportunity, or any analogous doctrine, does not apply to our general partner or any of
its affiliates, including its executive officers, directors and owners. Other than as provided in our omnibus agreement with Tesoro, any such person or entity
that becomes aware of a potential transaction, agreement, arrangement or other matter that may be an opportunity for us will not have any duty to communicate
or offer such opportunity to us. Any such person or entity will not be liable to us or to any limited partner for breach of any fiduciary duty or other duty by
reason of the fact that such person or entity pursues or acquires such opportunity for itself, directs such opportunity to another person or entity or does not
communicate such opportunity or information to us. This may create actual and potential conflicts of interest between us and affiliates of our general partner
and result in less than favorable treatment of us and our unitholders.

Our partnership agreement requires that we distribute all of our available cash, which could limit our ability to grow and make acquisitions, while
cost reimbursements and fees due our general partner and its affiliates for services provided will be substantial and will reduce our cash available
for distribution to unitholders. Our general partner's discretion in establishing cash reserves may also reduce the amount of cash available for
distribution to unitholders.

We expect that we will distribute all of our available cash to our unitholders and will rely primarily upon external financing sources, including commercial
bank borrowings and the issuance of debt and equity securities, to fund our acquisitions and expansion capital expenditures. As a result, to the extent we are
unable to finance growth externally, our cash distribution policy will significantly impair our ability to grow. To the extent we issue additional units in
connection with any acquisitions or expansion capital expenditures, the payment of distributions on those additional units may increase the risk that we will
be unable to maintain or increase our per unit distribution level. The incurrence of additional commercial borrowings or other debt to finance our growth
strategy would result in increased interest expense, which, in turn, may impact the available cash that we have to distribute to our unitholders.

Additionally, under our partnership agreement, we are required to reimburse our general partner and its affiliates for all costs and expenses that they incur on
our behalf for managing and controlling our business and operations. Except to the extent specified under our omnibus agreement or our operational services
agreement, our general partner determines the amount of these expenses. Under the terms of the omnibus agreement we are required to pay Tesoro an annual
corporate services fee, currently $2.5 million, for the provision of various centralized corporate services. Under the terms of our operational services
agreement, we pay Tesoro an annual service fee, currently $0.3 million, for services performed by certain of Tesoro's field-level employees at our Mandan
terminal and Salt Lake City storage facility, and we reimburse Tesoro for any direct costs actually incurred by Tesoro in providing other operational services
with respect to our other assets and operations. Our general partner and its affiliates also may provide us other services for which we will be charged fees as
determined by our general partner. Payments to our general partner and its affiliates are substantial and will reduce the amount of available cash for
distribution to unitholders.

The partnership agreement requires our general partner to deduct from operating surplus cash reserves that it determines are necessary to fund our future
operating expenditures. In addition, the partnership agreement permits the general partner to reduce available cash by establishing cash reserves for the proper
conduct of our business, to comply with applicable law or agreements to which we are a party, or to provide funds for future distributions to partners. These
cash reserves will affect the amount of cash available for distribution to unitholders.

Our partnership agreement limits our general partner's fiduciary duties to holders of our common and subordinated units and restricts the
remedies available to unitholders for actions taken by our general partner that might otherwise constitute breaches of duty.

Our partnership agreement contains provisions that modify and reduce the fiduciary standards to which our general partner would otherwise be held by state
fiduciary duty law. For example, our partnership agreement permits our general partner to make a number of decisions in its individual capacity, as opposed
to in its capacity as our general partner, or otherwise free of fiduciary duties to us and our unitholders.
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Additionally, our partnership agreement contains provisions that restrict the remedies available to unitholders for actions taken by our general partner that
might otherwise constitute breaches of fiduciary duty under state fiduciary duty law.

For example, our partnership agreement:
 

• provides that whenever our general partner makes a determination or takes, or declines to take, any other action in its capacity as our general partner,
our general partner is required to make such determination, or take or decline to take such other action, in good faith, and will not be subject to any
other or different standard imposed by our partnership agreement, Delaware law, or any other law, rule or regulation, or at equity;

• provides that our general partner will not have any liability to us or our unitholders for decisions made in its capacity as a general partner so long as
it acted in good faith, which requires that it believed that the decision was in, or not opposed to, the best interest of our partnership;

• provides that our general partner and its officers and directors will not be liable for monetary damages to us or our limited partners resulting from
any act or omission unless there has been a final and nonappealable judgment entered by a court of competent jurisdiction determining that our
general partner or its officers and directors, as the case may be, acted in bad faith or engaged in fraud or willful misconduct or, in the case of a
criminal matter, acted with knowledge that the conduct was criminal;

• provides that our general partner will not be in breach of its obligations under the partnership agreement or its fiduciary duties to us or our limited
partners if a transaction with an affiliate or the resolution of a conflict of interest is not approved by our conflicts committee or approved by a vote of
a majority of outstanding common units, but is entered into in good faith by our general partner and is on terms no less favorable to us than those
generally being provided to or available from unrelated third parties or "fair and reasonable" to us, taking into account the totality of the relationships
among the parties involved; and

• provides that in resolving conflicts of interest, it is presumed that in making its decision the general partner acted in good faith and in any proceeding
brought by or on behalf of any limited partner or us, the person bringing or prosecuting such proceeding will have the burden of overcoming such
presumption.

By purchasing a common unit, a unitholder is treated as having consented to the provisions in the partnership agreement, including the provisions discussed
above.

Unitholders have very limited voting rights and, even if they are dissatisfied, they cannot remove our general partner without its consent.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting our business and, therefore, limited
ability to influence management's decisions regarding our business. The board of directors of our general partner is chosen by the members of our general
partner. Tesoro Corporation is currently the sole member of our general partner. Furthermore, if the unitholders are dissatisfied with the performance of our
general partner, they will have little ability to remove our general partner. The vote of the holders of at least 66 2/3% of all outstanding common units and
subordinated units voting together as a single class is required to remove our general partner. Our general partner and its affiliates currently own approximately
50% of our outstanding common and subordinated units, and as a result, our public unitholders cannot remove our general partner without its consent. As a
result of these limitations, the price at which our common units will trade could be diminished because of the absence or reduction of a takeover premium in
the trading price.

Unitholders' voting rights are further restricted by the partnership agreement provision providing that any units held by a person that owns 20% or more of
any class of units then outstanding, other than our general partner, its affiliates, their transferees, and persons who acquired such units with the prior
approval of the board of directors of our general partner, cannot vote on any matter.

Our partnership agreement also contains provisions limiting the ability of unitholders to call meetings or to acquire information about our operations, as well
as other provisions limiting the unitholders' ability to influence the manner or direction of management.

Our general partner interest, the control of our general partner or the incentive distribution rights of our general partner may be transferred to a
third party without unitholder consent.

Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or substantially all of its assets without the consent of
the unitholders. Furthermore, there is no restriction in the partnership agreement on the ability of Tesoro to transfer its membership interest in our general
partner to a third party. The new partners of our general partner would then be in a position to replace the board of directors and officers of our general partner
with their own choices and to control the decisions taken by the board of directors and officers.
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Additionally, our general partner may transfer its incentive distribution rights to a third party at any time without the consent of our unitholders. If our general
partner transfers its incentive distribution rights to a third party but retains its general partner interest, our general partner may not have the same incentive to
grow our partnership and increase quarterly distributions to unitholders over time as it would if it had retained ownership of its incentive distribution rights.
Such a transfer could reduce the likelihood of Tesoro accepting offers made by us relating to assets subject to the right of first offer contained in our omnibus
agreement, as Tesoro would have less of an economic incentive to grow our business, which in turn would impact our ability to grow our asset base.

We may issue additional units without unitholder approval, which would dilute unitholder interests.

At any time, we may issue an unlimited number of limited partner interests of any type without the approval of our unitholders. Further, neither our
partnership agreement nor our revolving credit facility prohibits the issuance of equity securities that may effectively rank senior to our common units. The
issuance by us of additional common units or other equity securities of equal or senior rank will have the following effects:

• our unitholders' proportionate ownership interest in us will decrease;
• the amount of cash available for distribution on each unit may decrease;
• because a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the payment of the minimum quarterly

distribution will be borne by our common unitholders will increase;
• the relative voting strength of each previously outstanding unit may be diminished; and
• the market price of our common units may decline.

Tesoro may sell units in the public or private markets, and such sales could have an adverse impact on the trading price of the common units.

Tesoro holds 304,890 common units and 15,254,890 subordinated units. All of the subordinated units will convert into common units at the end of the
subordination period and may convert earlier under certain circumstances. Additionally, we have agreed to provide Tesoro with certain registration rights. The
sale of these units in the public or private markets could have an adverse impact on the price of the common units or on any trading market that may develop.

Affiliates of our general partner, including Tesoro, may compete with us.

While our relationship with Tesoro is a significant attribute, Tesoro and its affiliates are not restricted from competing with us. Under our omnibus agreement,
Tesoro and its affiliates do not engage in, whether by acquisition or otherwise, the business of owning or operating crude oil or refined products pipelines,
terminals or storage facilities in the United States that are not within, directly connected to, substantially dedicated to, or otherwise an integral part of, any
refinery owned, acquired or constructed by Tesoro. This restriction, however, does not apply to:

• any assets that were owned by Tesoro at the closing of our initial public offering (including replacements or expansions of those assets);
• any assets acquired or constructed by Tesoro to replace one of our assets that no longer provides services to Tesoro due to the occurrence of a force

majeure event under one of our commercial agreements with Tesoro that prevents us from providing services under such agreement;
• any asset or business that Tesoro acquires or constructs that has a fair market value of less than $5.0 million; and
• any asset or business that Tesoro acquires or constructs that has a fair market value of $5.0 million or more if we have been offered the opportunity

to purchase the asset or business for fair market value not later than six months after completion of such acquisition or construction, and we decline
to do so.

As a result, Tesoro has the ability to construct assets which directly compete with our assets so long as they are integral to a refinery owned by Tesoro. The
limitations on the ability of Tesoro to compete with us are terminable by either party if Tesoro ceases to control our general partner.

Our general partner may cause us to borrow funds in order to make cash distributions, even where the purpose or effect of the borrowing
benefits the general partner or its affiliates.

In some instances, our general partner may cause us to borrow funds from Tesoro or from third parties in order to permit the payment of cash distributions.
These borrowings are permitted even if the purpose and effect of the borrowing is to enable us to make a distribution on the subordinated units, to make
incentive distributions or to hasten the expiration of the subordination period.
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Our general partner has a limited call right that may require unitholders to sell their common units at an undesirable time or price.

If at any time our general partner and its affiliates own more than 75% of our common units, our general partner will have the right, but not the obligation,
which it may assign to any of its affiliates or to us, to acquire all, but not less than all, of the common units held by unaffiliated persons at a price not less
than their then-current market price. As a result, unitholders may be required to sell their common units at an undesirable time or price and may not receive
any return on their investment. They may also incur a tax liability upon a sale of their units.

Unitholders' liability may not be limited if a court finds that unitholder action constitutes control of our business.

A general partner of a partnership generally has unlimited liability for the obligations of the partnership, except for those contractual obligations of the
partnership that are expressly made without recourse to the general partner. Our partnership is organized under Delaware law, and we conduct business in a
number of other states. The limitations on the liability of holders of limited partner interests for the obligations of a limited partnership have not been clearly
established in some jurisdictions. The unitholder could be liable for our obligations as if he were a general partner if a court or government agency were to
determine that:

• we were conducting business in a state but had not complied with that particular state's partnership statute; or
• his right to act with other unitholders to remove or replace the general partner, to approve some amendments to our partnership agreement or to take

other actions under our partnership agreement constitute "control" of our business.

Unitholders may have liability to repay distributions that were wrongfully distributed to them.

Under certain circumstances, unitholders may have to repay amounts wrongfully returned or distributed to them. Under Section 17-607 of the Delaware
Revised Uniform Limited Partnership Act, we may not make a distribution to unitholders if the distribution would cause our liabilities to exceed the fair value
of our assets. Delaware law provides that for a period of three years from the date of the impermissible distribution, limited partners who received the
distribution and who knew at the time of the distribution that it violated Delaware law will be liable to the limited partnership for the distribution amount.
Transferees of common units are liable for the obligations of the transferor to make contributions to the partnership that are known to the transferee at the time
of the transfer and for unknown obligations if the liabilities could be determined from the partnership agreement. Liabilities to partners on account of their
partnership interest and liabilities that are non-recourse to the partnership are not counted for purposes of determining whether a distribution is permitted.

Our general partner, or any transferee holding incentive distribution rights, may elect to cause us to issue common units and general partner
units to it in connection with a resetting of the target distribution levels related to its incentive distribution rights, without the approval of our
conflicts committee or the holders of our common units. This could result in lower distributions to holders of our common units.

Our general partner, or a transferee who receives our general partner's incentive distribution rights, has the right, at any time when there are no subordinated
units outstanding and it has received distributions on its incentive distribution rights at the highest level to which it is entitled ( 48.0%, in addition to
distributions paid on its 2.0% general partner interest) for each of the prior four consecutive fiscal quarters, to reset the initial target distribution levels at higher
levels based on our distributions at the time of the exercise of the reset election. Following a reset election, the minimum quarterly distribution will be adjusted
to equal the reset minimum quarterly distribution, and the target distribution levels will be reset to correspondingly higher levels based on percentage increases
above the reset minimum quarterly distribution.

If our general partner elects to reset the target distribution levels, it will be entitled to receive additional common units and general partner units. We anticipate
that our general partner would exercise this reset right in order to facilitate acquisitions or internal growth projects that would not be sufficiently accretive to
cash distributions per common unit without such conversion. It is possible, however, that our general partner could exercise this reset election at a time when it
is experiencing, or expects to experience, declines in the cash distributions it receives related to its incentive distribution rights and may, therefore, desire to be
issued common units rather than retain the right to receive distributions based on the initial target distribution levels. This risk could be elevated if our
incentive distribution rights have been transferred to a third party. As a result, a reset election may cause our common unitholders to experience a reduction in
the amount of cash distributions that they would have otherwise received had we not issued new common units and general partner units in connection with
resetting the target distribution levels.
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Our unitholders who fail to furnish certain information requested by our general partner or who our general partner, upon receipt of such
information, determines are not eligible citizens may not be entitled to receive distributions in kind upon our liquidation and their common units
will be subject to redemption.

Our general partner may require each limited partner to furnish information about his nationality, citizenship or related status. If a limited partner fails to
furnish information about his nationality, citizenship or other related status within 30 days after a request for the information or our general partner determines
after receipt of the information that the limited partner is not an eligible U.S. citizen, the limited partner may be treated as a non-citizen assignee. A non-citizen
assignee does not have the right to direct the voting of his units and may not receive distributions in kind upon our liquidation. Furthermore, we have the right
to redeem all of the common units and subordinated units of any holder that is not an eligible citizen or fails to furnish the requested information. The
redemption price will be paid in cash or by delivery of a promissory note, as determined by our general partner.

Common units held by persons who are non-taxpaying assignees will be subject to the possibility of redemption.

To avoid any adverse effect on the maximum applicable rates chargeable to customers by us under FERC regulations, or in order to reverse an adverse
determination that has occurred regarding such maximum rate, our partnership agreement gives our general partner the power to amend the agreement. If our
general partner determines that we are not being treated as an association taxable as a corporation or otherwise taxable as an entity for U.S. federal income tax
purposes, coupled with the tax status (or lack of proof thereof) of one or more of our limited partners, has, or is reasonably likely to have, a material adverse
effect on the maximum applicable rates chargeable to customers by us, then our general partner may adopt such amendments to our partnership agreement as it
determines are necessary or advisable to obtain proof of the U.S. federal income tax status of our limited partners (and their owners, to the extent relevant) and
permit us to redeem the units held by any person whose tax status has or is reasonably likely to have a material adverse effect on the maximum applicable
rates or who fails to comply with the procedures instituted by our general partner to obtain proof of the U.S. federal income tax status.

The New York Stock Exchange ("NYSE") does not require a publicly traded limited partnership like us to comply with certain of its corporate
governance requirements.

Because we are a publicly traded limited partnership, the NYSE does not require us to have a majority of independent directors on our general partner's board
of directors or to establish a compensation committee or a nominating and corporate governance committee. Accordingly, unitholders will not have the same
protections afforded to certain corporations that are subject to all of the NYSE corporate governance requirements.

TAX RISKS TO COMMON UNITHOLDERS

Our tax treatment depends on our status as a partnership for federal and state income tax purposes. If the Internal Revenue Service ("IRS")
were to treat us as a corporation for federal income tax purposes, which would subject us to entity-level taxation, or if we were subjected to a
material amount of additional entity-level taxation by individual states, then our cash available for distribution to our unitholders would be
substantially reduced.

The anticipated after-tax economic benefit of an investment in the common units depends largely on our being treated as a partnership for federal income tax
purposes. We have not requested, and do not plan to request, a ruling from the IRS on this or any other tax matter affecting us.

Despite the fact that we are a limited partnership under Delaware law, it is possible in certain circumstances for a partnership such as ours to be treated as a
corporation for federal income tax purposes. Although we do not believe based upon our current operations that we are or will be so treated, a change in our
business or a change in current law could cause us to be treated as a corporation for federal income tax purposes or otherwise subject us to taxation as an entity.

If we were treated as a corporation for federal income tax purposes, we would pay federal income tax on our taxable income at the corporate tax rate, which is
currently a maximum of 35%, and would likely pay state and local income tax at varying rates. Distributions would generally be taxed again as corporate
dividends (to the extent of our current and accumulated earnings and profits), and no income, gains, losses, deductions, or credits would flow through to
unitholders. Because a tax would be imposed upon us as a corporation, our cash available for distribution to unitholders would be substantially reduced.
Therefore, if we were treated as a corporation for federal income tax purposes, there would be material reduction in the anticipated cash flow and after-tax
return to our unitholders, likely causing a substantial reduction in the value of our common units.
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Additionally, changes in current state law may subject us to additional entity-level taxation by individual states. Because of widespread state budget deficits
and other reasons, several states are evaluating ways to subject partnerships to entity-level taxation through the imposition of state income, franchise and other
forms of taxation. Imposition of any such taxes may substantially reduce the cash available for distribution to unitholders.

Our partnership agreement provides that, if a law is enacted or existing law is modified or interpreted in a manner that subjects us to taxation as a corporation
or otherwise subjects us to entity-level taxation for federal, state or local income tax purposes, the minimum quarterly distribution amount and the target
distribution amounts may be adjusted to reflect the impact of that law on us.

The tax treatment of publicly traded partnerships or an investment in our common units could be subject to potential legislative, judicial or
administrative changes and differing interpretations, possibly on a retroactive basis.

The present federal income tax treatment of publicly traded partnerships, including us, or an investment in our common units may be modified by
administrative, legislative or judicial interpretation at any time. Recently, members of the U.S. Congress have considered substantive changes to the existing
federal income tax laws that affect certain publicly traded partnerships, which, if enacted, may be applied retroactively. Although we are unable to predict
whether any of these changes or any other proposals will ultimately be enacted, any such changes could negatively impact the value of an investment in our
common units.

Our unitholders' share of our income will be taxable to them for federal income tax purposes even if they do not receive any cash distributions
from us.

Because a unitholder will be treated as a partner to whom we will allocate taxable income, which could be different in amount than the cash we distribute, a
unitholder's allocable share of our taxable income will be taxable to it, which may require the payment of federal income taxes and, in some cases, state and
local income taxes, on its share of our taxable income even if it receives no cash distributions from us. Our unitholders may not receive cash distributions
from us equal to their share of our taxable income or even equal to the actual tax liability that results from that income.

If the IRS contests the federal income tax positions we take, the market for our common units may be adversely impacted and the cost of any IRS
contest will reduce our cash available for distribution to our unitholders.

We have not requested a ruling from the IRS with respect to our treatment as a partnership for federal income tax purposes. The IRS may adopt positions that
differ from the positions we take, and the IRS's positions may ultimately be sustained. It may be necessary to resort to administrative or court proceedings to
sustain some or all of the positions we take and such positions may not ultimately be sustained. Any contest with the IRS, and the outcome of any IRS
contest, may have a materially adverse impact on the market for our common units and the price at which they trade. In addition, our costs of any contest
with the IRS will be borne indirectly by our unitholders and our general partner because the costs will reduce our cash available for distribution.

Tax gain or loss on the disposition of our common units could be more or less than expected.

If a unitholder sells common units, he will recognize a gain or loss for federal income tax purposes equal to the difference between the amount realized and his
tax basis in those common units. Because distributions in excess of his allocable share of our net taxable income decrease his tax basis in his common units,
the amount, if any, of such prior excess distributions with respect to the common units he sells will, in effect, become taxable income to him if he sells such
common units at a price greater than his tax basis in those common units, even if the price he receives is less than his original cost. Furthermore, a substantial
portion of the amount realized on any sale of common units, whether or not representing gain, may be taxed as ordinary income due to potential recapture
items, including depreciation recapture. In addition, if the partnership has nonrecourse liabilities, the amount realized includes a unitholder's share of our
nonrecourse liabilities. In that case, if he sells his common units, he may incur a tax liability in excess of the amount of cash he receives from the sale.
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Tax-exempt entities and non-U.S. persons face unique tax issues from owning our common units that may result in adverse tax consequences to
them.

Investment in common units by tax-exempt entities, such as employee benefit plans and individual retirement accounts (known as IRAs), and non-U.S.
persons raises issues unique to them. For example, virtually all of our income allocated to organizations that are exempt from federal income tax, including
IRAs and other retirement plans, will be unrelated business taxable income and will be taxable to them. Distributions to non-U.S. persons will be reduced by
withholding taxes at the highest applicable effective tax rate, and non-U.S. persons will be required to file federal income tax returns and pay tax on their share
of our taxable income. A tax-exempt entity or a non-U.S. person should consult a tax advisor before investing in our common units.

We treat each purchaser of common units as having the same tax benefits without regard to the actual common units purchased. The IRS may
challenge this treatment, which could adversely affect the value of the common units.

Because we cannot match transferors and transferees of common units and because of other reasons, we adopt depreciation and amortization positions that
may not conform to all aspects of existing U.S. Treasury Regulations ("Treasury Regulations"). A successful IRS challenge to those positions could adversely
affect the amount of tax benefits available. It also could affect the timing of these tax benefits or the amount of taxable income from the sale of common units
and could have a negative impact on the value of our common units.

We prorate our items of income, gain, loss and deduction for federal income tax purposes between transferors and transferees of our units each
month based upon the ownership of our units on the first day of each month, instead of on the basis of the date a particular unit is transferred.
The IRS may challenge this treatment, which could change the allocation of items of income, gain, loss and deduction among our unitholders.

We prorate our items of income, gain, loss and deduction for federal income tax purposes between transferors and transferees of our units each month based
upon the ownership of our units on the first day of each month, instead of on the basis of the date a particular unit is transferred. The use of this proration
method may not be permitted under existing Treasury Regulations. If the IRS were to challenge this method or new Treasury regulations were issued, we may
be required to change the allocation of items of income, gain, loss and deduction among our unitholders.

A unitholder whose common units are loaned to a "short seller" to effect a short sale of common units may be considered as having disposed of
those common units. If so, he would no longer be treated for federal income tax purposes as a partner with respect to those common units during
the period of the loan and may recognize gain or loss from the disposition.

Because a unitholder whose common units are loaned to a "short seller" to effect a short sale of common units may be considered as having disposed of the
loaned common units, he may no longer be treated for federal income tax purposes as a partner with respect to those common units during the period of the
loan to the short seller and the unitholder may recognize gain or loss from such disposition. Moreover, during the period of the loan to the short seller, any of
our income, gain, loss or deduction with respect to those common units may not be reportable by the unitholder and any cash distributions received by the
unitholder as to those common units could be fully taxable as ordinary income. Our unitholders desiring to assure their status as partners and avoid the risk
of gain recognition from a loan to a short seller are urged to consult a tax advisor to discuss whether it is advisable to modify any applicable brokerage account
agreements to prohibit their brokers from loaning their common units.

We will adopt certain valuation methodologies and monthly conventions for federal income tax purposes that may result in a shift of income, gain,
loss and deduction between our general partner and our unitholders. The IRS may challenge this treatment, which could adversely affect the
value of the common units.

When we issue additional units or engage in certain other transactions, we will determine the fair market value of our assets and allocate any unrealized gain or
loss attributable to our assets to the capital accounts of our unitholders and our general partner. Our methodology may be viewed as understating the value of
our assets. In that case, there may be a shift of income, gain, loss and deduction between certain unitholders and our general partner, which may be
unfavorable to such unitholders. Moreover, under our valuation methods, subsequent purchasers of common units may have a greater portion of their Internal
Revenue Code Section 743(b) adjustment allocated to our tangible assets and a lesser portion allocated to our intangible assets. The IRS may challenge our
valuation methods, or our allocation of the Section 743(b) adjustment attributable to our tangible and intangible assets, and allocations of taxable income, gain,
loss and deduction between our general partner and certain of our unitholders.
A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or loss being allocated to our unitholders. It also
could affect the amount of taxable gain from our unitholders' sale of common units and could have a negative impact on the value of the common units or
result in audit adjustments to our unitholders' tax returns without the benefit of additional deductions.

35



Table of Contents

The sale or exchange of 50% or more of our capital and profits interests during any 12-month period will result in the termination of our
partnership for federal income tax purposes.

We will be considered to have technically terminated our partnership for federal income tax purposes if there is a sale or exchange of 50% or more of the total
interests in our capital and profits within a 12-month period. For purposes of determining whether the 50% threshold has been met, multiple sales of the same
interest will be counted only once. Our technical termination would, among other things, result in the closing of our taxable year for all unitholders, which
would result in us filing two tax returns (and our unitholders could receive two Schedules K-1 if relief was not available, as described below) for one fiscal
year and could result in a deferral of depreciation deductions allowable in computing our taxable income. In the case of a unitholder reporting on a taxable year
other than a fiscal year ending December 31, the closing of our taxable year may also result in more than 12 months of our taxable income or loss being
includable in his taxable income for the year of termination. Our termination currently would not affect our classification as a partnership for federal income
tax purposes, but instead we would be treated as a new partnership for tax purposes. If treated as a new partnership, we must make new tax elections and
could be subject to penalties if we are unable to determine that a termination occurred. The IRS has recently announced a publicly traded partnership technical
termination relief program whereby, if a publicly traded partnership that technically terminated requests publicly traded partnership technical termination relief
and such relief is granted by the IRS, among other things, the partnership will only have to provide one Schedule K-1 to unitholders for the year
notwithstanding two partnership tax years.

As a result of investing in our common units, unitholders may become subject to state and local taxes and return filing requirements in
jurisdictions where we operate or own or acquire properties.

In addition to federal income taxes, our unitholders will likely be subject to other taxes, including state and local taxes, unincorporated business taxes and
estate, inheritance or intangible taxes that are imposed by the various jurisdictions in which we conduct business or control property now or in the future, even
if they do not live in any of those jurisdictions. Our unitholders will likely be required to file state and local income tax returns and pay state and local income
taxes in some or all of these various jurisdictions. Further, our unitholders may be subject to penalties for failure to comply with those requirements. We
initially expect to conduct business in Alaska, California, Colorado, Idaho, Montana, North Dakota, Texas, Utah and Washington. Many of these states
currently impose a personal income tax on individuals. As we make acquisitions or expand our business, we may control assets or conduct business in
additional states that impose a personal income tax. It is the unitholder's responsibility to file all federal, state and local tax returns.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

None.

ITEM 3.  LEGAL PROCEEDINGS

Although the Partnership may, from time to time, be involved in litigation and claims arising out of our operations in the normal course of business, we do not
believe that we are a party to any litigation that will have a material adverse impact on our financial condition, results of operations or statements of cash
flows. We are not aware of any significant legal or governmental proceedings against us, or contemplated to be brought against us.

ITEM 4.  MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5.  MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER  MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

PERFORMANCE GRAPH

The following performance graph and related information will not be deemed  "soliciting material" or to be "filed" with the Securities and Exchange
Commission, nor will such information be incorporated by reference into any future filing under  the Securities Act of 1933 or Securities Exchange Act
of 1934, each as amended,  except to the extent that Tesoro Logistics LP ("the Partnership" or "TLLP") specifically incorporates it by reference into
such filing.

The performance graph below compares the cumulative total return of our common units to the cumulative total return of the S&P 500 Composite Index and a
composite peer group (the "Peer Group") of twelve companies including:

 Targa Resources Partners LP  Global Partners LP
 NuStar Energy L.P.  Holly Energy Partners, L.P.
 Martin Midstream Partners L.P.  Buckeye Partners L.P.
 Genesis Energy, L.P.  El Paso Pipeline Partners, L.P.
 Transmontaigne Partners L.P.  Magellan Midstream Partners, L.P.
 Sunoco Logistics Partners L.P.  Enbridge Energy Partners, L.P.

The Peer Group was selected by the Partnership and contains logistics companies we believe to follow a similar business model to TLLP's including crude oil
gathering and refined products terminalling, transportation and storage. The graph below is for the period commencing April 20, 2011, our first day of trading
on the New York Stock Exchange ("NYSE"), and ending December 31, 2011.

Comparison of Nine Month Cumulative Total Return*
Among the Company, the S&P Composite 500 Index and Composite Peer Groups

 4/20  4/30  5/31  6/30  7/31  8/31  9/30  10/31  11/30  12/31
Tesoro Logistics
LP $ 100.00  $ 100.60  $ 105.70  $ 103.62  $ 105.70  $ 100.72  $ 102.35  $ 115.16  $ 118.64  $ 143.18
S&P 500 100.00  102.53  101.37  99.68  97.65  92.35  85.85  95.24  95.03  96.00
Peer Group 100.00  101.48  97.05  97.74  96.52  96.99  94.18  100.71  100.80  106.28
____________
* Assumes initial investment of $100 on April 20, 2011. Peer group indices use beginning of period market capitalization weighting.

Note: The stock price performance shown on the graph is not necessarily indicative of future performance.
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UNIT PRICE AND CASH DISTRIBUTIONS

Our common units began trading on the NYSE under the symbol "TLLP" on April 20, 2011. Prior to that time, there was no public market for our stock.
There was one holder of record of our 14,950,000 outstanding common units held by the public, including common units held in street name as of
February 24, 2012. Our common units represent limited partner interests in us that entitle the holders to the rights and privileges specified in our partnership
agreement. In addition, as of February 24, 2012, Tesoro and its affiliates owned 304,890 of our common units, 15,254,890 of our subordinated units and
622,649 of our general partner units (the 2% general partner interest), which together constitutes a 52% ownership interest in us.

The following table sets forth the range of the daily high and low sales prices per common unit and cash distributions to common unitholders for the period
from April 20, 2011, the date our shares began trading.

 Sales Prices per  
Quarterly Cash
Distribution per

Unit (a)

 

Distribution Date

 

Record Date

 Common Unit    
Quarter Ended High  Low    
December 31, 2011 $ 34.40  $ 22.41  $ 0.3625  February 13, 2012  February 3, 2012
September 30, 2011 25.58  21.07  0.3500  November 14, 2011  November 4, 2011
June 30, 2011 (from April 20, 2011) 25.67  22.21  0.2448  August 12, 2011  August 2, 2011
____________
(a) Represents cash distributions attributable to the quarter and declared and paid within 45 days of quarter end in accordance with our partnership agreement. The distribution

for the quarter ended June 30, 2011, reflects the pro rata portion of the minimum quarterly distribution rate of $0.3375 for the period beginning April 26, 2011, the date
TLLP commenced operations.

Distributions of Available Cash

Our partnership agreement requires that, within 45 days after the end of each quarter, beginning with the quarter ending June 30, 2011, we distribute our
available cash to unitholders of record on the applicable record date.

Definition of Available Cash. Available cash is defined in our partnership agreement, which is an exhibit to this Annual Report on Form 10-K. Available cash
generally means, for any quarter, all cash on hand at the end of the quarter:

• less, the amount of cash reserves established by our general partner at the date of determination of available cash for the quarter to:
◦ provide for the proper conduct of our business (including reserves for our future capital expenditures and anticipated future credit needs

subsequent to that quarter);
◦ comply with applicable law, any of our debt instruments or other agreements; and
◦ provide funds for distributions to our unitholders and to our general partner for any one or more of the next four quarters (provided that our

general partner may not establish cash reserves for distributions on our subordinated units unless it determines that the establishment of those
reserves will not prevent us from distributing the minimum quarterly distribution on all common units and any cumulative arrearages for the
next four quarters).

• plus, if our general partner so determines, all or any portion of the cash on hand on the date of determination of available cash for the quarter
resulting from working capital borrowings made subsequent to the end of such quarter. Working capital borrowings are generally borrowings that are
made under a credit facility, commercial paper facility or similar financing arrangement, and in all cases are used solely for working capital
purposes or to pay distributions to partners and with the intent of the borrower to repay such borrowings within 12 months from sources other than
additional working capital borrowings.

Intent to Distribute the Minimum Quarterly Distribution. We intend to make a minimum quarterly distribution to the holders of our common units and
subordinated units of $0.3375 per unit, or $1.35 per unit on an annualized basis, to the extent we have sufficient cash from our operations after the
establishment of cash reserves and the payment of costs and expenses, including reimbursements of expenses to our general partner. However, there is no
guarantee that we will pay the minimum quarterly distribution or any amount on our units in any quarter. Even if our cash distribution policy is not modified
or revoked, the amount of distributions paid under our policy and the decision to make any distribution is determined by our general partner, taking into
consideration the terms of our partnership agreement.
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General Partner Interest and Incentive Distribution Rights. Our general partner is currently entitled to 2.0% of all quarterly distributions that we make prior
to our liquidation. This 2.0% general partner interest may be reduced if we issue additional limited partner interests in the future and our general partner does
not contribute a proportionate amount of capital to us in order to maintain its 2.0% general partner interest. Our general partner has the right, but not the
obligation, to contribute capital to us in order to maintain its current general partner interest.

Our general partner also currently holds incentive distribution rights that entitle it to receive increasing percentages, up to a maximum of 50.0%, of the cash we
distribute from operating surplus in excess of $0.388125 per unit per quarter. The maximum distribution of 50.0% includes distributions paid to our general
partner on its 2.0% general partner interest and assumes that our general partner maintains its general partner interest at 2.0%. The maximum distribution of
50.0% does not include any distributions that our general partner may receive on common units or subordinated units that it owns.

Percentage Allocations of Available Cash. The following table illustrates the percentage allocations of available cash from operating surplus between the
unitholders and our general partner based on the specified target distribution levels. The amounts set forth under marginal percentage interest in distributions
are the percentage interests of our general partner and the unitholders in any available cash from operating surplus we distribute up to and including the
corresponding amount in the column total quarterly distribution per unit target amount. The percentage interests shown for our unitholders and our general
partner for the minimum quarterly distribution are also applicable to quarterly distribution amounts that are less than the minimum quarterly distribution.
The percentage interests set forth below for our general partner assume that there are no arrearages on common units, our general partner has contributed any
additional capital necessary to maintain its 2% general partner interest and that our general partner owns all of the incentive distribution rights ("IDRs").

    Marginal percentage interest in distributions

 
Total quarterly distribution per unit target

amount  Unitholders  General Partner  
Incentive

Distribution Rights

Minimum Quarterly Distribution $0.337500   98%  2%  —%
First Target Distribution Above $0.337500 up to $0.388125  98%  2%  —%
Second Target Distribution Above $0.388125 up to $0.421875  85%  2%  13%
Third Target Distribution Above $0.421875 up to $0.506250  75%  2%  23%
Thereafter Above $0.506250   50%  2%  48%

Subordination Period

Our partnership agreement provides that, during the subordination period (which we define below), our common units will have the right to receive
distributions of available cash from operating surplus each quarter in an amount equal to $0.3375 per common unit, which amount is defined in our
partnership agreement as the minimum quarterly distribution, plus any arrearages in the payment of the minimum quarterly distribution on our common units
from prior quarters, before any distributions of available cash from operating surplus may be made on our subordinated units. These units are deemed
"subordinated" because for a period of time, referred to as the subordination period, our subordinated units will not be entitled to receive any distributions
until our common units have received the minimum quarterly distribution plus any arrearages from prior quarters. Furthermore, no arrearages will be paid on
our subordinated units. The practical effect of our subordinated units is to increase the likelihood that during the subordination period there will be available
cash to be distributed on our common units.

Definition of Subordination Period.  Except as described below, the subordination period will expire on the first business day after the distribution to
unitholders in respect of any quarter, beginning with the quarter ending June 30, 2014, that each of the following tests are met:

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

• the "adjusted operating surplus" (as defined in our partnership agreement) generated during each of the three consecutive, non-overlapping four-
quarter periods immediately preceding that date equaled or exceeded the sum of the minimum quarterly distributions on all of the outstanding
common units and subordinated units on a fully diluted weighted average basis during those periods plus the corresponding distributions on our
general partner's 2.0% interest; and

• there are no arrearages in payment of the minimum quarterly distribution on our common units.
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In addition to the tests outlined above, the subordination period will end only in the event that our conflicts committee (see "Conflicts Committee" in Item 10),
or the board of directors of our general partner based on the recommendation of our conflicts committee, reasonably expects to satisfy the tests set forth under
the first and second bullet points above for the succeeding four-quarter period without treating as earned any curtailment fees or shortfall payments that would
be paid by Tesoro under our existing commercial agreements upon the suspension or reduction of operations by Tesoro (or similar fees under future contracts)
expected to be received during such period.

Early Termination of Subordination Period. Notwithstanding the foregoing, the subordination period will automatically terminate on the first business day
after the distribution to unitholders in respect of any quarter, if each of the following has occurred:

• distributions of available cash from operating surplus on each of the outstanding common units and subordinated units equaled or exceeded $2.025
(150.0% of the annualized minimum quarterly distribution) for the immediately preceding four-quarter period; and

• the "adjusted operating surplus" (as defined in our partnership agreement) generated during the immediately preceding four-quarter period equaled or
exceeded the sum of $2.025 (150.0% of the annualized minimum quarterly distribution) on each of the outstanding common units and subordinated
units during that period on a fully diluted weighted average basis plus the corresponding distributions on our general partner’s 2.0% interest and on
the incentive distribution rights; and

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

In addition to the tests outlined above, the subordination period will end only in the event that our conflicts committee, or the board of directors of our general
partner based on the recommendation of our conflicts committee, reasonably expects to satisfy the tests set forth under the first and second bullet points above
for the succeeding four-quarter period without treating as earned any curtailment fees or shortfall payments that would be paid by Tesoro under our existing
commercial agreements upon the suspension or reduction of operations by Tesoro (or similar fees under future contracts) expected to be received during such
period.

Expiration of the Subordination Period. When the subordination period ends, each outstanding subordinated unit will convert into one common unit and
will thereafter participate pro rata with the other common units in distributions of available cash. In addition, if the unitholders remove our general partner
other than for cause and no units held by our general partner and its affiliates are voted in favor of such removal:

• the subordination period will end and each subordinated unit will immediately convert into one common unit;
• any existing arrearages in payment of the minimum quarterly distribution on our common units will be extinguished; and
• our general partner will have the right to convert its general partner interest and its incentive distribution rights into common units or to receive cash

in exchange for those interests.

PURCHASES OF EQUITY SECURITIES

Our general partner may acquire shares to satisfy tax withholding obligations in connection with the vesting of awards issued to certain employees. There were
no such shares acquired during the three-month period and year ended December 31, 2011.
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ITEM 6.   SELECTED FINANCIAL DATA

The following table sets forth certain selected consolidated financial data as of and for each of the five years in the period ended December 31, 2011. The
selected historical combined financial data for the years ended December 31, 2010, 2009, 2008 and 2007 are derived from audited combined financial
statements of Tesoro Logistics LP Predecessor. The selected historical financial data for the 2011 period presented through April 25, 2011 is also derived from
combined financial results of Tesoro Logistics LP Predecessor, and the period beginning April 26, 2011 is derived from consolidated financial results of
Tesoro Logistics LP. The following table should be read in conjunction with Management's Discussion and Analysis of Financial Condition and Results of
Operations in Item 7 and our consolidated financial statements in Item 8.

 Years Ended December 31,

 2011 (a)   2010  2009  2008  2007
    Predecessor  Predecessor  Predecessor  Predecessor
 (Dollars in thousands, except units and per unit amounts)
Statement of Operations Data:           
Total Revenues $ 80,946   $ 23,300  $ 22,659  $ 24,487  $ 23,897
Net Income (Loss) 27,946   (20,876)  (21,868)  (14,404)  (12,103)
General partner's interest in net income 692      
Common unitholders' interest in net income 16,938      
Subordinated unitholders' interest in net income 16,938      
Net income per limited partner unit:           

Common - (basic and diluted) $ 1.11      
Subordinated - Tesoro (basic and diluted) $ 1.11      

Weighted average limited partner units outstanding:        
Common units - basic 15,254,890      
Common units - diluted 15,282,366      
Subordinated units - Tesoro (basic and diluted) 15,254,890      

Cash distribution per unit $ 0.9573      
Balance Sheet Data:           
Current Assets $ 30,817   $ 3,971  $ 3,160  $ 2,912  $ 3,526
Net Property, Plant and Equipment 136,264   131,490  138,055  138,785  127,226
Total Assets 170,153   135,577  141,215  141,697  130,752
Total Liabilities, excluding debt 11,183   6,750  5,499  8,686  5,404
Total Debt 50,000   —  —  —  —
Total Division Equity/Partners' Equity 108,970   128,827  135,716  133,011  125,348
Cash Flows From (Used In):           

Operating activities 35,824   (11,426)  (12,324)  (6,045)  (5,703)
Investing activities (8,136)   (2,561)  (12,249)  (16,022)  (19,050)
Financing activities (9,362)   13,987  24,573  22,067  24,753

Increase in cash and cash equivalents $ 18,326   $ —  $ —  $ —  $ —
Capital Expenditures:           

Maintenance (b) 1,882   1,703  3,319  8,475  3,713
Expansion 9,641   367  5,915  10,186  15,527

Total Capital Expenditures $ 11,523   $ 2,070  $ 9,234  $ 18,661  $ 19,240
____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning

April 26, 2011, the date TLLP commenced operations. Prior to the closing of the Offering, our Predecessor did not record revenues for intercompany trucking, terminalling,
storage and short-haul pipeline transportation services.

(b) Maintenance capital expenditures include expenditures required to maintain equipment, reliability, tankage and pipeline integrity and safety and to address environmental
regulations.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context otherwise requires, references in this report to the "Predecessor," "we," "our," "us" or like terms, when used in a historical context
(periods prior to April 26, 2011), refer to Tesoro Logistics LP Predecessor, our predecessor for accounting purposes. References when used in the
present tense or prospectively (after April 26, 2011), refer to Tesoro Logistics LP and its subsidiaries, also referred to as the "Partnership" or
"TLLP." Unless the context otherwise requires, references in this report to "Tesoro" or our "Sponsor" refer collectively to Tesoro Corporation and any
of its subsidiaries, other than TLLP, its subsidiaries and its general partner.

The following information concerning our results of operations and financial condition should be read in conjunction with Business and Properties in Items 1
and 2 and our consolidated financial statements in Item 8.

IMPORTANT INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (including information incorporated by reference) includes and references "forward-looking statements" within the meaning
of the Private Securities Litigation Reform Act of 1995. These statements relate to, among other things, expectations regarding revenues, cash flows, capital
expenditures, and other financial items. These statements also relate to our business strategy, goals and expectations concerning our market position, future
operations, and profitability. We have used the words "anticipate," "believe," "could," "estimate," "expect," "intend," "may," "plan," "predict," "project,"
"will," "would" and similar terms and phrases to identify forward-looking statements in this Annual Report on Form 10-K, which speak only as of the date
the statements were made.

Although we believe the assumptions upon which these forward-looking statements are based are reasonable, any of these assumptions could prove to be
inaccurate and the forward-looking statements based on these assumptions could be incorrect. The matters discussed in these forward-looking statements are
subject to risks, uncertainties and other factors that could cause actual results and trends to differ materially from those made, projected, or implied in or by
the forward-looking statements depending on a variety of uncertainties or other factors including, but not limited to:

• changes in global economic conditions and the effects of the global economic downturn on Tesoro's business and the business of its suppliers,
customers, business partners and credit lenders;

• the suspension, reduction or termination of Tesoro's obligation under our commercial agreements and our operational services agreement;

• a material decrease in Tesoro's profitability;

• a material decrease in the crude oil produced in the Bakken Shale/Williston Basin area;

• the risk of contract cancellation, non-renewal or failure to perform by Tesoro's customers, and Tesoro's inability to replace such contracts and/or
customers;

• changes in the expected timing, structure, purchase price and benefits of our right of first offer transaction relating to Tesoro's Martinez Crude Oil
Marine Terminal;

• Tesoro's ability to remain in compliance with the terms of its outstanding indebtedness;

• the timing and extent of changes in commodity prices and demand for Tesoro's refined products;

• state and federal environmental, economic, health and safety, energy and other policies and regulations, including those related to climate change and
any changes therein, and any legal or regulatory investigations, delays or other factors beyond our control;

• operational hazards inherent in refining operations and in transporting and storing crude oil and refined products;

• the availability and costs of crude oil, other refinery feedstocks and refined products;

• disruptions due to equipment interruption or failure at our facilities, Tesoro's facilities or third-party facilities on which Tesoro's business is
dependent;

• changes in the cost or availability of third-party vessels, pipelines and other means of delivering and transporting crude oil, feedstocks and refined
products;

• actions of customers and competitors;

• risks related to labor relations and workplace safety;
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• earthquakes or other natural disasters affecting operations;

• weather conditions affecting our or Tesoro's operations or the areas in which Tesoro markets its refined products;

• adverse rulings, judgments, or settlements in litigation or other legal or tax matters, including unexpected environmental remediation costs in excess of
any accruals, which affect us or Tesoro;

• changes in our cash flow from operations;

• changes in capital requirements or in execution of planned capital projects;

• direct or indirect effects on our business resulting from actual or threatened terrorist incidents or acts of war;

• political developments;

• seasonal variations in demand for refined products; and

• changes in insurance markets impacting costs and the level and types of coverage available.

Many of these factors are described in greater detail in "Competition" in Items 1 and 2 Business and Properties on page 13 and Risk Factors in Item 1A on
page 18. All future written and oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by the
previous statements. We undertake no obligation to update any information contained herein or to publicly release the results of any revisions to any forward-
looking statements that may be made to reflect events or circumstances that occur, or that we become aware of, after the date of this Annual Report on Form 10-
K.

OVERVIEW AND BUSINESS STRATEGY

We are a fee-based, growth-oriented Delaware limited partnership formed by Tesoro to own, operate, develop and acquire crude oil and refined products
logistics assets. Our logistics assets are integral to the success of Tesoro's refining and marketing operations and are used to gather, transport and store crude
oil and to distribute, transport and store refined products. Our assets consist of a crude oil gathering system in the Bakken Shale/Williston Basin area of
North Dakota and Montana, eight refined products terminals in the midwestern and western United States, a crude oil and refined products storage facility
and five related short-haul pipelines.

The Partnership generates revenue by charging fees for gathering, transporting and storing crude oil and for terminalling, transporting and storing refined
products. Since we do not own any of the crude oil or refined products that we handle nor engage in the trading of crude oil or refined products, we have
minimal direct exposure to risks associated with commodity price fluctuations. However, these risks indirectly influence our activities and results of
operations over the long term through their effects on our customers' operations. Currently, substantially all of our revenue is derived from Tesoro under
various long-term, fee-based commercial agreements that generally include minimum volume commitments.

The Partnership is not a taxable entity for federal and state income tax purposes. Instead, each partner of the Partnership is required to take into account its
share of items of income, gain, loss and deduction of the partnership in computing its federal and state income tax liabilities, regardless of whether cash
distributions are made to the partner by the partnership. The taxable income reportable to each partner takes into account differences between the tax bases and
financial reporting bases of assets and liabilities, the acquisition price of their units and the taxable income allocation requirements under the partnership
agreement.

Strategy and Goals

Our primary business objectives are to maintain stable cash flows and to increase our quarterly cash distribution per unit over time. We intend to accomplish
these objectives by executing the following strategies:
 

• focus on opportunities to provide committed fee-based logistics services to Tesoro and third parties;
• evaluate investment opportunities to make capital investments to expand our existing asset base that may arise from the growth of Tesoro's refining

and marketing business or from increased third-party activity;
• pursue accretive acquisitions of complementary assets from Tesoro as well as third parties; and
• seek to enhance the profitability of our existing assets by pursuing opportunities to add Tesoro and third-party volumes, improve operating

efficiencies and increase utilization.
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Since the closing of the initial public offering (the "Offering") on April 26, 2011, we have been implementing our strategy and goals discussed above to grow
our distributable cash flow. Relative to these goals, in 2011:
 

• we have moved Tesoro volumes from third-party assets to our assets and improved utilization;
• we amended the trucking transportation services agreement to extend the term from two to five years and to grow the minimum volume commitment

over a period of two years;
• we began capital improvements to create the new Connolly hub for pipeline gathered Bakken crude west of Dunn Center;
• we invested in additional assets to establish an interconnection between the Rangeland Energy, LLC unit train unloading facility and pipeline that are

currently under construction on our High Plains system; and
• we invested capital to expand the services offered and capacity of our terminals including the addition of ethanol blending capabilities at our Salt

Lake City ("SLC") and Burley terminals.

In 2012 and beyond, we intend to continue to implement this strategy and have announced plans to:

• expand our assets on the High Plains system in support of Tesoro's increased demand for Bakken crude oil, including:
◦ growing our pipeline gathering system to deliver an additional 10,000 barrels per day ("bpd") to Tesoro's North Dakota refinery and deliver

30,000 bpd to Rangeland's facility to support Tesoro's announced strategy to move Bakken crude oil to its Washington refinery;
◦ growing trucking volumes to 35,000 bpd by expanding our proprietary fleet, which should capture cost and operating efficiencies, and

through the opportunities provided by the amended trucking transportation agreement; and
◦ adding other origin and destination points on the High Plains system to increase volumes by 10,000 bpd;

• increase throughput at our Los Angeles terminal by 5,000 bpd beginning in February 2012 after we have secured permits for higher ethanol volumes;
• increase volumes by 40,000 bpd by year-end 2013 by expanding capacity at our Los Angeles, Mandan and Stockton terminals and by growing our

third-party services at our Boise, Burley, Vancouver and Stockton terminals; and
• close on our first acquisition of Tesoro's remaining logistics assets by acquiring the Martinez Crude Oil Marine Terminal in the first half of 2012.

This acquisition is expected to add 70,000 bpd of terminalling throughput with a wharf capacity of 145,000 bpd and storage capacity of 425,000
barrels.

Agreements with Tesoro

The Partnership entered into various long-term, fee-based commercial agreements with Tesoro at the closing of the Offering, and subsequent to the Offering,
under which we provide various pipeline transportation, trucking, terminal distribution and storage services to Tesoro, and Tesoro commits to provide us with
minimum monthly throughput volumes of crude oil and refined products. For a description of each agreement see "Agreements with Tesoro" and "Other
Agreements with Tesoro" in Items 1. and 2. Business and Properties.

How We Evaluate Our Operations

Our management uses a variety of financial and operating metrics to analyze operating segment performance. These metrics are significant factors in assessing
our operating results and profitability and include: (1) volumes (including pipeline throughput, crude oil trucking volumes and refined products terminal
volumes); (2) operating and maintenance expenses; (3) earnings before interest, income taxes, depreciation and amortization expense ("EBITDA"); and (4)
Distributable Cash Flow.

Volumes.  The amount of revenue we generate primarily depends on the volumes of crude oil and refined products that we handle with our pipeline and
trucking operations and our terminal assets. These volumes are affected by the supply of, and demand for, crude oil and refined products in the markets
served directly or indirectly by our assets. Although Tesoro has committed to minimum volumes under the commercial agreements described above, our
results of operations will be impacted by our ability to:

• utilize the remaining uncommitted capacity on, or add additional capacity to, our High Plains system, and to optimize the entire system;
• increase throughput volumes on our High Plains system by making connections to existing or new third-party pipelines or rail loading facilities,

which will be driven by the anticipated supply of and demand for additional crude oil produced from the Bakken Shale/Williston Basin area;
• increase throughput volumes at our refined products terminals and provide additional ancillary services at those terminals, such as ethanol blending

and additive injection; and
• identify and execute organic expansion projects, and capture incremental Tesoro or third-party volumes.
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Additionally, increased throughput will depend on Tesoro transferring volumes that it currently distributes through competing terminals to our Vancouver,
Stockton and Los Angeles terminals.

Operating and Maintenance Expenses.   We manage our operating and maintenance expenses in tandem with meeting our environmental and safety
requirements and objectives and maintaining the integrity of our assets.  Our operating expenses are comprised primarily of labor expenses, repairs and other
maintenance costs, lease costs and utility costs.  These expenses generally remain stable across broad ranges of throughput volumes, but can fluctuate from
period to period depending on the mix of activities performed during that period and the timing of those expenses.  In addition, we incur contract labor costs for
trucking services and additive costs at our terminals that vary based on throughput volumes. We seek to manage our maintenance expenditures on our
pipelines and terminals by scheduling maintenance over time to avoid significant variability in our maintenance expenditures and minimize their impact on our
cash flows.

Our operating and maintenance expenses are also affected by the imbalance gain and loss provisions in our commercial agreements with Tesoro. Under our
High Plains Pipeline transportation services agreement, we retain 0.20% of the crude oil shipped on our High Plains Pipeline, and we bear any crude oil volume
losses in excess of that amount. Under our master terminalling services agreement, we retain 0.25% of the refined products we handle at our Anchorage, Boise,
Burley, Stockton and Vancouver terminals for Tesoro, and we bear any refined product volume losses in excess of that amount. The value of any crude oil or
refined product imbalance losses resulting from these contractual provisions is determined by using the monthly average market price for the applicable
commodity, less a specified discount. Any imbalances under these provisions reduce our operating and maintenance expenses in the period in which they are
realized to the extent they are within the loss allowance and increase our operating and maintenance expenses in such period to the extent they exceed the loss
allowance.

EBITDA and Distributable Cash Flow . We define EBITDA as net income (loss) before net interest and financing costs and depreciation and amortization
expense. We define distributable cash flow as EBITDA less cash interest paid, deferred revenue related to shortfall payments (if any) and maintenance capital
expenditures, plus reimbursement by Tesoro for certain maintenance capital expenditures and non-cash unit-based compensation expense. EBITDA and
distributable cash flow are not measures prescribed by accounting principles generally accepted in the United States of America ("U.S. GAAP") but are
supplemental financial measures that are used by management and may be used by external users of our consolidated financial statements, such as industry
analysts, investors, lenders and rating agencies, to assess:

• our operating performance as compared to other publicly traded partnerships in the midstream energy industry, without regard to historical cost basis
or financing methods;

• the ability of our assets to generate sufficient cash flow to make distributions to our unitholders;
• our ability to incur and service debt and fund capital expenditures; and
• the viability of acquisitions and other capital expenditure projects and the returns on investment of various investment opportunities.

We believe that the presentation of EBITDA will provide useful information to investors in assessing our financial condition and results of operations. The
U.S. GAAP measures most directly comparable to EBITDA are net income (loss) and net cash from (used in) operating activities. EBITDA should not be
considered as an alternative to U.S. GAAP net income (loss) or net cash from (used in) operating activities. EBITDA has important limitations as an
analytical tool, because it excludes some, but not all, items that affect net income (loss) and net cash from (used in) operating activities. You should not
consider EBITDA in isolation or as a substitute for analysis of our results as reported under U.S. GAAP. Our definition of EBITDA may not be comparable
to similarly titled measures of other companies, because it may be defined differently by other companies in our industry, thereby diminishing its utility.

We believe that the presentation of distributable cash flow will provide useful information to investors as it is a widely accepted financial indicator used by
investors to compare partnership performance, as it provides investors an enhanced perspective of the operating performance of our assets and the cash our
business is generating. The amounts included in the calculation of distributable cash flow are derived from amounts separately presented in our consolidated
financial statements, with the exception of maintenance capital expenditures and reimbursement by Tesoro for certain maintenance capital expenditures.
Distributable cash flow should not be considered in isolation or as an alternative to net income (loss) or operating income as an indication of our operating
performance or as a substitute for analysis of our results as reported under U.S. GAAP. Distributable cash flow is not necessarily comparable to similarly
titled measures of other companies, because it may be defined differently by other companies in our industry, thereby diminishing its utility.
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Factors Affecting the Comparability of Our Financial Results

The Partnership's future results of operations may not be comparable to the Predecessor's historical results of operations for the reasons described below:

Revenues.  There are differences in the way our Predecessor recorded revenues and the way the Partnership records revenues after completion of the Offering.
Our assets have historically been a part of the integrated operations of Tesoro, and our Predecessor generally recognized only the costs and did not record
revenue associated with the trucking, terminalling, storage and short-haul pipeline transportation services provided to Tesoro on an intercompany basis.
Accordingly, the revenues in our Predecessor's historical combined financial statements relate only to amounts received from third parties for these services
and amounts received from Tesoro with respect to transportation regulated by the Federal Energy Regulatory Commission ("FERC") and the North Dakota
Public Service Commission ("NDPSC") on our High Plains system.

The Partnership's revenues are generated by existing third-party contracts and from commercial agreements we entered into with Tesoro at the closing of the
Offering, and subsequent to the Offering, under which Tesoro pays us fees for gathering, transporting and storing crude oil and transporting, storing and
terminalling refined products. The commercial agreements with Tesoro are described in "Agreements with Tesoro."

General and Administrative Expenses.   Our Predecessor's general and administrative expenses included direct charges for the management and operation of
our logistics assets and certain expenses allocated by Tesoro for general corporate services, such as treasury, accounting and legal services. These expenses
were charged, or allocated, to our Predecessor based on the nature of the expenses.

Tesoro continues to charge the Partnership a combination of direct charges for the management and operation of our logistics assets and a fixed annual fee for
general corporate services, such as treasury, accounting and legal services. We also incur additional incremental general and administrative expenses as a result
of being a separate publicly-traded partnership.

Financing.  There are differences in the way the Partnership finances operations as compared to the way our Predecessor financed its operations. Historically,
our Predecessor's operations were financed as part of Tesoro's integrated operations and our Predecessor did not record any separate costs associated with
financing its operations. Additionally, our Predecessor largely relied on internally generated cash flows and capital contributions from Tesoro to satisfy its
capital expenditure requirements. The Partnership expects ongoing sources of liquidity to include cash generated from operations, reimbursement by Tesoro for
certain capital expenditures, borrowings under our revolving credit facility and issuances of additional debt and equity securities.
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RESULTS OF OPERATIONS

A discussion and analysis of the factors contributing to our results of operations is presented below. The accompanying combined financial statements for the
period prior to April 26, 2011, represent our Predecessor's results of operations, while the consolidated financial statements for the period subsequent to
April 26, 2011, represent the results of operations for the Partnership. The financial statements, together with the following information, are intended to
provide investors with a reasonable basis for assessing our historical operations, but should not serve as the only criteria for predicting our future
performance.

Combined Overview

The following table and discussion is a summary of our results of operations for the years ended December 31, 2011,  2010 and  2009 including a
reconciliation of EBITDA to net income (loss) and net cash from (used in) operating activities and distributable cash flow to net income (in thousands, except
unit and per unit amounts):

 Years Ended December 31,

 2011 (a)   2010  2009
    Predecessor  Predecessor
REVENUES $ 80,946   $ 23,300  $ 22,659
COSTS AND EXPENSES       

Operating and maintenance expenses 35,321   32,460  31,452
Depreciation and amortization expenses 8,078   8,006  8,820
General and administrative expenses 7,990   3,198  3,141
Loss on asset disposals 1   512  1,114

Total Costs and Expenses 51,390   44,176  44,527
OPERATING INCOME (LOSS) 29,556   (20,876)  (21,868)

Interest and financing costs, net (1,610)   —  —
NET INCOME (LOSS) $ 27,946   $ (20,876)  $ (21,868)
       

Less: Predecessor loss prior to initial public offering on April 26, 2011 (6,622)      
Net income subsequent to initial public offering 34,568      

Less: General partner's interest in net income subsequent to initial public
offering 692      

Limited partners' interest in net income subsequent to initial public offering $ 33,876      
      
Net income per limited partner unit:      

Common (basic and diluted) $ 1.11      
Subordinated - Tesoro (basic and diluted) $ 1.11      

      
Weighted average limited partner units outstanding:      

Common units - basic 15,254,890      
Common units - diluted 15,282,366      
Subordinated units - Tesoro (basic and diluted) 15,254,890      

       
EBITDA (b) $ 37,634   $ (12,870)  $ (13,048)
Distributable Cash Flow (b) 35,074      
_____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning April 26,

2011, the date TLLP commenced operations. Prior to the closing of the Offering our Predecessor did not record revenues for intercompany trucking, terminalling, storage
and short-haul pipeline transportation services. Volumes for all periods presented include both affiliate and third-party throughput.

(b) For a definition of EBITDA and distributable cash flow, see "How We Evaluate Our Operations - EBITDA and Distributable Cash Flow." Distributable cash flow for the year
ended December 31, 2011 includes net losses related to our Predecessor.

(c) Maintenance capital expenditures include expenditures required to maintain equipment, reliability, tankage and pipeline integrity and safety, and to address environmental
regulations.
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 Years Ended December 31,

 2011 (a)   2010  2009
    Predecessor  Predecessor
Reconciliation of EBITDA to net income (loss):       
Net income (loss) $ 27,946   $ (20,876)  $ (21,868)

Add: Depreciation and amortization expenses 8,078   8,006  8,820
Add: Interest and financing costs, net 1,610   —  —

EBITDA (b) $ 37,634   $ (12,870)  $ (13,048)
Reconciliation of EBITDA to net cash from (used in) operating activities:      
Net cash from (used in) operating activities $ 35,824   $ (11,426)  $ (12,324)

Less: Changes in assets and liabilities (1,100)   932  (390)
Less: Amortization of debt issuance costs 420   —  —
Less: Unit-based compensation expense 479   —  —
Less: Loss on asset disposals 1   512  1,114
Add: Interest and financing costs, net 1,610   —  —

EBITDA (b) $ 37,634   $ (12,870)  $ (13,048)
Reconciliation of distributable cash flow to net income:       
Net income $ 27,946      

Add: Depreciation and amortization expenses 8,078      
Add: Interest and financing costs, net 1,610      
Less: Cash interest paid, net 1,165      
Less: Maintenance capital expenditures (c) 1,882      
Add: Reimbursement for maintenance capital expenditures (c) 8      
Add: Non-cash unit-based compensation expense 479      

Distributable cash flow (b) $ 35,074      
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The following table is a summary of our results of operations for the year ended December 31, 2011, disaggregated for the periods preceding and succeeding
the Offering (in thousands):

 

 
Tesoro Logistics LP

Predecessor (a)   Tesoro Logistics LP  
Year ended December 31,

2011 

  
Through

April 25, 2011   
From

 April 26, 2011   
REVENUES        

Crude Oil Gathering  $ 7,307   $ 37,652  $ 44,959
Terminalling, Transportation and Storage  891   35,096  35,987

Total Revenues  8,198   72,748  80,946
COSTS AND EXPENSES       

Operating and maintenance expenses  10,907   24,414  35,321
Depreciation and amortization expenses  2,353   5,725  8,078
General and administrative expenses  1,560   6,430  7,990
Loss on asset disposals  —   1  1

Total Costs and Expenses  14,820   36,570  51,390
OPERATING INCOME (LOSS)  (6,622)   36,178  29,556
Interest and financing costs, net  —   (1,610)  (1,610)
NET INCOME (LOSS)  $ (6,622)   $ 34,568  $ 27,946

Reconciliation of EBITDA to net income (loss):   
Net income (loss)  $ (6,622)   $ 34,568  $ 27,946
Add: Depreciation and amortization expenses  2,353   5,725  8,078
Add: Interest and financing costs, net  —   1,610  1,610
EBITDA (b)  $ (4,269)   $ 41,903  $ 37,634
      
Reconciliation of EBITDA to net cash from (used in) operating activities:   
Net cash from (used in) operating activities  $ (2,530)   $ 38,354  $ 35,824
Less: Changes in assets and liabilities  1,739   (2,839)  (1,100)
Less: Amortization of debt issuance costs  —   420  420
Less: Unit-based compensation expense  —   479  479
Less: Loss on asset disposals  —   1  1
Add: Interest and financing costs, net  —   1,610  1,610
EBITDA (b)  $ (4,269)   $ 41,903  $ 37,634
        
Reconciliation of distributable cash flow to net income (loss):     
Net income (loss)  $ (6,622)   $ 34,568  $ 27,946
Add: Depreciation and amortization expenses  2,353   5,725  8,078
Add: Interest and financing costs, net  —   1,610  1,610
Less: Cash interest paid, net  —   1,165  1,165
Less: Maintenance capital expenditures (c)  138   1,744  1,882
Add: Reimbursement for maintenance capital expenditures (c)  —   8  8
Add: Non-cash unit-based compensation expense  —   479  479
Distributable Cash Flow (b)  $ (4,407)   $ 39,481  $ 35,074
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Summary

Our net income for the year ended December 31, 2011 increased $48.8 million to $27.9 million from a net loss of $20.9 million for the year ended
December 31, 2010. The increase in net income was primarily due to the following:

• an increase in revenues of $57.6 million to $80.9 million primarily attributable to the effect of the new commercial agreements with Tesoro;
• partially offset by an increase in operating and maintenance expenses of $2.9 million, or 9%, mainly related to higher repairs and maintenance and

contract labor expenses; and
• an increase in general and administrative expenses of $4.8 million as a result of increased cost allocations of certain direct employee costs, additional

expenses related to being a publicly traded partnership, expenses associated with TLLP unit-based compensation and the effect of omnibus agreement
expenses.

Our net loss for the year ended December 31, 2010 decreased $1.0 million, or 5%, to $20.9 million from a net loss of $21.9 million for the year ended
December 31, 2009. The decrease in net loss was primarily due to the following:

• an increase in revenues of $0.6 million, or 3%, to $23.3 million primarily attributable to higher average tariff rates per barrel and higher third-party
throughput volumes at certain terminals;

• a decrease in depreciation and amortization expenses of $0.8 million, or 9%, related to accelerated depreciation on a portion of our Los Angeles
terminal that was retired in 2009; and

• a decrease in loss on asset disposals of $0.6 million, or 54%, also related to the retirement of assets at our Los Angeles terminal;
• partially offset by an increase in operating and maintenance expenses of $1.0 million, or 3%, attributable to higher trucking-related expenses and

increased environmental costs at certain of our terminals.

Crude Oil Gathering Segment
 
The following table and discussion is an explanation of our results of operations of the Crude Oil Gathering segment for the years ended December 31, 2011,
2010 and 2009 (in thousands, except barrel and per barrel amounts):

 Years Ended December 31,

 2011 (a)   2010  2009
REVENUES    Predecessor  Predecessor

Pipeline revenues $ 26,839   $ 19,592  $ 19,422
Trucking revenues 18,120   —  —

Total Revenues 44,959   19,592  19,422
COSTS AND EXPENSES       

Operating and maintenance expenses 23,721   19,622  18,917
Depreciation and amortization expenses 3,141   3,097  3,073
General and administrative expenses 1,304   563  536
(Gain) loss on asset disposals (10)   62  45

Total Costs and Expenses 28,156   23,344  22,571
CRUDE OIL GATHERING SEGMENT OPERATING INCOME (LOSS) $ 16,803   $ (3,752)  $ (3,149)

VOLUMES (bpd)       
Pipeline (b) 57,900   50,695  52,806
Average pipeline revenue per barrel (c) $ 1.27   $ 1.06  $ 1.01
Trucking 24,059   23,305  22,963
Average trucking revenue per barrel (a) (c) $ 2.06      

____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning April 26,

2011, the date TLLP commenced operations. Prior to the closing of the Offering our Predecessor did not record revenues for intercompany trucking, terminalling, storage
and short-haul pipeline transportation services. Volumes for all periods presented include both affiliate and third-party throughput.

(b) Also includes barrels that were gathered and then delivered into our High Plains Pipeline by truck.
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(c) Management uses average revenue per barrel and storage revenue per barrel on shell capacity to evaluate performance and compare profitability to other companies in the
industry. There are a variety of ways to calculate average revenue per barrel; different companies may calculate it in different ways. We calculate average revenue per barrel as
revenue divided by the number of days in the period divided by throughput (bpd). We calculate storage revenue per barrel on shell capacity as revenue divided by number of
months in the period divided by shell capacity barrels. Investors and analysts use this financial measure to help analyze and compare companies in the industry on the basis of
operating performance. This financial measure should not be considered as an alternative to segment operating income, revenues and operating expenses or any other measure
of financial performance presented in accordance with U.S. GAAP.

The following table is a summary of our Crude Oil Gathering segment for the year ended December 31, 2011, disaggregated for the periods preceding and
succeeding the Offering (in thousands, except barrel and per barrel amounts):

  
Tesoro Logistics LP

Predecessor (a)   Tesoro Logistics LP  
Year ended December

31, 2011

REVENUES  
Through

April 25, 2011   
From

 April 26, 2011   
Pipeline revenues  $ 7,307   $ 19,532  $ 26,839
Trucking revenues  —   18,120  18,120

Total Revenues  7,307   37,652  44,959
COST AND EXPENSES      
Operating and maintenance expenses  6,049   17,672  23,721
Depreciation and amortization expenses  916   2,225  3,141
General and administrative expenses  198   1,106  1,304
Gain on asset disposals  —   (10)  (10)

Total Costs and Expenses  7,163   20,993  28,156
CRUDE OIL GATHERING SEGMENT OPERATING INCOME  $ 144   $ 16,659  $ 16,803
VOLUMES (bpd)        

Pipeline (b)  56,118   58,720  57,900
Average pipeline revenue per barrel (c)  $ 1.13   $ 1.33  $ 1.27
Trucking  22,331   24,854  24,059
Average trucking revenue per barrel (a) (c)     $ 2.92  $ 2.06

2011 Compared to 2010

Volumes. Average pipeline and trucking volumes increased 7,205 bpd, or 14%, and 754 bpd, or 3%, respectively, in 2011 compared to 2010 as a result of
increased refinery throughputs at Tesoro's North Dakota refinery including the effects of a scheduled turnaround at the refinery in 2010.

Financial Results. Revenues increased $25.4 million to $45.0 million in 2011 compared to $19.6 million in 2010 primarily as a result of the two-year
trucking transportation services agreement with Tesoro that went into effect at the closing of the Offering. Historically, our Predecessor generally recognized
only the costs and did not record revenue associated with trucking services provided to Tesoro on an intercompany basis. Accordingly, the revenues in our
Predecessor's historical combined financial statements relate only to amounts received from third parties and Tesoro with respect to transportation regulated by
the FERC and the NDPSC on our High Plains system. In addition to the new trucking transportation services agreement, pipeline volumes increased over
2010, higher NDPSC tariff rates for the High Plains system went into effect in January 2011 and higher committed rates went into effect at the time of the
Offering related to the 10-year pipeline transportation services agreement.

Segment operating income rose $20.6 million to $16.8 million in 2011 compared to an operating loss of $3.8 million in 2010 as a result of increased revenues.
Operating and maintenance expenses increased $4.1 million, or 21%, to $23.7 million in 2011 compared to $19.6 million in  2010 primarily due to an
increase in contract labor expense due to higher rates and fuel surcharges for trucking services and an increase in repairs and maintenance on our pipeline
right-of-way as a result of adverse weather conditions in 2011. These expenses were partially offset by higher imbalance settlement gains of $0.7 million.
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Depreciation and amortization expense was relatively unchanged at $3.1 million for 2011 compared to 2010 as minor amounts of assets were placed in service
during or between the periods. General and administrative expenses increased $0.7 million to $1.3 million in 2011 compared to $0.6 million in 2010 due to
increased expenses for certain allocated employee related costs. Our Predecessor's general and administrative expenses included direct charges for the
management and operation of our logistics assets and certain expenses allocated by Tesoro for general corporate services. Although Tesoro continues to charge
the Partnership a similar combination of direct charges, the amounts allocated increased as a result of additional operational administrative resources utilized
for management and growth of our assets.

2010 Compared to 2009

Volumes. Average pipeline throughput decreased 2,111 bpd, or 4%, due to a scheduled turnaround at Tesoro's North Dakota refinery in 2010. Average
trucking volumes increased 342 bpd, or 1%, as a result of increased demand for trucking services for use of alternative delivery locations during the North
Dakota refinery turnaround.

Financial Results. Revenues increased $0.2 million,  or 1%,  to $19.6 million for 2010 compared to $19.4 million in  2009. Although average pipeline
throughput decreased as discussed above, tariff revenue was supported by higher average tariff rates per barrel and an increase in the percentage of total
volume consisting of pipeline-gathered barrels, which are charged a higher tariff rate.

Operating and maintenance expenses increased $0.7 million, or 4%, to $19.6 million in 2010 compared to $18.9 million in 2009 as a result of increased costs
for contract labor and truck lease expenses due to increased demand for trucking services. The increase was partially offset by higher imbalance settlement
gains of $1.7 million during 2010 and a decrease in nonrecurring environmental expenses.

Depreciation and amortization expense was unchanged at $3.1 million for 2010 compared to 2009 as minor amounts of assets were placed in service or retired
during both years. General and administrative expenses were relatively flat at approximately $0.6 million in 2010 compared to 2009.
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Terminalling, Transportation and Storage Segment

The following table and discussion is an explanation of our results of operations of the Terminalling, Transportation and Storage segment for the years ended
December 31, 2011,  2010 and 2009 (in thousands, except barrel and per barrel amounts):

 Years Ended December 31,

 2011 (a)   2010  2009
REVENUES (a)    Predecessor  Predecessor

Terminalling revenues $ 28,046   $ 3,708  $ 3,237
Short-haul pipeline transportation revenues 4,313   —  —
Storage revenues 3,628   —  —

Total Revenues 35,987   3,708  3,237
COSTS AND EXPENSES      

Operating and maintenance expenses 11,600   12,838  12,535
Depreciation and amortization expenses 4,937   4,909  5,747
General and administrative expenses 1,566   406  379
Loss on asset disposals 11   450  1,069

Total Costs and Expenses 18,114   18,603  19,730
TERMINALLING, TRANSPORTATION AND STORAGE SEGMENT OPERATING
INCOME (LOSS) $ 17,873   $ (14,895)  $ (16,493)

VOLUMES (bpd)       
Terminalling throughput 134,007   113,950  113,135
Average terminalling revenue per barrel (a) (b) $ 0.57      
Short-haul pipeline transportation throughput 65,636   60,666  62,822
Average short-haul pipeline transportation revenue per barrel (a) (b) $ 0.18      
Storage capacity reserved (shell capacity barrels) 878,000   878,000  878,000
Storage revenue per barrel on shell capacity (per month) (a) (b) $ 0.50     

____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning April 26,

2011, the date TLLP commenced operations. Prior to the closing of the Offering our Predecessor did not record revenues for intercompany trucking, terminalling, storage
and short-haul pipeline transportation services. Volumes for all periods presented include both affiliate and third-party throughput.

(b) Management uses average revenue per barrel and storage revenue per barrel on shell capacity to evaluate performance and compare profitability to other companies in the
industry. There are a variety of ways to calculate average revenue per barrel; different companies may calculate it in different ways. We calculate average revenue per barrel as
revenue divided by the number of days in the period divided by throughput (bpd). We calculate storage revenue per barrel on shell capacity as revenue divided by number of
months in the period divided by shell capacity barrels. Investors and analysts use this financial measure to help analyze and compare companies in the industry on the basis of
operating performance. This financial measure should not be considered as an alternative to segment operating income, revenues and operating expenses or any other measure
of financial performance presented in accordance with U.S. GAAP.
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The following table is a summary of our Terminalling, Transportation and Storage segment for the year ended December 31, 2011, disaggregated for the
periods preceding and succeeding the Offering (in thousands, except barrel and per barrel amounts):

  
Tesoro Logistics LP

Predecessor (a)   Tesoro Logistics LP  
Year ended December

31, 2011

REVENUES  
Through

April 25, 2011   
From

 April 26, 2011   
Terminalling revenues  $ 891   $ 27,155  $ 28,046
Short-haul pipeline transportation revenues  —   4,313  4,313
Storage revenues  —   3,628  3,628

Total Revenues  891   35,096  35,987
COSTS AND EXPENSES        
Operating and maintenance expenses  4,858   6,742  11,600
Depreciation and amortization expenses  1,437   3,500  4,937
General and administrative expenses  100   1,466  1,566
Loss on asset disposals  —   11  11

Total Costs and Expenses  6,395   11,719  18,114
TERMINALLING, TRANSPORTATION AND STORAGE SEGMENT
OPERATING INCOME (LOSS)  $ (5,504)   $ 23,377  $ 17,873
VOLUMES (bpd)        

Terminalling throughput  122,190   139,442  134,007
Average terminalling revenue per barrel (a) (b)  $ 0.06   $ 0.78  $ 0.57
Short-haul pipeline transportation throughput  60,047   68,207  65,636
Average short-haul pipeline transportation revenue per barrel (a) (b)     $ 0.25  $ 0.18
Storage capacity reserved (shell capacity barrels)  878,000   878,000  878,000
Storage revenue per barrel on shell capacity (per month) (a) (b)     $ 0.51  $ 0.50

2011 Compared to 2010

Volumes. Terminalling throughput volumes increased 20,057 bpd, or 18%, in 2011 compared to 2010 as a result of higher demand at the Mandan and Salt
Lake City terminals and increased utilization at the Los Angeles, Vancouver, and Stockton terminals due to the movement of Tesoro's volumes from third-
party assets to our assets. Short-haul pipeline transportation throughputs increased 4,970 bpd, or 8%, in 2011 compared to 2010 as a result of a scheduled
turnaround at Tesoro's Utah refinery in 2010.

Financial Results. Revenues increased $32.3 million to $36.0 million in 2011 compared to $3.7 million in 2010 primarily attributable to the new 10-year
master terminalling services, 10-year SLC pipeline transportation services and 10-year SLC storage and transportation services agreements with Tesoro that
went into effect at the time of the Offering. Historically, third-party throughput activity was the sole source of revenue for this segment as our Predecessor
generally recognized only the costs and did not record intercompany revenue associated with terminalling, transportation or storage services provided to Tesoro.
Accordingly, our Predecessor's revenues relate only to amounts received from third parties for these services.

Segment operating income increased $32.8 million to $17.9 million in 2011 compared to an operating loss of $14.9 million in 2010 primarily related to the
differences in the way revenue is recorded by the Partnership as discussed above. In addition to the higher revenues, operating and maintenance expenses
decreased $1.2 million, or 10%, to $11.6 million in 2011 compared to $12.8 million in 2010 related to imbalance settlement gains of $3.2 million in 2011
attributable to the commercial terminalling services agreement with Tesoro that went into effect at the time of the Offering and environmental liability accruals
of $1.0 million recognized in 2010, partially offset by higher fees for professional services related to preliminary engineering work and the cost of purchased
additives that had not previously been allocated to the Predecessor but are an operating expense for the Partnership subsequent to the Offering. The injection of
these additives is considered an ancillary service provided by our terminals as outlined in our commercial agreements.
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Depreciation and amortization expense remained flat at $4.9 million in 2011 compared to 2010 as minor amounts of assets were placed in service or retired
during or between the periods. General and administrative expenses increased $1.2 million to $1.6 million in 2011 compared to $0.4 million in 2010 due to
increased expenses for certain allocated employee related costs. Our Predecessor's general and administrative expenses included direct charges for the
management and operation of our logistics assets and certain expenses allocated by Tesoro for general corporate services. Although Tesoro continues to charge
the Partnership a similar combination of direct charges, the amounts allocated increased as a result of additional operational administrative resources utilized
for management and growth of our assets.

2010 Compared to 2009

Volumes. Terminalling throughput volumes increased 815 bpd, or 1%, in 2010 compared to 2009 primarily due to an increase in third-party throughput at
the Vancouver and Anchorage terminals. Short-haul pipeline transportation throughputs decreased 2,156 bpd, or 3%, due to a scheduled turnaround at
Tesoro's Utah refinery in 2010.

Financial Results. Revenues increased $0.5 million, or 15%, to $3.7 million in 2010 compared to $3.2 million in 2009 primarily due to higher third-party
throughput volumes discussed above.

Operating and maintenance expense increased $0.3 million, or 2%, to $12.8 million in  2010 compared to $12.5 million in  2009 due to an increase in
environmental costs at our Stockton and Anchorage terminals, partially offset by a decrease in repairs and maintenance expense and employee costs due to
initiatives to reduce costs. Loss on asset disposals decreased $0.6 million, or 58%, to $0.5 million in 2010 compared to $1.1 million in 2009 primarily due to
additional losses recognized in 2009 related to the retirement of certain assets at our Los Angeles terminal.

Depreciation and amortization expense decreased $0.8 million, or 15%, to $4.9 million in 2010 compared to $5.7 million in 2009 due to the acceleration of
depreciation on a portion of our Los Angeles terminal that was retired in 2009. General and administrative expenses were unchanged at $0.4 million in 2010
compared to 2009.

CAPITAL RESOURCES AND LIQUIDITY

The Partnership retained $3.0 million of the net proceeds from the Offering for working capital needs, and we expect our ongoing sources of liquidity to
include a combination of available cash and equivalents and cash flows generated from operations. In addition, our revolving line of credit is available and we
may issue additional debt or equity securities for additional working capital or capital expenditures.

The table below summarizes the quarterly distributions paid related to 2011 financial results:

Quarter Ended  
Total Quarterly

Distribution Per Unit  

Total Quarterly
Distribution Per Unit,

Annualized  

Total Cash
Distribution (in

thousands)  Date of Distribution
June 30, 2011 (a)  $ 0.2448  $ 0.98  $ 7,621  August 12, 2011
September 30, 2011  0.3500  1.40  10,896  November 14, 2011
December 31, 2011  0.3625  1.45  11,286  February 13, 2012
______
(a) The quarterly cash distribution for the three months ended June 30, 2011 was calculated as the minimum quarterly cash distribution of $0.3375 per unit, or $1.35 per unit

on an annualized basis, prorated for the period beginning April 26, 2011, the date TLLP commenced operations.

We intend to pay a quarterly distribution of at least $0.3375 per unit per quarter, which equates to $10.5 million per quarter, or $42.0 million per year, based
on the number of common, subordinated and general partner units outstanding. We do not have a legal obligation to pay this distribution.
 
Historically, the Predecessor's sources of liquidity included cash generated from operations and funding from Tesoro. Cash receipts were deposited in Tesoro's
bank accounts and all cash disbursements were made from those accounts. As such, historically, our Predecessor's financial statements have reflected no cash
balances. The Partnership has bank accounts separate from Tesoro, but Tesoro provides treasury services on our general partner's behalf pursuant to the
omnibus agreement. Tesoro retained the working capital related to our Predecessor at the closing of the Offering, as those asset and liability balances
represented our Predecessor's transactions prior to the closing of the Offering.
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Revolving Credit Facility

We entered into a senior secured revolving credit agreement ("Revolving Credit Facility"), concurrent with the closing of the Offering, with a syndicate of
banks and financial institutions. The Revolving Credit Facility provides for total loan availability of $150.0 million and allows us to request that the capacity
be increased up to an aggregate of $300.0 million, subject to receiving increased commitments from the lenders. We borrowed $50.0 million under the
Revolving Credit Facility, at the closing of the Offering, in order to fund a cash distribution to Tesoro in addition to the $283.0 million net distribution related
to the Offering proceeds in consideration for contributed assets and to reimburse Tesoro for certain capital expenditures incurred with respect to the assets.

The Revolving Credit Facility is non-recourse to Tesoro, except for Tesoro Logistics GP (our general partner), and is guaranteed by all of our subsidiaries and
secured by substantially all of our assets. Borrowings available under the Revolving Credit Facility are up to the total available revolving capacity of the
facility. We had $50.0 million of borrowings and $0.3 million in letters of credit outstanding under the Revolving Credit Facility, resulting in a total unused
credit availability of $99.7 million or 66% of the borrowing capacity as of December 31, 2011.

Borrowings under the Revolving Credit Facility bear interest at either a base rate plus the base rate margin or a Eurodollar rate plus the Eurodollar margin,
upon election. The applicable margin varies based upon a certain coverage ratio, as defined. We also incur commitment fees for the unused portion of the
Revolving Credit Facility at an annual rate. Letters of credit outstanding under the Revolving Credit Facility incur fees at the Eurodollar margin rate. The
Revolving Credit Facility is scheduled to mature on April 25, 2014.

Our Revolving Credit Facility, as of December 31, 2011, was subject to the following expenses and fees:

Credit Facility  

30 day
Eurodollar

(LIBOR) Rate  
Eurodollar

Margin  Base Rate  
Base Rate

Margin  
Commitment Fee
(unused portion)

TLLP Revolving Credit Facility (a)  0.30%  2.50%  3.25%  1.50%  0.50%
____________
(a) We have the option to elect if the borrowings will bear interest at either a base rate plus the base rate margin, or a Eurodollar rate, for the applicable period, plus the

Eurodollar margin at the time of the borrowing.

The Revolving Credit Facility contains affirmative and negative covenants that, among other things, limit or restrict the Partnership's ability (as well as the
ability of our subsidiaries) to:

• incur additional indebtedness and incur liens on assets to secure certain debt;
• make distributions from our subsidiaries;
• dispose of assets unless the proceeds from those sales are used to repay debt or are reinvested in our business;
• make certain amendments, modifications or supplements to organization documents and material contracts;
• engage in certain business activities;
• engage in certain mergers or consolidations and transfers of assets; and
• enter into transactions with affiliates.

Additionally, covenants require TLLP to maintain consolidated interest coverage and leverage ratios. We were in compliance with our debt covenants for the
year ended December 31, 2011.

To enhance our ability to fund future capital growth projects and take advantage of strategic growth opportunities, in 2012 we expect to expand our total
capacity under revolving credit facilities to $300.0 million, and will seek the ability to further increase the capacity up to $450.0 million.
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Cash Flow Summary

Components of our cash flows are set forth below (in thousands): 

 Years Ended December 31,

 2011   2010  2009
Cash Flows From (Used In):    Predecessor  Predecessor

Operating Activities $ 35,824   $ (11,426)  $ (12,324)
Investing Activities (8,136)   (2,561)  (12,249)
Financing Activities (9,362)   13,987  24,573

Increase in Cash and Cash Equivalents $ 18,326   $ —  $ —

Operating Activities. Net cash from (used in) operating activities increased $47.2 million to $35.8 million in 2011 from $(11.4) million in 2010. The increase
was related to higher revenues and net income as a result of our newly executed commercial agreements. Net cash used in operating activities decreased $0.9
million, or 7%, to $11.4 million in 2010 compared to $12.3 million in 2009 primarily due to the decrease in the net loss and a decrease in working capital
requirements.

Investing Activities. Net cash used in investing activities in 2011 increased $5.5 million to $8.1 million compared to $2.6 million in 2010 related to higher
capital expenditures in 2011 including various maintenance and expansion capital projects discussed below under "Capital Expenditures." Net cash used in
investing activities decreased approximately $9.6 million, or 79%, to $2.6 million in 2010 compared to $12.2 million in 2009. The decrease was due to lower
capital expenditures in 2010 as various projects at our Los Angeles, Boise, Anchorage and Vancouver terminals and Salt Lake City storage facility were
substantially complete in 2009.

Financing Activities. Net cash from (used in) financing activities in 2011 increased $23.4 million to $(9.4) million from $14.0 million in 2010 primarily as a
result of transactions related to the initial public offering. We received net proceeds of $286.0 million from the sale of 14,950,000 common units, after
deducting offering costs and debt issuance costs of approximately $28.0 million and retained $3.0 million of these proceeds for working capital purposes
before the cash distribution to Tesoro. We distributed $283.0 million to Tesoro in consideration for contributed assets and to reimburse Tesoro for certain
capital expenditures incurred with respect to the assets. We also borrowed $50.0 million under the Revolving Credit Facility at the closing of the Offering in
order to fund an additional cash distribution to Tesoro. In addition to the transactions related to the initial public offering, we paid quarterly cash distributions
following the Offering totaling $18.5 million in 2011.

Historically, the Predecessor's sources of liquidity included cash generated from operations and funding from Tesoro. Cash receipts were deposited in Tesoro's
bank accounts and all cash disbursements were made from those accounts. The Sponsor contribution of $3.5 million included in cash from financing
activities in 2011 was the funding of the net loss for the period ending April 25, 2011 less any non-cash contributions. Net cash provided by financing
activities decreased $10.6 million, or 43%, from $24.6 million in 2009 due to lower capital contributions from Tesoro in 2010.

Capital Expenditures

The Partnership's operations are capital intensive, requiring investments to expand, upgrade or enhance existing operations as well as to maintain assets and
ensure regulatory compliance. The cost estimates described below are subject to further review and analysis, permitting requirements and include estimates for
capitalized interest and labor. Our capital requirements consist of maintenance and expansion capital expenditures. Maintenance capital expenditures include
expenditures required to maintain equipment reliability and integrity and to address regulatory compliance. Expansion capital expenditures include
expenditures to acquire or construct new assets and to expand existing facilities or services that may increase throughput capacity on our pipelines and in our
terminals or increase storage capacity at our storage facilities.

Capital spending for the years ended December 31, 2011,  2010 and 2009 were $11.5 million,  $2.1 million and $9.2 million, respectively. Capital spending
for the period subsequent to the Offering was $10.7 million. For 2012, we estimate that total capital expenditures will be approximately $65.0 million for both
maintenance and expansion capital projects, which has increased to reflect new expansion capital projects including projects to expand our crude oil gathering
capabilities and terminalling capacity. We anticipate that these capital expenditures will be funded primarily with cash generated from operations,
reimbursement by Tesoro for certain capital expenditures and borrowings under our revolving credit facility.
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The following table is a summary of our capital expenditures for the year ended December 31, 2011, disaggregated for the periods preceding and succeeding
the Offering (in thousands):

  
Tesoro Logistics LP

Predecessor   Tesoro Logistics LP  
Year ended December

31, 2011

  
Through

 April 25, 2011   
From

 April 26, 2011   
Maintenance  $ 138   $ 1,744  $ 1,882
Expansion  724   8,917  9,641

Total Capital Expenditures  $ 862   $ 10,661  $ 11,523

Our 2012 budgeted and 2011 actual capital spending amounts are comprised of the following project categories at December 31, 2011:

 Percent of 2012  Percent of 2011
Project Category Capital Budget  Capital Spending
Maintenance 9%  16%
Expansion 91%  84%

Maintenance capital expenditures. Maintenance capital spending for the period subsequent to the Offering was $1.7 million. Maintenance capital spending in
2011 increased $0.2 million, or 11%, to $1.9 million compared to $1.7 million in 2010 primarily related to a tank project at our Anchorage terminal. We
estimate that our maintenance capital expenditures for 2012 will be approximately $6.0 million for anticipated capital projects related to maintenance at certain
of our terminals.

Expansion capital expenditures. Expansion capital spending for the period subsequent to the Offering was $8.9 million. Expansion capital spending in 2011
increased $9.2 million to $9.6 million compared to $0.4 million in 2010 primarily related to 2011 expenditures for the SLC and Burley terminals' ethanol
blending projects and the gathering hub and pipeline project for the new Connolly station on our High Plains Pipeline. Amounts expended for the Connolly
project are reimbursed to us by Tesoro. We estimate that our expansion capital expenditures for 2012 will be approximately $59.0 million.

The following discussion describes our expansion capital spending plan, which is subject to further review and analysis and includes estimates for capitalized
interest and labor costs:

Crude Oil Gathering Segment

Our overall strategy in the Bakken region is focused on growth projects that increase the utilization of our existing capacity, expand our pipeline gathering
system, increase our pipeline capacity, add additional destinations from our pipeline system and lower our overall costs. We expect total expansion capital
spend for the Crude Oil Gathering segment to be approximately $34.0 million in 2012.

Our 2012 growth plan, in support of this strategy, is to invest approximately $28.0 million in projects that are expected to increase volumes delivered by the
High Plains system by 50,000 bpd, which includes approximately $20.0 million on pipeline gathering projects. This incorporates increasing deliveries to
Tesoro's North Dakota refinery and deliveries to new pipeline destinations. We expect to complete these projects in 2013.

Also, we plan to invest approximately $6.0 million on additional truck unloading, tankage and pumping capacity on the High Plains system to support the
2011 announced expansion of Tesoro's North Dakota refinery. We spent $2.0 million on these projects in 2011, and we expect to spend an additional estimated
$4.0 million in 2012 to complete these projects in the second quarter of 2012.

Further, Tesoro has announced a long-term agreement with Rangeland Energy, LLC for access to their crude oil loading terminal and pipeline facility in North
Dakota including a direct connection to the Partnership's High Plains system. The total capital estimate for the project is expected to be approximately $1.5
million. We expect the facility to be in service in the second quarter of 2012.
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In support of our efforts to grow our pipeline gathering network on the High Plains system we are building a new gathering hub and an initial gathering pipeline
at the Connolly station. The project, which is substantially complete, is expected to cost approximately $4.0 million in total, of which $3.0 million was spent
in 2011. We expect to spend approximately $1.0 million in 2012 to fully complete the project in the first quarter of 2012. We expect future phases to provide
opportunities for incremental gathering tariffs and fees.

Terminalling, Transportation and Storage Segment

As part of our 2012 growth plan, we expect to grow terminalling volumes over 40,000 bpd by year-end 2013 through capital investment designed to increase
our throughput capacity. We expect to spend a total of approximately $25.0 million in expansion capital in 2012 in our Terminalling, Transportation and
Storage segment. Our growth plan includes estimated spending on projects in 2012 including approximately $14.0 million of capital on new projects to expand
the throughput capacity at several of our terminals including the Los Angeles and Mandan terminals, which are expected to be completed in 2013.

As part of the growth plan, we also expect to spend approximately $10.0 million in 2012 on the Stockton terminal expansion, which will add storage capacity
that will allow for an increase in volume delivered through the terminal. The Stockton terminal project is expected to be complete in the fourth quarter of 2012.
 
We recently completed the addition of ethanol blending capabilities at our Burley terminal and expect our 2012 capital spend for this project to be
approximately $1.0 million. Additionally, we expect to spend approximately $3.0 million in future periods to upgrade the Los Angeles terminal to allow the
offloading of transmix for transportation to Tesoro's Los Angeles refinery.

Contractual Obligations

We have numerous contractual commitments for purchases associated with the operation of our assets, our revolving credit facility and our operating leases
(see Note L to our consolidated financial statements in Item 8). We also have minimum contractual spending requirements for certain capital projects. A
summary of our contractual obligations as of December 31, 2011, is as follows (in thousands):

 2012  2013  2014  2015  2016  Thereafter  Total

Long-term debt obligations (a) $ 1,537  $ 1,537  $ 50,512  $ —  $ —  $ —  $ 53,586
Operating lease obligations (b) 2,021  1,802  1,047  549  505  28  5,952
Other purchase obligations (c) 108  —  —  —  —  —  108
Capital expenditure obligations (d) 2,520  —  —  —  —  —  2,520

Total Contractual Obligations $ 6,186  $ 3,339  $ 51,559  $ 549  $ 505  $ 28  $ 62,166
_______________
(a) Includes maturities of principle and interest payments. Amounts and timing may be different from our estimated commitments due to potential voluntary debt prepayments

and borrowings.
(b) Minimum operating lease payments for operating leases having initial or remaining non-cancellable lease terms in excess of one year primarily related to our truck vehicle leases

and, to a lesser extent, leases for terminals and pump stations and property leases.
(c) Purchase obligations include service agreement commitments that are enforceable and legally binding on us that meet any of the following criteria: (1) they are non-cancellable,

(2) we would incur a penalty if the agreement was cancelled, or (3) we must make specified minimum payments even if we do not take delivery of the contracted products or
services. If we can unilaterally terminate the agreement simply by providing a certain number of days notice or by paying a termination fee, we have included the termination
fee or the amount that would be paid over the "notice period." Contracts that can be unilaterally terminated without a penalty are not included.

(d) Minimum contractual spending requirements for certain capital projects.

We do not have any capital lease obligations as of December 31, 2011. Further, due to the uncertainty as to the timing of future cash flows for asset retirement
obligations, we excluded the future cash flows of noncurrent liabilities from the table above. See additional information on asset retirement obligations in Notes
H and L to our consolidated financial statements in Item 8.

Off Balance Sheet Arrangements

We have not entered into any transactions, agreements or other contractual arrangements that would result in off-balance sheet liabilities.
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Environmental and Other Matters   

Environmental Regulation.  We are subject to extensive federal, state and local environmental laws and regulations. These laws, which change frequently,
regulate the discharge of materials into the environment or otherwise relate to protection of the environment. Compliance with these laws and regulations may
require us to remediate environmental damage from any discharge of petroleum or chemical substances from our facilities or require us to install additional
pollution control equipment on our equipment and facilities. Our failure to comply with these or any other environmental or safety-related regulations could
result in the assessment of administrative, civil, or criminal penalties, the imposition of investigatory and remedial liabilities, and the issuance of injunctions
that may subject us to additional operational constraints.  

Future expenditures may be required to comply with the federal, state and local environmental requirements for our various sites, including our storage facility,
pipelines and refined products terminals. The impact of these legislative and regulatory developments, if enacted or adopted, could result in increased
compliance costs and additional operating restrictions on our business, each of which could have an adverse impact on our financial position, results of
operations and liquidity. Tesoro indemnifies us for certain of these costs as described in the omnibus agreement. Additional information regarding
environmental regulations can found in Items 1 and 2 Business and Properties.

Environmental Liabilities.  Contamination resulting from spills of crude oil and refined products is not unusual within the petroleum refining, terminalling or
pipeline industries. Historic spills along our pipelines, gathering systems and terminals as a result of past operations have resulted in contamination of the
environment, including soils and groundwater. Site conditions, including soils and groundwater, are being evaluated at our properties where operations have
resulted in releases of hydrocarbons and other wastes. A number of our properties have known hydrocarbon or other hazardous material contamination in soil
and groundwater, particularly our Anchorage, Stockton and Los Angeles terminals.

Tesoro has been party to various litigation and contingent loss matters, including environmental matters, arising in the ordinary course of business. The
outcome of these matters cannot always be accurately predicted, but our Predecessor has recognized historical liabilities for these matters based on estimates
and applicable accounting guidelines and principles.  These liabilities were based on engineering estimates, expected timing, extent of remedial actions required
by governing agencies and experience gained from similar sites for which environmental assessments or remediation have been completed. It is possible that the
estimates will change and that remediation costs could be adjusted as more information becomes available.  

The accrued liabilities of record at the time of the Offering are included in our Predecessor's combined financial statements. Liabilities were recorded when site
restoration and environmental remediation and cleanup obligations were considered probable and could be reasonably estimated. Environmental liabilities of
$2.1 million were accrued as of December 31, 2010, for groundwater and soil remediation projects at our Stockton, Burley and Anchorage terminals. These
liabilities were retained by Tesoro at the closing of the Offering.

We are currently, and expect to continue, incurring expenses for environmental cleanup at a number of our pipelines, terminals and storage facilities. As part of
the omnibus agreement, Tesoro indemnifies us for certain environmental liabilities associated with the operation of our assets and arising at or before the
closing of the Offering on April 26, 2011. Indemnification for unknown environmental and title liabilities is limited to pre-closing conditions identified prior to
the earlier of April 26, 2016 and the date that Tesoro no longer controls our general partner (provided that, in any event, such date shall not be earlier than
April 26, 2013), and a $0.25 million aggregate annual deductible for each type (unknown environmental liabilities or title matters) before we are entitled to
indemnification in any calendar year.

Neither we nor our general partner has any contractual obligation to investigate or identify any such unknown environmental liabilities after the closing of the
Offering on April 26, 2011. We have agreed to indemnify Tesoro for events and conditions associated with the ownership or operation of our assets that occur
after the closing of this Offering and for environmental liabilities related to our assets to the extent Tesoro is not required to indemnify us for such liabilities.
TLLP did not have any environmental liabilities recorded on the consolidated balance sheet as of December 31, 2011.
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ACCOUNTING STANDARDS

Critical Accounting Policies and Estimates

Our significant accounting policies are described in Note A to our consolidated financial statements in Item 8. We prepare our financial statements in
conformity with U.S. GAAP, which requires us to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying footnotes. Actual results could differ from those estimates. We consider the following policies to be the most critical in understanding the
judgments that are involved in preparing our financial statements and the uncertainties that could impact our financial condition and results of operations.

Depreciation. We calculate depreciation expense using the straight-line method based on estimated useful lives and salvage values of assets. When assets are
placed into service, we make estimates with respect to their useful lives that we believe are reasonable. However, factors such as maintenance levels, economic
conditions impacting the demand for these assets, and regulatory or environmental requirements could cause us to change our estimates, thus impacting the
future calculation of depreciation expense. Because of the expected long useful lives of the property and equipment, we depreciate our property and equipment
over periods ranging from one to 30 years. Changes in the estimated useful lives of the assets could have a material adverse effect on our results of operations.

Impairment of Long-Lived Assets.  We review property, plant and equipment and other long-lived assets for impairment whenever events or changes in
business circumstances indicate the net book values of the assets may not be recoverable. Factors that indicate potential impairment include: a significant
decrease in the market value of the asset, operating or cash flow losses associated with the use of the asset, and a significant change in the asset’s physical
condition or use. Impairment is indicated when the undiscounted cash flows estimated to be generated by those assets are less than the assets’ net book value.
If this occurs, an impairment loss is recognized equal to the amount by which the asset’s net book value exceeds its fair market value.

Fair market value is generally based on the present values of estimated future cash flows in the absence of quoted market prices. Estimates of future cash
flows and fair market values of assets require subjective assumptions with regard to several factors, including an assessment of global market conditions,
future operating results and forecasts of the remaining useful lives of the assets. Actual results could differ from those estimates. No impairments of long-lived
assets were recorded during the periods included in these financial statements.

Accounting for Asset Retirement Obligations. An asset retirement obligation ("ARO") is an estimated liability for the cost to retire a tangible asset. We have
recorded AROs at fair value in the period in which we have a legal obligation to incur this liability and can make a reasonable estimate of the fair value of the
liability. Cost projections are based on engineering estimates, expected timing, probability of occurrence, experience gained from similar sites for which
comparable projects have been completed and other closure costs using our credit-adjusted risk free rate. These estimates will be re-evaluated and adjusted as
necessary as more information becomes available.

The calculation of fair value is based on further assumptions including projected cash flows, inflation, a discount rate, a settlement date or range of potential
settlement dates and the probabilities associated with settlement. When the liability is initially recorded, the cost is capitalized by increasing the book value of
the related long-lived tangible asset. The liability is accreted through operating expenses to its estimated settlement value and the related capitalized cost is
depreciated over the asset’s useful life. Settlement dates are estimated by considering our past practice, industry practice, management’s intent and estimated
economic lives.

Estimates of the fair value for certain AROs may not be made as settlement dates (or range of dates) associated with these assets are not estimable because we
intend to operate and maintain our assets as long as supply and demand for petroleum products exists. AROs primarily include regulatory or contractual
obligations for the expected future demolition or removal of assets and related hazardous materials, if applicable, located at our leased facilities including the
demolition or removal of tanks, pipelines or other equipment.

Contingencies. In the ordinary course of business, we become party to lawsuits, administrative proceedings and governmental investigations, including
environmental, regulatory and other matters. Large, and sometimes unspecified, damages or penalties may be sought from us in some matters for which the
likelihood of loss may be possible but the amount of loss is not currently estimable. We did not have any outstanding lawsuits, administrative proceedings or
governmental investigations as of December 31, 2011.
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Imbalances. We experience volume gains and losses, which we sometimes refer to as imbalances, within our pipelines, terminals and storage facilities due to
pressure and temperature changes, evaporation and variances in meter readings and in other measurement methods. The value of any crude oil or refined
product imbalance losses resulting from contractual provisions under which we bear any crude oil volume losses in excess of amounts contractually specified
is determined by reference to the monthly average market reference price for the applicable commodity, less a specified discount. Any imbalances under these
provisions reduce our operating and maintenance expenses in the period in which they are realized to the extent they are within the loss allowance and increase
our operating and maintenance expenses in such period to the extent they exceed the loss allowance.

Unit-based Compensation. Our general partner provides unit-based compensation to officers and non-employee directors for the Partnership, which includes
service and performance phantom unit awards. We follow the fair value method of accounting for unit-based compensation. The fair value of our service
phantom unit awards on the date of grant is equal to the market price of our common units. We estimate the grant date fair value of performance phantom unit
awards using a Monte Carlo simulation at the inception of the award.

The Monte Carlo simulation requires assumptions including the expected term the unit-based awards are held until exercised, the estimated volatility of our
unit price over the expected term, the number of awards that will be forfeited prior to vesting, the possibility that the market condition may not be satisfied and
the impact of possible differing unit price paths. Expenses related to unit-based compensation are included in general and administrative expenses.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the risk of loss arising from adverse changes in market rates and prices. As we do not own the refined products or crude oil that are shipped
through our pipelines, distributed through our terminals, or held in our storage facilities, and because all of our commercial agreements with Tesoro, other than
our High Plains Pipeline transportation services agreement and our master terminalling services agreement, require Tesoro to bear the risk of any volume loss
relating to the services we provide, we have minimal direct exposure to risks associated with fluctuating commodity prices. In addition, our commercial
agreements with Tesoro are indexed to inflation and contain fuel surcharge provisions that are designed to substantially mitigate our exposure to increases in
diesel fuel prices and the cost of other supplies used in our business. We do not intend to hedge our exposure to commodity risk related to imbalance gains and
losses or to diesel fuel or other supply costs.

Debt that the Partnership incurs under our revolving credit facility bears interest at a variable rate and exposes us to interest rate risk. Unless interest rates
increase significantly in the future, our exposure to interest rate risk should be minimal. Concurrent with the closing of our Offering, we borrowed $50.0
million under our revolving credit facility. With all other variables held constant, a 1.0% change in the interest rate associated with this borrowing would result
in a $0.5 million change in interest expense.  Any change in interest rates would affect cash flows, but not the fair value of the debt we incur under our
revolving credit facility. We do not currently have in place any hedges or forward contracts to hedge our exposure to interest rate risks.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of Tesoro Logistics GP, LLC and
Unitholders of Tesoro Logistics LP

We have audited the accompanying consolidated balance sheets of Tesoro Logistics LP as of December 31, 2011 and 2010, and the related consolidated
statements of operations, partners' equity, and cash flows for each of the three years in the period ended December 31, 2011. These financial statements are the
responsibility of the Partnership's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to
perform an audit of the Partnership's internal control over financial reporting. Our audits included consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Partnership's internal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Tesoro Logistics LP at
December 31, 2011 and 2010, and the consolidated results of its operations and its cash flows for each of the three years in the period ended December 31,
2011, in conformity with U.S. generally accepted accounting principles.

/s/ ERNST & YOUNG LLP

San Antonio, Texas
February 29, 2012
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TESORO LOGISTICS LP
STATEMENTS OF CONSOLIDATED OPERATIONS

 Years Ended December 31,

 2011   2010  2009
    Predecessor  Predecessor
REVENUES (Dollars in thousands, except per unit amounts)

Affiliate $ 77,443   $ 19,477  $ 19,297
Third-party 3,503   3,823  3,362

Total Revenues 80,946   23,300  22,659
COSTS AND EXPENSES       

Operating and maintenance expenses 35,321   32,460  31,452
Depreciation and amortization expenses 8,078   8,006  8,820
General and administrative expenses 7,990   3,198  3,141
Loss on asset disposals 1   512  1,114

Total Costs and Expenses 51,390   44,176  44,527
OPERATING INCOME (LOSS) 29,556   (20,876)  (21,868)

Interest and financing costs, net (1,610)   —  —
NET INCOME (LOSS) $ 27,946   $ (20,876)  $ (21,868)
       

Less: Predecessor loss prior to initial public offering on April 26, 2011 (6,622)      
Net income subsequent to initial public offering 34,568      

Less: General partner's interest in net income subsequent to initial public offering 692      
Limited partners' interest in net income subsequent to initial public offering $ 33,876      
       
Net income per limited partner unit:       

Common - (basic and diluted) $ 1.11      
Subordinated - Tesoro (basic and diluted) $ 1.11      

       
 Weighted average limited partner units outstanding:       

Common units - basic 15,254,890      
Common units - diluted 15,282,366      
Subordinated units - Tesoro (basic and diluted) 15,254,890      

       
Cash distribution per unit $ 0.9573      

See accompanying notes to consolidated financial statements.
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TESORO LOGISTICS LP
CONSOLIDATED BALANCE SHEETS

 

 December 31,

 2011   2010
    Predecessor
 (Dollars in thousands)

ASSETS
CURRENT ASSETS     

Cash and cash equivalents $ 18,326   $ —
Receivables     

Trade 542   233
Affiliate 11,312   3,738

Prepayments and other current assets 637   —
Total Current Assets 30,817   3,971

NET PROPERTY, PLANT AND EQUIPMENT 136,264   131,490
OTHER NONCURRENT ASSETS 3,072   116

Total Assets $ 170,153   $ 135,577
     

LIABILITIES AND EQUITY
CURRENT LIABILITIES     

Accounts payable     
Trade $ 5,727   $ 1,619
Affiliate 2,759   299

Deferred revenue - affiliate 1,775   —
Accrued liabilities 878   3,238

Total Current Liabilities 11,139   5,156
OTHER NONCURRENT LIABILITIES 44   1,594
DEBT 50,000   —
COMMITMENTS AND CONTINGENCIES (Note L)   
EQUITY     

Predecessor division equity —   128,827
Common unitholders - public (14,950,000 units issued and outstanding) 309,731   —
Common unitholders - Tesoro (304,890 units issued and outstanding) (59,301)   —
Subordinated unitholders - Tesoro (15,254,890 units issued and outstanding) (143,048)   —
General partner - Tesoro (622,649 units issued and outstanding) 1,588   —

Total Equity 108,970   128,827
Total Liabilities and Equity $ 170,153   $ 135,577

See accompanying notes to consolidated financial statements.
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TESORO LOGISTICS LP
CONSOLIDATED STATEMENTS OF PARTNERS' EQUITY

    Partnership  

 
Tesoro Logistics
LP Predecessor   Common - Public  Common -Tesoro  

Subordinated -
Tesoro  

General Partner -
Tesoro  Total

 (Dollars in thousands)
Balance at December 31, 2008 $ 133,011   $ —  $ —  $ —  $ —  $ 133,011
Net loss (21,868)   —  —  —  —  (21,868)
Contributions 24,573   —  —  —  —  24,573
Balance at December 31, 2009 $ 135,716   $ —  $ —  $ —  $ —  $ 135,716
Net loss (20,876)   —  —  —  —  (20,876)
Contributions 13,987   —  —  —  —  13,987
Balance at December 31, 2010 $ 128,827   $ —  $ —  $ —  $ —  $ 128,827
Sponsor contribution of division equity to
the Predecessor 3,486   —  —  —  —  3,486
Non-cash contributions 4,399   —  —  —  —  4,399
Predecessor loss through April 25, 2011 (6,622)   —  —  —  —  (6,622)
Balance at April 26, 2011
(date of the Offering) $ 130,090   $ —  $ —  $ —  $ —  $ 130,090
Net liabilities not assumed by Tesoro
Logistics LP 4,389   —  —  —  —  4,389
Allocation of net Sponsor investment to
unitholders (134,479)   —  10,654  72,083  51,742  —
Proceeds from initial public offering, net of
underwriters' discount —   304,527  (191)  (9,615)  (393)  294,328
Offering costs —   (2,975)  (61)  (3,036)  (124)  (6,196)
Cash distributions —   (8,893)  (70,107)  (222,426)  (50,371)  (351,797)
Capital contribution —   —  5 9  3,008  —  3,067
Partnership earnings April 25 through
December 31, 2011 —   16,593  345  16,938  692  34,568
Unit-based compensation —   479  —  —  —  479
Other —   —  —  —  42  42
Balance at December 31, 2011 $ —   $ 309,731  $ (59,301)  $ (143,048)  $ 1,588  $ 108,970

See accompanying notes to consolidated financial statements.
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TESORO LOGISTICS LP
STATEMENTS OF CONSOLIDATED CASH FLOWS

 Years Ended December 31,

 2011   2010  2009
    Predecessor  Predecessor
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES: (Dollars in thousands)

Net income (loss) $ 27,946   $ (20,876)  $ (21,868)
Adjustments to reconcile net income (loss) to net cash from (used in) operating activities:       

Depreciation and amortization expenses 8,078   8,006  8,820
Amortization of debt issuance costs 420   —  —
Unit-based compensation expense 479   —  —
Loss on asset disposals 1   512  1,114
Changes in current assets:       

Receivables - trade (409)   (218)  68
Receivables - affiliate (5,648)   —  —
Prepayments and other current assets (773)   —  —

Changes in current liabilities:       
Accounts payable - trade 1,518   223  (16)
Accounts payable - affiliate 2,847   (616)  (323)
Accrued liabilities and deferred revenue 3,066   861  (492)

Changes in other noncurrent assets and liabilities (1,701)   682  373
Net cash from (used in) operating activities 35,824   (11,426)  (12,324)

CASH FLOWS USED IN INVESTING ACTIVITIES:       
Capital expenditures (8,136)   (2,561)  (12,249)

Net cash used in investing activities (8,136)   (2,561)  (12,249)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES:       

Proceeds from issuance of common units, net of underwriters' discount 294,328   —  —
Distributions to General Partner (50,371)   —  —
Distributions to Common unitholders - Public (8,893)   —  —
Distributions to Common unitholders - Tesoro (70,107)   —  —
Distributions to Subordinated unitholders (222,426)   —  —
Borrowings under revolving credit agreement 50,000   —  —
Offering costs (6,196)   —  —
Deferred debt issuance costs (1,852)   —  —
Sponsor contribution of division equity to the Predecessor 3,486   13,987  24,573
Reimbursement of capital expenditures by Sponsor 2,669   —  —

Net cash from (used in) financing activities (9,362)   13,987  24,573
INCREASE IN CASH AND CASH EQUIVALENTS 18,326   —  —
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR —   —  —
CASH AND CASH EQUIVALENTS, END OF YEAR $ 18,326   $ —  $ —
SUPPLEMENTAL CASH FLOW DISCLOSURE:       

Interest paid, net of capitalized interest $ 1,165   $ —  $ —
SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES:       

Capital expenditures included in accounts payable at period end $ 3,581   $ 194  $ 685
Receivable from affiliate for capital expenditures $ 3,069   $ —  $ —
Transfer of property, plant and equipment from Sponsor, net of accumulated depreciation $ 4,399   $ —  $ —
Working capital requirements retained by Sponsor $ 4,389   $ —  $ —

See accompanying notes to consolidated financial statements.
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TESORO LOGISTICS LP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE A - DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As used in this report, the terms "Tesoro Logistics LP," "TLLP," the "Partnership," "we," "us," or "our" may refer to Tesoro Logistics LP, one or more of its
consolidated subsidiaries or all of them taken as a whole. References in this report to "Tesoro" or our "Sponsor" refer collectively to Tesoro Corporation and
any of its subsidiaries, other than Tesoro Logistics LP, its subsidiaries and its general partner. The information presented in this Annual Report on Form 10-K
contains the audited combined financial results of Tesoro Logistics LP Predecessor ("Predecessor"), our predecessor for accounting purposes, for periods
presented through April 25, 2011. The consolidated financial results for the year ended December 31, 2011 also include the results of operations for Tesoro
Logistics LP for the period beginning April 26, 2011, the date TLLP commenced operations. The balance sheet as of December 31, 2011 presents solely the
consolidated financial position of the Partnership.

Description of Business

TLLP is a Delaware limited partnership formed in December 2010 by Tesoro Corporation and its wholly owned subsidiary, Tesoro Logistics GP, LLC, our
general partner. On April 26, 2011, we completed our initial public offering (the "Offering") of 14,950,000 common units (including 1,950,000 common
units issued pursuant to the exercise of the underwriters' over-allotment option on April 20, 2011), representing limited partner interests.

After completion of the Offering, the Partnership includes the assets, liabilities and results of operations of certain crude oil gathering and refined products
terminalling, transportation and storage assets, previously operated and owned by Tesoro Alaska Company, Tesoro Refining and Marketing Company
("TRMC") and Tesoro High Plains Pipeline Company LLC.  Prior to completion of the Offering, the assets, liabilities and results of operations of the
aforementioned assets related to our Predecessor.

We are a fee-based, growth-oriented Delaware limited partnership formed by Tesoro to own, operate, develop and acquire crude oil and refined products
logistics assets. Our logistics assets are integral to the success of Tesoro's refining and marketing operations and are used to gather, transport and store crude
oil and to distribute, transport and store refined products. Our assets consist of a crude oil gathering system in the Bakken Shale/Williston Basin area of
North Dakota and Montana, eight refined products terminals in the midwestern and western United States, a crude oil and refined products storage facility
and five related short-haul pipelines.

The Partnership generates revenue by charging fees for gathering, transporting and storing crude oil and for terminalling, transporting and storing refined
products. Since we do not own any of the crude oil or refined products that we handle nor engage in the trading of crude oil or refined products, we have
minimal direct exposure to risks associated with commodity price fluctuations. However, these risks indirectly influence our activities and results of
operations over the long term through their effects on our customers' operations. Currently, substantially all of our revenue is derived from Tesoro under
various long-term, fee-based commercial agreements that generally include minimum volume commitments.

Principles of Consolidation and Basis of Presentation

The accompanying consolidated financial statements and related notes for the period beginning April 26, 2011 include the accounts of the Partnership and its
subsidiaries. All intercompany accounts and transactions have been eliminated.

As an entity under common control with Tesoro, we recorded the assets that Tesoro contributed to us concurrently with the completion of the Offering (see Note
B for further information related to the Offering) on our balance sheet at Tesoro's historical basis instead of fair value. Additionally, the accompanying
financial statements and related notes for periods presented through April 25, 2011 present the combined financial position, results of operations, cash flows
and division equity of our Predecessor at historical cost.

We have evaluated subsequent events through the filing of this Form 10-K.
 
Summary of Significant Accounting Policies

Use of Estimates. We prepare our financial statements in conformity with accounting principles generally accepted in the United States of America ("U.S.
GAAP"), which requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities as of the date of the
financial statements and the reported amounts of revenues and expenses during the periods presented. We review our estimates on an ongoing basis using
currently available information. Changes in facts and circumstances may result in revised estimates and actual results could differ from those estimates.
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TESORO LOGISTICS LP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Cash and Cash Equivalents. Cash and cash equivalents include bank deposits and low-risk short-term investments with original maturities of three months
or less at the time of purchase. Our cash investment policy disallows investments with sub-prime market exposure. Cash equivalents are stated at cost, which
approximates market value. We place our cash deposits and temporary cash investments with high credit quality financial institutions. At times, our cash and
cash equivalents may be uninsured or in deposit accounts that exceed the Federal Deposit Insurance Corporation insurance limit.

Receivables. The majority of the accounts receivable are due from Tesoro. Credit for non-affiliated customers is extended based on an evaluation of each
customer's financial condition and in certain circumstances, collateral, such as letters of credit or guarantees, is required. Our allowance for doubtful accounts
is based on various factors including current sales amounts, historical charge-offs and specific accounts identified as high risk. Uncollectible accounts
receivable are charged against the allowance for doubtful accounts when all reasonable efforts to collect the amounts due have been exhausted. No amounts
were recorded for allowance for doubtful accounts as of December 31, 2011 and 2010.

Financial Instruments. The carrying value of our financial instruments, including cash and cash equivalents, receivables, accounts payable and certain
accrued liabilities approximates fair value because of the short maturities of these instruments. Additionally, our debt approximates fair value as our
borrowings are under a revolving credit facility.

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation or fair value, if
impaired. We capitalize all construction-related direct labor and material costs, as well as indirect construction costs. Indirect construction costs include general
engineering, taxes and the cost of funds used during construction. Costs, including complete asset replacements and enhancements or upgrades that increase
the original efficiency, productivity or capacity of property, plant and equipment, are also capitalized. The costs of repairs, minor replacements and
maintenance projects, which do not increase the original efficiency, productivity or capacity of property, plant and equipment, are expensed as incurred. We
capitalize interest as part of the cost of major projects during the construction period. These costs are recorded as a reduction to interest and financing costs.

We compute depreciation of property, plant and equipment using the straight-line method, based on the estimated useful life ( one to 30 years) and salvage value
of each asset. When assets are placed into service, we make estimates with respect to their useful lives that we believe are reasonable. However, factors such as
maintenance levels, economic conditions impacting the demand for these assets, and regulatory or environmental requirements could cause us to change our
estimates, thus impacting the future calculation of depreciation. We depreciate leasehold improvements over the lesser of the lease term or the economic life of
the asset.

Impairment of Long-Lived Assets. We review property, plant and equipment and other long-lived assets for impairment whenever events or changes in
business circumstances indicate the net book values of the assets may not be recoverable. Impairment is indicated when the undiscounted cash flows estimated
to be generated by those assets are less than the assets' net book value. If this occurs, an impairment loss is recognized for the difference between the fair value
and net book value. Factors that indicate potential impairment include: a significant decrease in the market value of the asset, operating or cash flow losses
associated with the use of the asset, and a significant change in the asset's physical condition or use. No impairments of long-lived assets were recorded during
the periods included in these financial statements.

Asset Retirement Obligations. An asset retirement obligation ("ARO") is an estimated liability for the cost to retire a tangible asset. We record AROs at fair
value in the period in which we have a legal obligation to incur this liability and can make a reasonable estimate of the fair value of the liability. Cost
projections are based on engineering estimates, expected timing, probability of occurrence, experience gained from similar sites for which comparable projects
have been completed and other closure costs using our credit-adjusted risk free rate.  These estimates will be re-evaluated and adjusted as necessary as more
information becomes available. When the liability is initially recorded, the cost is capitalized by increasing the book value of the related long-lived tangible
asset. The liability is accreted through operating expenses to its estimated settlement value and the related capitalized cost is depreciated over the asset’s useful
life. Settlement dates are estimated by considering our past practice, industry practice, management’s intent and estimated economic lives.

Estimates of the fair value for certain AROs may not be made as settlement dates (or range of dates) associated with these assets are not estimable because we
intend to operate and maintain our assets as long as supply and demand for petroleum products exists. AROs primarily include regulatory or contractual
obligations for the expected future demolition or removal of assets and related hazardous materials, if applicable, located at our leased facilities including the
demolition or removal of tanks, pipelines or other equipment.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Contingencies. In the ordinary course of business, we become party to lawsuits, administrative proceedings and governmental investigations, including
environmental, regulatory and other matters. Large, and sometimes unspecified, damages or penalties may be sought from us in some matters for which the
likelihood of loss may be possible but the amount of loss is not currently estimable. We did not have any outstanding lawsuits, administrative proceedings or
governmental investigations as of December 31, 2011.

Revenue Recognition. The Partnership generates revenue by charging fees for gathering, transporting and storing crude oil and for terminalling, transporting
and storing refined products. Revenues are recognized as crude oil and refined products are shipped through, delivered by or stored in our pipelines, terminals
and storage facility assets and transported by trucking operations, as applicable. All revenues are based on regulated tariff rates or contractual rates. Effective
April 26, 2011, we began recording fees for services rendered to affiliates with respect to trucking, terminalling, storage and short-haul pipeline transportation
services.

Billings to affiliated customers for obligations under their quarterly minimum revenue commitments (shortfall payments) are recorded as deferred revenue if
they have the right to receive future services for these billings. The balance of deferred revenue-affiliate as of December 31, 2011 represents advanced billings
as there were no shortfall payments recorded. The revenue is recognized at the earlier of:

• the customer receiving the future services provided by these billings;
• the expiration of the period in which the customer is contractually allowed to receive the services (typically 3 months); or
• the determination that future services will not be required.

The only historic revenues reflected in the financial statements of our Predecessor are amounts received from third-party use of our pipelines and terminals,
and amounts received from Tesoro with respect to transportation regulated by the Federal Energy Regulatory Commission ("FERC") and the North Dakota
Public Service Commission ("NDPSC") on our High Plains system. Our High Plains system includes our truck-based crude oil gathering operation and our
common carrier pipeline and related storage assets. Tesoro was not charged fees for services rendered with respect to any trucking, terminalling, storage or
short-haul pipeline transportation services prior to April 26, 2011, as the respective assets were operated as a component of Tesoro's petroleum refining and
marketing businesses.

Imbalances. We experience volume gains and losses, which we sometimes refer to as imbalances, within our pipelines, terminals and storage facilities due to
pressure and temperature changes, evaporation and variances in meter readings and in other measurement methods. Under our High Plains Pipeline
transportation services agreement, we retain 0.20% of the crude oil shipped on our High Plains Pipeline, and we bear any crude oil volume losses in excess of
that amount. Under the provisions of our master terminalling services agreement, we retain 0.25% of the refined products we handle at our Anchorage, Boise,
Burley, Stockton and Vancouver terminals for Tesoro, and we bear any refined product volume losses in excess of that amount. The value of any crude oil or
refined product imbalance losses resulting from these contractual provisions is determined by reference to the monthly average market reference price for the
applicable commodity, less a specified discount. Any imbalances under these provisions reduce our operating and maintenance expenses in the period in which
they are realized to the extent they are within the loss allowance and increase our operating and maintenance expenses in such period to the extent they exceed the
loss allowance. For all of our other terminals, and under our other commercial agreements with Tesoro, we have no obligation to measure volume losses and
have no liability for physical losses.

Unit-based Compensation. Our general partner provides unit-based compensation to officers and non-employee directors for the Partnership, which includes
service and performance phantom unit awards. The fair value of our service phantom unit awards on the date of grant is equal to the market price of our
common units. We estimate the grant date fair value of performance phantom unit awards using a Monte Carlo simulation at the inception of the award. We
amortize the fair value over the vesting period using the straight-line method. The phantom unit awards are settled in TLLP common units. Expenses related to
unit-based compensation are included in general and administrative expenses.

Net Income per Limited Partner Unit . In addition to the common and subordinated units, we have identified the general partner interest and the incentive
distribution rights ("IDRs") as participating securities and compute income per unit using the two-class method under which any excess of distributions
declared over net income shall be allocated to the partners based on their respective sharing of income specified in the partnership agreement. Net income per
unit applicable to limited partners (including common and subordinated unitholders) is computed by dividing limited partners' interest in net income, after
deducting the general partner's 2% interest and incentive distributions, by the weighted-average number of outstanding common and subordinated units.
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Income Taxes. We are a limited partnership and are not subject to federal or state income taxes. Accordingly, our taxable income or loss is included in the
federal and state income tax returns of our partners. Taxable income may vary substantially from income or loss reported for financial reporting purposes due
to differences in the tax bases and financial reporting bases of assets and liabilities, and due to certain taxable income allocation requirements of the
partnership agreement. We are unable to readily determine the net difference in the bases of our assets and liabilities for financial and tax reporting purposes
because individual unitholders have different investment bases depending upon the timing and price of acquisition of their partnership units.

U.S. GAAP requires management to evaluate uncertain tax positions taken by the Partnership.  The financial statement effects of a tax position are recognized
when the position is more likely than not, based on the technical merits, to be sustained upon examination by the Internal Revenue Service.  Management has
analyzed the tax positions taken by the Partnership, and has concluded that there are no uncertain positions taken or expected to be taken. The Partnership is
subject to routine audits by taxing jurisdictions; however, there are currently no audits for any tax periods in progress.

New Accounting Standards

Fair Value Measurements and Disclosures. The Financial Accounting Standards Board issued an Accounting Standards Update in May 2011 related to
fair value measurements and disclosures to achieve common fair value measurements and additional consistency of disclosures between U.S. GAAP and
International Financial Reporting Standards. This standard includes amendments that clarify the intent about the application of existing fair value
measurements and disclosures, while other amendments change a principle or requirement for fair value measurements or disclosures. Some of the changes
include (1) the application of the highest and best use and valuation premise concepts, (2) measuring the fair value of an instrument classified in a reporting
entity's shareholders' equity, and (3) quantitative information required for fair value measurements categorized within level 3 of the fair value hierarchy. In
addition, this standard requires additional disclosure for level 3 measurements regarding the sensitivity of fair value to changes in unobservable inputs and
any interrelationships between those inputs. This standard is effective for interim and annual periods beginning after December 15, 2011. We do not believe
the adoption of this standard will have a material impact on our consolidated financial statements.

NOTE B - INITIAL PUBLIC OFFERING

Initial Public Offering ("IPO").  On April 20, 2011, the Partnership's common units began trading on the New York Stock Exchange under the symbol
"TLLP." On April 26, 2011, we closed our Offering of 14,950,000 common units at a price of $21.00 per unit, which included a 1,950,000 unit over-
allotment option that was exercised by the underwriters.

All of our initial net property, plant and equipment was contributed by Tesoro in exchange for:

• 304,890 common units and 15,254,890 subordinated units, representing an approximate aggregate 50% interest, excluding the general partner
interest, in TLLP;

• all of the incentive distribution rights (as discussed in TLLP's partnership agreement);
• 622,649 general partner units, representing a 2% general partner interest; and
• an aggregate cash distribution of $333.0 million.

We received net proceeds of $286.0 million from the sale of 14,950,000 common units, after offering expenses (the "Offering Costs") and debt issuance costs
of $28.0 million and retained $3.0 million of these proceeds for working capital purposes before the cash distribution to Tesoro. We borrowed $50.0 million
under a senior secured revolving credit agreement (the "Revolving Credit Facility") at the closing of the Offering (see Note K for more information regarding the
Revolving Credit Facility), in order to fund a cash distribution to Tesoro in addition to the $283.0 million net distribution related to IPO proceeds in
consideration for contributed assets and to reimburse them for certain capital expenditures incurred with respect to the assets.
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Reconciliation of Cash Proceeds (in millions)  
Total proceeds from the Offering $ 314

Less: Offering Costs, net of debt issuance costs (26)
Proceeds from the Offering, net of Offering Costs 288

Less: Debt issuance costs (2)
Net proceeds from the Offering 286

Less: Cash retained by TLLP (3)
Net proceeds distributed to Tesoro from the Offering 283

Add: Borrowings under the Revolving Credit Facility 50
Distribution to Tesoro $ 333

NOTE C - RELATED-PARTY TRANSACTIONS

Commercial Agreements. The Partnership entered into various long-term, fee-based commercial agreements with Tesoro at the closing of the Offering, and
subsequent to the Offering, under which we provide various pipeline transportation, trucking, terminal distribution and storage services to Tesoro, and Tesoro
commits to provide us with minimum monthly throughput volumes of crude oil and refined products.

If, in any calendar month, Tesoro fails to meet its minimum volume commitments under these agreements, it will be required to pay us a shortfall payment.
These shortfall payments may be applied as a credit against any amounts due above their minimum volume commitments for up to three months after the
shortfall payment was made. We believe the terms and conditions under these agreements, as well as our other initial agreements with Tesoro described below,
are generally no less favorable to either party than those that could have been negotiated with unaffiliated parties with respect to similar services. These
commercial agreements with Tesoro include:
 

• a 10-year pipeline transportation services agreement under which Tesoro pays the Partnership fees for gathering and transporting crude oil on our
High Plains system;

• a crude oil trucking transportation services agreement under which Tesoro pays the Partnership fees for trucking related services and scheduling and
dispatching services that we provide through our High Plains truck-based crude oil gathering operation, which was amended effective January 1,
2012 to extend the agreement to five years and convert fees to mileage- based rates;

• a 10-year master terminalling services agreement under which Tesoro pays the Partnership fees for providing terminalling services at our eight refined
products terminals, which was amended, effective December 1, 2011, to include additional ancillary services for certain terminals;

• a 10-year pipeline transportation services agreement under which Tesoro pays the Partnership fees for transporting crude oil and refined products on
our five Salt Lake City ("SLC") short-haul pipelines; and

• a 10-year SLC storage and transportation services agreement under which Tesoro pays the Partnership fees for storing crude oil and refined products
at our SLC storage facility and transporting crude oil and refined products between the storage facility and Tesoro's Utah refinery through
interconnecting pipelines on a dedicated basis.

Each of these agreements, other than the SLC storage and transportation services agreement, contain minimum volume commitments. The fees under each
agreement are indexed for inflation and, except for the amended trucking transportation services agreement, give Tesoro the option to renew for two five-year
terms. The amended trucking transportation services agreement will renew automatically for one five-year term unless earlier terminated by us or Tesoro.

Additionally, these agreements include provisions that permit Tesoro to suspend, reduce or terminate its obligations under the applicable agreement if certain
events occur; provided, however that Tesoro will still be responsible for one year of continuing minimum payments. These events include Tesoro deciding to
suspend refining operations permanently or indefinitely at one or more of its refineries that will impact the use of assets under these agreements as well as
certain extraordinary events beyond the control of us or Tesoro that would prevent us from performing required services under the applicable agreement.
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In addition to the commercial agreements described above, we also entered into or are contemplating entering into the following agreements with Tesoro:

Omnibus Agreement.  The Partnership entered into an omnibus agreement with Tesoro under which Tesoro agrees not to compete with us under certain
circumstances. It also grants us a right of first offer to acquire certain of Tesoro's retained logistics assets, including certain terminals, pipelines, docks,
storage facilities and other related assets located in California, Alaska and Washington. Further, the omnibus agreement addresses our payment of an annual
fee to Tesoro for the provision of various general and administrative services. Tesoro also reimburses the Partnership for certain maintenance and expansion
capital expenditures that are recorded as capital contributions, and Tesoro indemnifies us for certain matters, including environmental, title and tax matters
associated with the ownership or operation of our assets arising at or before the closing of the Offering on April 26, 2011.

Operational Services Agreement.  The Partnership entered into an operational services agreement with Tesoro under which we reimburse Tesoro for the
provision of certain operational services to us in support of our pipelines, terminals and storage facility including operational services performed by certain of
Tesoro's field-level employees. There is an annual fee, initially in the amount of $0.3 million (prorated for the first year of services), for reimbursement of our
general partner and its affiliates for certain operational services performed by certain of Tesoro's field-level employees in support of our pipelines, terminals
and storage facility as outlined in our operational services agreement. Additional amounts are charged in accordance with the agreement as necessary.

TLLP Transactions. Revenues from affiliates consist of revenues from commercial agreements we entered into with Tesoro at the closing of the Offering and
subsequent to the Offering under which Tesoro pays us fees for gathering, transporting and storing crude oil and transporting, storing and terminalling refined
products. Pursuant to our omnibus agreement, we pay Tesoro an annual corporate services fee, payable in equal monthly installments, initially in the amount
of $2.5 million (prorated for the first year of services), for the provision of various centralized corporate services including executive management, legal,
accounting, treasury, human resources, health, safety and environmental, information technology, insurance coverage, administration and other corporate
services.

Predecessor Transactions. Related-party transactions of our Predecessor were settled through division equity. The balance in receivables and accounts
payable from affiliated companies represents the amount owed from or to Tesoro related to certain affiliate transactions. Revenues from affiliates in the
combined statements of operations of our Predecessor consist of revenues from gathering and transportation services to Tesoro and its affiliates based on
regulated tariff rates for the FERC regulated portions of our High Plains system.
 
Summary of Transactions. A summary of revenue and expense transactions with Tesoro, including expenses directly charged and allocated to our
Predecessor, are as follows (in thousands):

 Year Ended December 31,

 2011   2010  2009
    Predecessor  Predecessor
Revenues $ 77,443   $ 19,477  $ 19,297
Operating and maintenance expenses (a) 14,907   32,460  31,452
General and administrative expenses 7,379   3,198  3,141
____________
(a) Operating and maintenance expenses include imbalance settlement gains of $7.2 million,  $3.3 million and $1.6 million in the years ended December 31, 2011, 2010 and 2009,

respectively. It also includes operating lease expenses of $0.2 million,  $0.4 million and $0.2 million in the years ended December 31, 2011, 2010 and 2009, respectively,
related to our sublease from Tesoro of our Anchorage terminal.

In accordance with our partnership agreement, our common and subordinated units and general partner interest are entitled to receive quarterly distributions of
available cash. In 2011, we paid quarterly cash distributions, totaling $9.6 million to Tesoro. On January 19, 2012, we declared a quarterly cash
distribution of $0.3625 per unit based on the results of the fourth quarter of 2011, including $5.9 million to Tesoro, which was paid on February 13, 2012.
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NOTE D - NET INCOME PER UNIT

The following is a summary of net income (loss) for the year ended December 31, 2011 (in thousands), disaggregated between the Predecessor and the
Partnership:

 Tesoro Logistics LP
Predecessor

  
Tesoro Logistics LP

 Year Ended

    December 31, 2011

 
Through

April 25, 2011   
From

April 26, 2011   
REVENUES $ 8,198   $ 72,748  $ 80,946
COSTS AND EXPENSES       

Operating and maintenance expenses 10,907   24,414  35,321
Depreciation and amortization expenses 2,353   5,725  8,078
General and administrative expenses 1,560   6,430  7,990
Loss on asset disposals —   1  1

Total Costs and Expenses 14,820   36,570  51,390
OPERATING INCOME (LOSS) (6,622)   36,178  29,556

Interest and financing costs, net —   (1,610)  (1,610)
NET INCOME (LOSS) $ (6,622)   $ 34,568  $ 27,946

Basic net income per unit applicable to limited partners (including subordinated unitholders) is computed by dividing limited partners’ interest in net income,
after deducting the general partner’s 2% interest and incentive distributions, by the weighted-average number of outstanding common and subordinated units.
Our net income is allocated to the general partner and limited partners in accordance with their respective partnership percentages, after giving effect to priority
income allocations for incentive distributions, if any, to our general partner, the holder of the IDRs, pursuant to our partnership agreement, which are declared
and paid following the close of each quarter.

Net income per unit is only calculated for the Partnership after the Offering as no units were outstanding prior to April 26, 2011. Earnings in excess of
distributions are allocated to the general partner and limited partners based on their respective ownership interests. Payments made to our unitholders are
determined in relation to actual distributions declared and are not based on the net income allocations used in the calculation of net income per unit. The basic
weighted-average number of units outstanding equals the total number of units outstanding as of December 31, 2011.

Diluted net income per unit includes the effects of potentially dilutive units on our common units, consisting of unvested service and performance phantom
units. Basic and diluted net income per unit applicable to subordinated limited partners are the same because there are no potentially dilutive subordinated
units outstanding.

In addition to the common and subordinated units, we have also identified the general partner interest and IDRs as participating securities and use the two-
class method when calculating the net income per unit applicable to limited partners, which is based on the weighted-average number of common units
outstanding during the period. There have been no additional changes to the outstanding shares after the closing of the Offering.
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The calculation of net income per unit is as follows (in thousands, except unit and per unit amounts):

  Year Ended

  December 31, 2011
Net income subsequent to initial public offering  $ 34,568
Less: General partner's interest in net income subsequent to initial public offering  692
Limited partners' interest in net income subsequent to initial public offering  $ 33,876
   
Weighted average limited partner units outstanding:   

Common units - basic  15,254,890
Common unit equivalents  27,476
Common units - diluted  15,282,366

   
Subordinated units - Tesoro (basic and diluted)  15,254,890

   
Net income per limited partner unit:   

Common - basic  $ 1.11
Common - diluted  $ 1.11
Subordinated - Tesoro (basic and diluted)  $ 1.11

NOTE E - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, at cost, is as follows (in thousands):

 
December 31, 

2011   
December 31, 

2010
    Predecessor
Crude Oil Gathering $ 97,249   $ 94,482
Terminalling, Transportation and Storage 108,929   98,771

Gross Property, Plant and Equipment 206,178   193,253
Less: Accumulated depreciation 69,914   61,763

Net Property, Plant and Equipment $ 136,264   $ 131,490

We capitalize interest as part of the cost of major projects during the construction period. Capitalized interest totaled $0.1 million for the year ended December
31, 2011 and is recorded as a reduction to interest and financing costs. Immaterial amounts of capitalized interest were recorded for Predecessor periods.
Depreciation expense totaled $8.1 million,  $8.0 million and $8.8 million for the years ended December 31, 2011, 2010 and 2009, respectively.

NOTE F - OTHER NONCURRENT ASSETS

Other noncurrent assets are as follows (in thousands):

 December 31, 2011   December 31, 2010
    Predecessor
Deposits $ 1,527   $ —
Deferred finance costs 1,432   —
Deferred maintenance costs, net of amortization 113   116

Total Other Noncurrent Assets $ 3,072   $ 116
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NOTE G - ACCRUED LIABILITIES

Accrued liabilities are as follows (in thousands):

 
December 31, 

2011   
December 31, 

2010
    Predecessor
Taxes other than income taxes $ 667   $ 607
Utilities 143   502
Interest and financing costs 18   —
Deferred revenue - trade 10   25
Employee costs - affiliate —   895
Environmental liabilities —   526
Accrued vacation —   519
Capital expenditures —   164
Other 40   —

Total Accrued Liabilities $ 878   $ 3,238

NOTE H - OTHER NONCURRENT LIABILITIES

Other noncurrent liabilities are as follows (in thousands):

 
December 31, 

2011   
December 31, 

2010
    Predecessor
Asset retirement obligations $ 44   $ 41
Environmental liabilities —   1,553

Total Other Noncurrent Liabilities $ 44   $ 1,594

For further discussion related to environmental liabilities and AROs, see Note L - Commitments and Contingencies.

NOTE I - BENEFIT PLANS

Employees supporting our operations participate in the benefit plans and the employee thrift plan of Tesoro. The Predecessor was allocated expenses for costs
associated with the benefit plans primarily based on the percentage of the Predecessor's allocated salaries compared to Tesoro's total salaries. Tesoro,
subsequent to the Offering, allocates expense for costs associated with the benefit plans based on the salaries of Tesoro's employees that provide services to
TLLP as a percentage of total Tesoro salaries. These employee benefit plan expenses and the related payroll costs are included in operating expenses and general
and administrative expenses and include amounts allocated to the Predecessor for periods prior to the closing of the Offering as described below.

Our portion of our Sponsor's employee benefit plan expenses were $1.6 million,  $0.4 million and $1.3 million for the years ended December 31, 2011,  2010
and 2009, respectively. Our Predecessor's share of such costs was $0.3 million,  $0.4 million and $1.3 million for the years ended December 31, 2011,  2010
and 2009, respectively.

NOTE J - MAJOR CUSTOMER AND CONCENTRATIONS OF CREDIT RISK
 
TRMC, a wholly owned subsidiary of Tesoro, accounted for 96% of our total revenues in the year ended December 31, 2011. Historically, TRMC was a
customer of the crude oil gathering segment and accounted for 84% and 85% of our Predecessor's total revenues in the years ended December 31, 2010 and
2009, respectively. These percentages are not comparable as no revenues were recorded for the Predecessor with TRMC in the terminalling, transportation and
storage segment or for trucking services in the crude oil gathering segment prior to April 26, 2011.
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NOTE K - DEBT

We entered into the Revolving Credit Facility, concurrent with the closing of the Offering on April 26, 2011, with a syndicate of banks and financial
institutions. The Revolving Credit Facility provides for total loan availability of $150.0 million and allows us to request that the capacity be increased up to an
aggregate of $300.0 million, subject to receiving increased commitments from the lenders. The Revolving Credit Facility is non-recourse to Tesoro, except for
Tesoro Logistics GP (our general partner), and is guaranteed by all of our subsidiaries and secured by substantially all of our assets. Borrowings available
under the Revolving Credit Facility are up to the total available revolving capacity of the facility. We had $50.0 million of borrowings and $0.3 million in
letters of credit outstanding under the Revolving Credit Facility, resulting in a total unused credit availability of $99.7 million or 66% of the borrowing
capacity as of December 31, 2011.

Borrowings under the Revolving Credit Facility bear interest at either a base rate plus the base rate margin or a Eurodollar rate plus the Eurodollar margin,
upon election. The applicable margin varies based upon a certain coverage ratio, as defined. We also incur commitment fees for the unused portion of the
Revolving Credit Facility at an annual rate. Letters of credit outstanding under the Revolving Credit Facility incur fees at the Eurodollar margin rate. The
Revolving Credit Facility is scheduled to mature on April 25, 2014.

Our Revolving Credit Facility, as of December 31, 2011, was subject to the following expenses and fees:

Credit Facility  

30 day
Eurodollar

(LIBOR) Rate  
Eurodollar

Margin  Base Rate  
Base Rate

Margin  
Commitment Fee
(unused portion)

TLLP Revolving Credit Facility (a)  0.30%  2.50%  3.25%  1.50%  0.50%
____________
(a) We have the option to elect if the borrowings will bear interest at either a base rate plus the base rate margin, or a Eurodollar rate, for the applicable period, plus the

Eurodollar margin at the time of the borrowing.

The aggregate maturities of long-term debt for each of the next five years following December 31, 2011 were: 2014 - $50 million.

NOTE L - COMMITMENTS AND CONTINGENCIES
 
Commitments

Future minimum annual payments applicable to all noncancellable operating leases and purchase obligations as of December 31, 2011 are as follows (in
thousands):

 Payments Due by Period
 2012  2013  2014  2015  2016  Thereafter  Total
Operating leases $ 2,021  $ 1,802  $ 1,047  $ 549  $ 505  $ 28  $ 5,952
Purchase Obligations 108  —  —  —  —  —  108

Total $ 2,129  $ 1,802  $ 1,047  $ 549  $ 505  $ 28  $ 6,060

We have various cancellable and noncancellable operating leases related to land, trucks, terminals, right-of-way permits and other operating facilities. In
general, these leases have remaining primary terms up to 9  years and typically contain multiple renewal options. Total lease expense for all operating leases,
including leases with a term of one month or less, was $2.9 million,  $2.5 million and $1.9 million for the years ended December 31, 2011, 2010 and 2009,
respectively.
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Our purchase obligations include service agreement commitments that are enforceable and legally binding on us that meet any of the following criteria: (1) they
are non-cancellable, (2) we would incur a penalty if the agreement was cancelled, or (3) we must make specified minimum payments even if we do not take
delivery of the contracted products or services. If we can unilaterally terminate the agreement simply by providing a certain number of days notice or by
paying a termination fee, we have included the termination fee or the amount that would be paid over the "notice period." Contracts that can be unilaterally
terminated without a penalty are not included. Total expense under these service agreements was $0.2 million for the year ended December 31, 2011. No
amounts were recorded for the years ended December 31, 2010 and 2009, respectively.

Indemnification

Under the omnibus agreement, Tesoro, through certain of its subsidiaries, indemnifies us for certain environmental liabilities and title and tax matters
associated with the ownership or operation of our assets and arising at or before the closing of the Offering on April 26, 2011. Indemnification for unknown
environmental and title liabilities is limited to pre-closing conditions identified prior to the earlier of April 26, 2016 and the date that Tesoro no longer controls
our general partner (provided that, in any event, such date shall not be earlier than April 26, 2013), and a $0.25 million aggregate annual deductible for each
type (unknown environmental liabilities or title matters) before we are entitled to indemnification in any calendar year. We have agreed to indemnify Tesoro for
events and conditions associated with the ownership or operation of our assets that occur after the closing of the Offering.

Contingencies

In the ordinary course of business, we may become party to lawsuits, administrative proceedings and governmental investigations, including environmental,
regulatory and other matters. The outcome of these matters cannot always be predicted accurately, but the Predecessor has accrued liabilities for certain of these
matters based on our best estimates and applicable accounting guidelines and principles if the amount is probable and estimable. (See Notes G and H for
amounts accrued for environmental liabilities and AROs). Contingencies arising after the closing of the Offering from conditions existing before April 26,
2011, will be recorded in accordance with the indemnification terms set forth in the omnibus agreement, while any contingencies arising from events after
April 25, 2011, will be fully recognized by TLLP. We did not have any outstanding lawsuits, administrative proceedings or governmental investigations as of
December 31, 2011.

Environmental Liabilities

Our Predecessor recorded environmental liabilities when environmental assessments and/or remedial efforts were probable and could be reasonably estimated.
Environmental liabilities of $2.1 million were accrued as of December 31, 2010, for groundwater and soil remediation projects at our Stockton, Burley and
Anchorage terminals. These liabilities were retained by Tesoro at the closing of the Offering. Further, the Predecessor capitalized environmental expenditures
that extended the life or increased the capacity of assets as well as expenditures that prevented environmental contamination. The Partnership did not have any
accruals for environmental liabilities as of December 31, 2011.

Asset Retirement Obligations

AROs primarily include regulatory or contractual obligations for the expected future demolition or removal of assets and related hazardous materials, if
applicable, located at our leased facilities. Our Predecessor has historically recorded liabilities for AROs at a number of operated pipeline, terminal and storage
properties. Upon completion of the Offering, the Partnership assumed the existing AROs and adopted the accounting policies of the Predecessor in recognizing
future liabilities.  Changes in AROs for the years ended December 31, 2011 and 2010 were as follows (in thousands):

 December 31, 2011   December 31, 2010
    Predecessor
Balance, January 1 $ 41   $ 43
Accretion Expense 3   2
Changes in timing and amount of estimated cash flows —   (4)
Balance, December 31 $ 44   $ 41
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NOTE M - EQUITY

We had 14,950,000 common public units outstanding as of December 31, 2011. Additionally, Tesoro owned 304,890 of our common units, 15,254,890 of
our subordinated units and 622,649 of our general partner units (the 2% general partner interest) as of December 31, 2011, which together constitutes a 52%
ownership interest in us. The Offering transactions were allocated in accordance with agreements signed concurrently with the Offering and the pro-rata
ownership of the units held by Tesoro. There have not been any changes to the number of outstanding shares since the closing of the Offering.

Allocations of Net Income . Our partnership agreement contains provisions for the allocation of net income and loss to the unitholders and the general partner.
For purposes of maintaining partner capital accounts, the partnership agreement specifies that items of income and loss shall be allocated among the partners
in accordance with their respective percentage interest. Normal allocations according to percentage interests are made after giving effect, if any, to priority
income allocations in an amount equal to incentive cash distributions allocated 100% to the general partner.

The calculation of net income allocated to the partners is as follows (in thousands, except per unit amounts):

Net Income Attributable to Tesoro Logistics LP Limited Partner Unit - Common Units

  
Year ended December 31,

2011
Distributions (a)  $ 14,603
Undistributed earnings  2,335
Limited partners' interest in net income subsequent to initial public offering  $ 16,938
   

Net Income Attributable to Tesoro Logistics LP Limited Partner Unit - Subordinated Units

  
Year ended December 31,

2011
Distributions (a)  $ 14,603
Undistributed earnings  2,335
Limited partners' interest in net income subsequent to initial public offering  $ 16,938
____________
(a) The total distributions declared per unit were $0.9573.

Incentive Distribution Rights. The following table illustrates the percentage allocations of available cash from operating surplus between the unitholders and
our general partner based on the specified target distribution levels. The amounts set forth under marginal percentage interest in distributions are the percentage
interests of our general partner and the unitholders in any available cash from operating surplus we distribute up to and including the corresponding amount in
the column total quarterly distribution per unit target amount. The percentage interests shown for our unitholders and our general partner for the minimum
quarterly distribution are also applicable to quarterly distribution amounts that are less than the minimum quarterly distribution. The percentage interests set
forth below for our general partner assume that there are no arrearages on common units, our general partner has contributed any additional capital necessary
to maintain its 2% general partner interest and that our general partner owns all of the IDRs.

 

Total quarterly distribution per unit target amount

 Marginal percentage interest in distributions

  Unitholders  General Partner  
Incentive

Distribution Rights

Minimum Quarterly Distribution $0.337500   98%  2%  —
First Target Distribution Above $0.337500 up to $0.388125  98%  2%  —
Second Target Distribution Above $0.388125 up to $0.421875  85%  2%  13%
Third Target Distribution Above $0.421875 up to $0.506250  75%  2%  23%
Thereafter Above $0.506250   50%  2%  48%
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Cash distributions. Our partnership agreement, as amended, sets forth the calculation to be used to determine the amount and priority of cash distributions
that the common and subordinated unitholders and general partner will receive. In accordance with our partnership agreement, on January 19, 2012, we
declared a quarterly cash distribution, based on the results of the fourth quarter of 2011, totaling $11.3 million, or $0.3625 per unit, or $1.45 per unit on an
annualized basis. This distribution was paid on February 13, 2012 to unitholders of record on February 3, 2012.

We did not pay any IDRs to our general partner in the year ended December 31, 2011. The allocation of total quarterly cash distributions to general and limited
partners is as follows for the year ended December 31, 2011. Our distributions are declared subsequent to quarter end; therefore, the table represents total cash
distributions applicable to the period in which the distributions are earned (in thousands, except per unit amounts):

  
Year ended December 31,

2011
General partner's interest  $ 597
   

Limited partners' distribution:   
Common  14,603
Subordinated  14,603

Total Cash Distributions  $ 29,803
Cash distributions per unit  $ 0.9573

NOTE N - EQUITY-BASED COMPENSATION

The Tesoro Logistics LP 2011 Long-Term Incentive Plan (the "LTIP") was adopted by the Tesoro Logistics GP, LLC Board of Directors in connection with the
closing of the initial public offering on April 26, 2011 and provides for awards of options, restricted units, phantom units, distribution equivalent rights,
substitute awards, unit appreciation rights and unit awards to be available for employees, consultants and directors of the general partner and any of their
affiliates who perform services for the Partnership. The Partnership had 662,327 units available for future grants under the LTIP at December 31, 2011,
assuming a 200% payout of performance phantom unit awards. When the awards granted under the LTIP vest we will issue new TLLP common units.

Unit-based compensation expense related to the Partnership that was included in our statements of consolidated operations was as follows (in thousands):

  
Year ended December 31,

2011
Service phantom units  $ 146
Performance phantom units  333

Total Unit-Based Compensation Expense  $ 479

Service Phantom Unit Awards. During the year ended December 31, 2011, our general partner issued service phantom unit awards with tandem distribution
equivalent rights to certain directors and employees under the LTIP in connection with the closing of the Offering. The fair value of each phantom unit on the
grant date is equal to the market price of our common unit on that date. The estimated fair value of our phantom units is amortized over the vesting period
using the straight-line method. Non-employee director awards vest at the end of a one-year period and employee awards vest ratably over a three-year service
period. Total unrecognized compensation cost related to our nonvested service phantom units totaled $0.2 million as of December 31, 2011, which is expected
to be recognized over a weighted-average period of 1.8 years. The fair value of nonvested service phantom units outstanding as of December 31, 2011 totaled
$0.5 million.
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A summary of our service phantom unit award activity for the twelve months ended December 31, 2011 is set forth below:

 
Number of Service Phantom

Units  
Weighted-Average Grant Date

Fair Value

Nonvested at January 1, 2011 —  $ —
Granted 14,073  23.24

Nonvested at December 31, 2011 14,073  $ 23.24

Performance Phantom Unit Awards. Our general partner granted performance phantom unit awards to certain officers in May 2011. These performance
phantom unit awards represent the right to receive a TLLP common unit at the end of the approximately three-year performance period depending on the
Partnership's achievement of pre-established performance measures. The value of the award ultimately paid will be based on our relative total unitholder return
against the performance peer group over the performance period. The performance phantom unit awards can range from 0% to 200% of the targeted award
value. Our estimated payout was 200% based on results through December 31, 2011. The fair value of each performance phantom unit award is estimated at
the grant date using a Monte Carlo simulation model. The estimated fair value is amortized over a vesting period of 2.63 years using the straight-line method.
Total unrecognized compensation cost related to our nonvested performance phantom units totaled $0.9 million as of December 31, 2011, which is expected to
be recognized over a weighted-average period of 2.0 years.

A summary of our performance phantom unit award activity for the year ended December 31, 2011, assuming a 100% payout, is set forth below:

 
Number of Performance

Phantom Units  
Weighted-Average Grant

Date Fair Value

Nonvested at January 1, 2011 —  $ —
Granted 36,800  32.99

Nonvested at December 31, 2011 36,800  $ 32.99

Expected volatilities are based on the historical volatility of peer companies over approximately the last three years, which is indicative of the performance
period for the awards. Expected dividend yield assumes dividends or distributions are incorporated into the unit price movements of the peer group. The risk-
free rate for periods within the performance period is based on the U.S. Treasury yield curve in effect at the time of grant. A summary of weighted average
assumptions as of the grant date is presented below:

Expected volatility 41%
Expected dividend yield —%
Expected forfeiture rate —%
Risk-free interest rate 0.79%
Unit price on date of grant $ 23.11

Sponsor's Stock-based Compensation. Employees supporting the Predecessor's operations received long-term incentive compensation that is part of Tesoro's
stock-based compensation programs, which primarily consist of stock options, restricted common stock and stock appreciation rights issued to certain
officers and other key employees. The fair value of each stock option issued is estimated on the grant date using the Black-Scholes option-pricing model and is
amortized over the vesting period using the straight-line method. These awards generally will become exercisable after one year in 33% annual increments and
expire ten years from the date of grant. The fair value of restricted common stock on the grant date is equal to the market value of a share of Tesoro stock on
that date. These awards generally vest in annual increments ratably over three years. The fair value of a stock appreciation right is estimated at the end of each
reporting period using the Black-Scholes option-pricing model. These awards generally vest ratably over three years following the date of grant and expire
seven years from the grant date.
 
Certain Tesoro employees supporting the Predecessor's operations were historically granted these types of awards. The Predecessor was allocated expenses for
stock-based compensation costs. These costs are included in the Predecessor's general and administrative expenses. The Predecessor allocated expense was
$0.7 million,  $0.3 million and $0.2 million for the years ended December 31, 2011,  2010 and 2009, respectively. However, the Partnership will not be
allocated these stock-based compensation costs as they are included with the services provided under the omnibus agreement.
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NOTE O - SEGMENT DISCLOSURES

Our revenues are derived from two operating segments: Crude Oil Gathering and Terminalling, Transportation and Storage. Our assets consist of a crude oil
gathering system in the Bakken Shale/Williston Basin area of North Dakota and Montana, eight refined products terminals in the midwestern and western
United States, a crude oil and refined products storage facility and five related short-haul pipelines. Our revenues are generated from existing third-party
contracts and from commercial agreements we entered into with Tesoro at the closing of the Offering, and subsequent to the Offering, under which Tesoro pays
us fees for gathering, transporting and storing crude oil and transporting, storing and terminalling refined products. The commercial agreements with Tesoro
are described in Note C. The tariff rates for intrastate transportation on our High Plains system were adjusted in January 2011 to reflect more uniform mileage-
based rates that are comparable to rates for similar pipeline gathering and transportation services in the area. This adjustment has created an overall increase in
revenues that we receive for committed and uncommitted intrastate transportation services on our High Plains system. We do not have operations in foreign
countries. Therefore, revenue in foreign countries and long-lived assets located in foreign countries are not material to our operations.

Crude Oil Gathering.  Our crude oil gathering system in North Dakota and Montana, which we refer to as our High Plains system, includes an approximate
27,000 barrels per day ("bpd") truck-based crude oil gathering operation and approximately 700 miles of common carrier pipeline (the "High Plains Pipeline")
and related storage assets. The High Plains system has the capacity to deliver up to 85,000 bpd to Tesoro's North Dakota refinery, which is presently limited
to processing 60,000 bpd of shipments, and 9,000 bpd into a third-party pipeline at Richey, Montana. This system gathers and transports crude oil produced
in the Williston Basin including production from the Bakken Shale formation. We refer to this area, a significant portion of which is serviced by our High
Plains system, as the Bakken Shale/Williston Basin area.

Terminalling, Transportation and Storage.  We own and operate eight refined products terminals with aggregate truck and barge delivery capacity of
approximately 239,300 bpd. The terminals provide distribution primarily for refined products produced at Tesoro's refineries located in Los Angeles and
Martinez, California (the Los Angeles and Martinez refineries, respectively); Salt Lake City, Utah (the Utah refinery); Kenai, Alaska (the Alaska refinery);
Anacortes, Washington (the Washington refinery); and Mandan, North Dakota (the North Dakota refinery). We also own and operate assets that exclusively
support Tesoro's Utah refinery, including a refined products and crude oil storage facility with total shell capacity of approximately 878,000 barrels and three
short-haul crude oil supply pipelines and two short-haul refined product delivery pipelines connected to third-party interstate pipelines.

The operating segments adhere to the accounting polices used for our consolidated financial statements, as described in Note A. Our operating segments are
strategic business units that offer different services and are managed separately because each segment requires different industry knowledge, technology and
marketing strategies. We evaluate the performance of each segment based on its respective operating income. Segment operating income includes those revenues
and expenses that are directly attributable to management of the respective segment. General and administrative expenses not directly attributable to an
individual segment and interest and financing costs are excluded from segment operating income. Identifiable assets not directly attributable to a segment
include cash and other assets that are not associated with a specific operating segment.
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Segment information is as follows (in thousands):

 Years Ended December 31,

 2011 (a)   2010  2009
REVENUES    Predecessor  Predecessor

Crude Oil Gathering:       
Affiliate (b) $ 44,570   $ 19,477  $ 19,297
Third-party 389   115  125

Total Crude Oil Gathering 44,959   19,592  19,422
Terminalling, Transportation and Storage:    

Affiliate (b) 32,873   —  —
Third-party 3,114   3,708  3,237

Total Terminalling, Transportation and Storage 35,987   3,708  3,237
Total Segment Revenues $ 80,946   $ 23,300  $ 22,659
    
OPERATING AND MAINTENANCE EXPENSES    

Crude Oil Gathering $ 23,721   $ 19,622  $ 18,917
Terminalling, Transportation and Storage 11,600   12,838  12,535

Total Segment Operating and Maintenance Expenses $ 35,321   $ 32,460  $ 31,452
    
DEPRECIATION AND AMORTIZATION EXPENSES    

Crude Oil Gathering $ 3,141   $ 3,097  $ 3,073
Terminalling, Transportation and Storage 4,937   4,909  5,747

Total Segment Depreciation and Amortization Expenses $ 8,078   $ 8,006  $ 8,820
    
GENERAL AND ADMINISTRATIVE EXPENSES    

Crude Oil Gathering $ 1,304   $ 563  $ 536
Terminalling, Transportation and Storage 1,566   406  379

Total Segment General and Administrative Expenses $ 2,870   $ 9 6 9  $ 915
    
(GAIN) LOSS ON ASSET DISPOSALS      

Crude Oil Gathering $ (10)   $ 62  $ 45
Terminalling, Transportation and Storage 11   450  1,069

Total Segment Loss on Asset Disposals $ 1   $ 512  $ 1,114
      
OPERATING INCOME (LOSS)    

Crude Oil Gathering $ 16,803   $ (3,752)  $ (3,149)
Terminalling, Transportation and Storage 17,873   (14,895)  (16,493)

Total Segment Operating Income (Loss) 34,676   (18,647)  (19,642)
Unallocated general and administrative expenses (5,120)   (2,229)  (2,226)
Interest and financing costs, net (1,610)   —  —
NET INCOME (LOSS) $ 27,946   $ (20,876)  $ (21,868)
____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning April 26,

2011, the date TLLP commenced operations.
(b) Historically, no affiliate revenue was recognized by our Predecessor in the Terminalling, Transportation and Storage segment. Our FERC and NDPSC regulated pipelines

were our source of affiliate revenues in the Crude Oil Gathering segment. No affiliate revenue was recognized by our Predecessor for trucking services in the Crude Oil
Gathering segment.
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Capital expenditures by operating segment were as follows (in thousands):

 December 31,

 2011   2010  2009
Capital Expenditures    Predecessor  Predecessor

Crude Oil Gathering $ 5,546   $ 271  $ 92
Terminalling, Transportation and Storage 5,977   1,799  9,142

Total Capital Expenditures $ 11,523   $ 2,070  $ 9,234

Total identifiable assets by operating segment were as follows (in thousands):

 December 31,

 2011   2010  2009
Identifiable Assets    Predecessor  Predecessor

Crude Oil Gathering $ 72,795   $ 68,902  $ 71,207
Terminalling, Transportation and Storage 76,667   66,675  70,008

 Other 20,691   —  —
Total Identifiable Assets $ 170,153   $ 135,577  $ 141,215

NOTE P - QUARTERLY FINANCIAL DATA (UNAUDITED)

 Quarters   
 First  Second  Third  Fourth  Total Year
2011 (a) (Dollars in thousands, except per unit amounts)
Total Revenues $ 6,270  $ 19,766  $ 27,127  $ 27,783  $ 80,946
Operating and Maintenance Expenses 8,708  8,141  7,382  11,090  35,321
Operating Income (Loss) (5,814)  7,548  15,728  12,094  29,556
Net Income (Loss) (5,814)  7,087  15,127  11,546  27,946
Limited partners' interest in net income subsequent to initial
public offering —  7,738  14,824  11,314  33,876
Net Income per limited partner unit: (b)     
Common (basic and diluted) $ —  $ 0.25  $ 0.49  $ 0.37  $ 1.11
Subordinated - Tesoro (basic and diluted) $ —  $ 0.25  $ 0.49  $ 0.37  $ 1.11

2010 (Predecessor) (b)     
Total Revenues $ 5,896  $ 4,922  $ 6,156  $ 6,326  $ 23,300
Operating and Maintenance Expenses 8,043  8,081  9,360  6,976  32,460
Operating Loss (4,781)  (6,431)  (6,124)  (3,540)  (20,876)
Net Loss (4,781)  (6,431)  (6,124)  (3,540)  (20,876)
____________
(a) The information presented includes the results of operations of our Predecessor for periods presented through April 25, 2011 and of TLLP for the period beginning April 26,
2011, the date TLLP commenced operations.
(b) Net income per unit is only calculated for the Partnership after the Offering as no units were outstanding prior to April 26, 2011.

84



Table of Contents

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

We carried out an evaluation required by the Securities Exchange Act of 1934, as amended (the "Exchange Act"), under the supervision and with the
participation of our management, including the Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our
disclosure controls and procedures pursuant to Rule 13a-15(b) under the Exchange Act as of the end of the year. Based upon that evaluation, the Chief
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of December 31, 2011. Our disclosure
controls and procedures are designed to provide reasonable assurance that the information that we are required to disclose in reports we file under the Exchange
Act is recorded,  processed,  summarized and reported within the time periods specified in SEC rules and forms and 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. 

There were no changes in our internal control over financial reporting that occurred during the quarter ended December 31, 2011, that have materially affected,
or are reasonably likely to materially affect, our internal control over financial reporting.

Management Report on Internal Control over Financial Reporting

The Securities and Exchange Commission ("SEC"), as required by Section 404 of the Sarbanes-Oxley Act, adopted rules requiring companies to file reports
with the SEC to include a management report on such company's internal control over financial reporting in its annual report. In addition, our independent
registered public accounting firm must attest to our internal control over financial reporting. This, our first Annual Report on Form 10-K, will not include a
report of management's assessment regarding internal control over financial reporting or an attestation report of our independent registered public accounting
firm due to a transition period established by SEC rules applicable to new public companies. Management will be required to provide an assessment of the
effectiveness of our internal control over financial reporting and our independent registered public accounting firm will report on such assertion as of December
31, 2012.

ITEM 9B. OTHER INFORMATION

Item 1.01  Entry into a Material Definitive Agreement.

Amendment No. 1 to Omnibus Agreement

Tesoro Logistics LP (the “Partnership”), in connection with the closing of our initial public offering on April 26, 2011, entered into an Omnibus Agreement
(the “Omnibus Agreement”) with our general partner, Tesoro Logistics GP, LLC (the “General Partner”), and Tesoro Corporation (“Tesoro”), Tesoro Refining
and Marketing Company ("TRMC"), Tesoro Alaska Company ("Tesoro Alaska") and Tesoro Companies, Inc., (collectively, the "Parties"). On February 28,
2012, the Parties entered into Amendment No. 1 to the Omnibus Agreement (the "Amendment") to clarify certain language and reflect the original intent of the
Parties with respect to the allocation of certain severance and change-of-control benefits.

The foregoing description is not complete and is qualified in its entirety by reference to the Amendment, which is filed as Exhibit 10.11 to this Annual Report
on Form 10-K and is incorporated herein by reference.
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Terminal Expansion Agreement

Tesoro Logistics Operations LLC ("TLO" or the “Operating Company”), one of our subsidiaries, previously entered into a Master Terminalling Services
Agreement (the "MTSA") with TRMC under which TLO provides dedicated terminalling services for TRMC and Tesoro Alaska at certain petroleum
products terminals specified in the MTSA. On February 27, 2012, the Operating Company and TRMC entered into a Terminal Expansion Agreement (the
"Expansion Agreement") that provides for the MTSA to be amended upon completion of a capital expansion project. The Expansion Agreement was entered
into because TRMC desires to have the operating capacity at the Operating Company's Stockton terminal increased in order to allow additional throughput,
and the Operating Company is willing to undertake such capital project provided that the minimum volume throughput commitment under the MTSA is
increased.

The expansion project at the Stockton terminal contemplated by the Expansion Agreement includes the construction of two product storage tanks totaling
90,000 barrels ("bbls") of shell capacity, replacement of the vapor recovery unit with one of greater capacity, and various related changes to the Stockton
terminal's infrastructure to increase its maximum throughput from 7,600 bbls/day to 18,000 bbls/day (collectively, the “Stockton Expansion Project”).
 
The MTSA currently provides for an aggregate Minimum Throughput Commitment of 100,000 bbls/day each month for all the terminals covered thereby, of
which 7,600 bbls/day is the Stipulated Volume allocated to throughput at the Stockton terminal. Upon completion of the Stockton Expansion Project, the
MTSA will be amended to increase the aggregate Minimum Throughput Commitment by 8,400 bbls/day to 108,400 bbls/day (provided that there are no other
changes in the Minimum Throughput Capacity related to changes in the Stipulated Volume of other terminals) and the Stipulated Volume for the Stockton
terminal will be increased to 16,000 bbls/day. There will also be a specific commitment (the "Stockton Minimum Throughput Commitment") for TRMC to
throughput at the Stockton terminal a minimum volume of 13,600 bbls/day, which will be supplemental to the overall Minimum Throughput Capacity for all
terminals subject to the MTSA.

 
The foregoing description is not complete and is qualified in its entirety by reference to the Expansion Agreement, which is filed as Exhibit 10.21 to this
Annual Report on Form 10-K and is incorporated herein by reference.
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PART III.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Tesoro Logistics GP, LLC, our general partner, is a wholly-owned, direct subsidiary of Tesoro Corporation. Our general partner manages our operations and
activities on our behalf through its officers and directors. References in this Part III to the "Board," "directors," or "officers" refer to the Board, directors and
officers of our general partner.

Director Experience and Qualifications

We believe that the Board, as a whole, should possess a combination of skills, professional experience, and diversity of backgrounds and perspectives
necessary to oversee our business and bring different experiences and perspectives to the Board. In addition, there are certain attributes that every director
should possess, which are described below. Accordingly, Tesoro Corporation and the Board consider the qualifications of directors and director candidates
individually and in the broader context of the Board's overall composition and our current and future needs.

The Board is responsible for annually reviewing the appropriate skills and characteristics required of directors in the context of the current makeup of the
Board. As set forth in the Corporate Governance Guidelines, these criteria include issues of diversity, age, education, skills, integrity, leadership and judgment
all in the context of an assessment of the perceived needs of the Board at that point in time. Among other things, the Board has determined that it is important
to have individuals with the following skills and experiences on the Board:

• Leadership experience, as directors with experience in significant leadership positions possess strong abilities to motivate and manage others and to
identify and develop leadership qualities in others.

• Knowledge of the energy industry, particularly logistics operations, which is relevant to understanding our business and strategy.
• Operations experience, as it gives directors a practical understanding of developing, implementing and assessing our business strategy and operating

plan.
• Legal experience, which is relevant to oversight of our legal and compliance matters.
• Risk management experience, which is relevant to the Board's oversight of our risk assessment and risk management programs.
• Financial/accounting experience, particularly knowledge of finance and financial reporting processes, which is relevant to understanding and

evaluating our capital structure and overseeing the preparation of our financial statements, and internal controls over financial reporting.
• Government/regulatory experience, which is relevant to us as we operate in a heavily regulated industry that is directly affected by governmental

requirements.
• Strategic planning experience, which is relevant to the Board's review of our strategies and monitoring their implementation and results.
• Talent management experience, which is valuable in helping us attract, motivate and retain top candidates for management positions.
• Public company board service, as directors who have served on other public company boards have experience overseeing and providing insight and

guidance to management.

The specific qualifications and experience of the individual directors are set forth below.

Directors and Executive Officers of Tesoro Logistics GP, LLC (our General Partner)

Our common unitholders do not nominate candidates for, or vote for the election of, the directors of the general partner. The general partner is a limited liability
company, and its directors are elected by its sole member, which is Tesoro Corporation. The directors of our general partner hold office until their successors
have been elected or qualified or until their earlier death, resignation, removal or disqualification. The executive officers of the general partner are appointed by
its directors. The following table shows information for the current directors and executive officers of the general partner.
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Name  Age  Position with the General Partner
Gregory J. Goff  5 5  Chairman of the Board of Directors and Chief Executive Officer
Phillip M. Anderson  46  President and Director
Raymond J. Bromark  6 6  Director
Mary F. Morgan  5 9  Director
Thomas C. O'Connor  5 6  Director
Charles S. Parrish  54  Vice President, General Counsel, Secretary and Director
Daniel R. Romasko  48  Vice President, Chief Operating Officer and Director
G. Scott Spendlove  48  Vice President, Chief Financial Officer and Director
Ralph J. Grimmer  60  Vice President, Operations

Gregory J. Goff.  Gregory J. Goff was appointed Chief Executive Officer and Chairman of the Board of Directors of our general partner in December 2010.
Mr. Goff has also served as Chief Executive Officer and President of Tesoro since May 2010. While he devotes the majority of his time to his roles at Tesoro,
Mr. Goff also spends time, as needed, directly managing our business and affairs. Prior to joining Tesoro, Mr. Goff was Senior Vice President, Commercial
with ConocoPhillips Corporation, an international, integrated energy company, from 2008 to 2010. He held various other positions at ConocoPhillips from
1981 to 2008, including director and CEO of Conoco JET Nordic from 1998 to 2000; Chairman and Managing Director of Conoco Limited, a UK-based
refining and marketing affiliate, from 2000 to 2002; President of ConocoPhillips Europe and Asia Pacific downstream from 2002 to 2004; President of
ConocoPhillips U.S. Lower 48 and Latin America exploration and production business from 2004 to 2006; and President of ConocoPhillips specialty
businesses and business development from 2006 to 2008. Mr. Goff serves as a director of the American Fuel and Petrochemical Manufacturers trade
association and on the National Advisory Board of the University of Utah Business School. Previously, Mr. Goff served on the board of Chevron Phillips
Chemical Company, a private company, and was a member of the upstream and downstream committees of the American Petroleum Institute. Mr. Goff
received a bachelor's degree in science from the University of Utah and a master's degree in business administration from the University of Utah.

We believe Mr. Goff brings to the Board a deep understanding of and unique perspective on our business, operations and market environment, as well as that
of Tesoro. Mr. Goff also brings to the Board leadership, industry, strategic planning and operations experience.

Current Public Company Directorships: Polyone Corp. and Tesoro Corporation (Tesoro and its subsidiaries collectively own approximately 52% of our
partnership interests)

Former Public Company Directorships : DCP Midstream GP, LLC (from 2008 until 2010)

Phillip M. Anderson.  Phillip M. Anderson was appointed President and a member of the Board of Directors of our general partner in December 2010.
Mr. Anderson served as Vice President, Strategy for Tesoro from April 2010 until December 2010. Prior to that, he served Tesoro as Vice President, Financial
Optimization & Analytics beginning in June 2008 and Vice President, Treasurer beginning in June 2007. Mr. Anderson joined Tesoro in December 1998 as
Senior Financial Analyst and worked in a variety of strategic and financial roles. Mr. Anderson worked extensively on Tesoro's acquisitions and divestitures
from 1999 through 2010, including valuation, negotiating, analysis, diligence, and financing activities. Mr. Anderson began his career in 1991 at Ford
Motor Company and worked in a variety of financial roles at that company. Mr. Anderson received a bachelor's degree in economics from the University of
Texas at Austin and received a master's degree in business administration with a concentration in finance from Southern Methodist University.

We believe that Mr. Anderson's extensive energy industry background, particularly his expertise in corporate strategy and business development, brings
important experience and skills to the Board.
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Raymond J. Bromark. Raymond J. Bromark was elected as a member of the Board of Directors of our general partner in March 2011. Mr. Bromark is a
retired Partner of PricewaterhouseCoopers, LLP ("PwC"), an international accounting and consulting firm. He joined PwC in 1967 and became a Partner in
1980. He was Partner and Head of the Professional, Technical, Risk and Quality Group of PwC from 2000 to 2006, a Global Audit Partner from 1994 to
2000 and Deputy Vice Chairman, Auditing and Business Advisory Services from 1990 to 1994. In addition, he served as a consultant to PwC from 2006 to
2007. In previous years Mr. Bromark has participated as a member of the Advisory Board of the University of Delaware's Weinberg Center for Corporate
Governance. Mr. Bromark was PwC's representative on the Executive Committee of AICPA's Center for Public Company Audit Firms. He has also been a
member of the Financial Accounting Standards Board Advisory Council, the Public Company Accounting Oversight Board's Standing Advisory Group, the
AICPA's Special Committee on Financial Reporting, the AICPA's SEC Practice Section Executive Committee and the AICPA's Ethics Executive Committee. Mr.
Bromark earned a Bachelor's of Science degree in business management from Quincy University.

We believe that Mr. Bromark's extensive experience in accounting, auditing, financial reporting, and compliance and regulatory matters; deep understanding of
financial controls and familiarity with large public company audit clients; and extensive experience in leadership positions at PwC bring important and
necessary skills to the Board.

Current Public Company Directorships: CA Technologies and YRC Worldwide Inc.

Former Public Company Directorships:  Word Color Press, Inc. (from 2009 to 2010)

Mary F. Morgan. Mary F. Morgan was elected as a member of the Board of Directors of our general partner in May 2011. In January 2012, Ms. Morgan
joined Buckeye Partners, L.P., a provider of mid-stream energy logistics services, as President, International Pipelines & Terminals of Buckeye Partners, with
responsibility primarily for Buckeye's international operations. From January 2011 until January 2012, Ms. Morgan was the principal of Morgan Hamilton
Group, a liquid petroleum pipeline and storage advisory practice. Prior to establishing the Morgan Hamilton Group, Ms. Morgan served as Senior Vice
President, European Operations for NuStar Energy, L.P., one of the largest asphalt refiners and marketers in the U.S., from December 2008 until December
2010. She also served in a variety of other executive roles for NuStar Energy L.P., Valero, L.P. and Kinder Morgan Energy Partners, L. P., including Senior
Vice President - Marketing and Business Development of NuStar GP, LLC from April 2007 until October 2008, and Vice President - Marketing and Business
Development of NuStar GP, LLC from July 2005 until April 2007. In addition, Ms. Morgan also has experience in various commercial, engineering and
operations positions with Santa Fe Pacific, Exxon Pipeline and Amoco Production. Ms. Morgan earned a Bachelor's of Science degree in mechanical
engineering technology and a Master of Science degree in petroleum engineering from the University of Houston. She also has completed graduate courses in
business and finance at Pepperdine University.

We believe that Ms. Morgan's extensive experience in leadership roles, business development and operations in the logistics industry brings important
operations and marketing skills to the Board.

Thomas C. O'Connor. Thomas C. O'Connor was elected as a member of the Board of Directors of our general partner in May 2011. Since November 2007,
Mr. O'Connor has served as, president, CEO and a director of DCP Midstream, LLC, one of the nation's largest natural gas gatherers and processors, and
marketers in the United States. In September 2008 he assumed additional responsibility as Chairman of the Board of DCP Midstream GP, LLC, the general
partner of DCP Midstream Partners, LP, a publicly held master limited partnership. Mr. O'Connor has over 21 years experience in the natural gas industry
with Duke Energy, a gas and electricity services provider, prior to joining DCP Midstream, LLC. From 1987 to 2007, Mr. O'Connor held a variety of roles
with Duke Energy in the company's natural gas and pipeline operations units. After serving in a number of leadership positions with Duke Energy, he was
named President and Chief Executive Officer of Duke Energy Gas Transmission in 2002 and he was named Group Vice President of corporate strategy at
Duke Energy in 2005. In 2006 he became Group Executive and Chief Operating Officer of U.S. Franchised Electric and Gas and later in 2006 was named
Group Executive and President of Commercial Businesses at Duke Energy. Mr. O'Connor earned a Bachelor's of Science degree in biology, cum laude, and a
Master of Science degree in environmental studies from the University of Massachusetts at Lowell. He also completed the Harvard Business School Advanced
Management Program.

We believe that Mr. O'Connor's extensive background in both the energy and logistics industries, particularly the leadership skills he developed while serving
in several executive positions, brings important leadership and strategic experience to the Board.

Current Public Company Directorships: DCP Midstream, LP (Chairman of DCP Midstream GP, LLC, the general partner)
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Charles S. Parrish.  Charles S. Parrish was appointed Vice President, General Counsel, Secretary and a member of the Board of Directors of our general
partner in December 2010. Mr. Parrish has also served as Executive Vice President, General Counsel and Secretary for Tesoro since April 2009. While
Mr. Parrish devotes the majority of his time to his roles at Tesoro, he also spends time, as needed, devoted to our business and affairs. Prior to his current role
with Tesoro, he served as Senior Vice President, General Counsel and Secretary beginning in May 2006, and Vice President, General Counsel and Secretary
beginning in March 2005. Mr. Parrish leads Tesoro's legal department, contract administration function and government affairs group, as well as the business
ethics and compliance office. Mr. Parrish joined Tesoro in 1994 and has since served in numerous roles in the legal department. He works closely with
Tesoro's finance and financial reporting teams on all matters related to Tesoro's capital structure and SEC reporting. In addition, Mr. Parrish provides counsel
to Tesoro's management and board of directors on corporate governance issues. Before joining Tesoro, he worked in private practice with law firms in Houston
and San Antonio, primarily representing commercial lenders in loan transactions, workouts and real estate matters. Mr. Parrish received a bachelor's degree in
history from the University of Virginia and a juris doctor from the University of Houston Law School. He is a member of the State Bar of Texas and the
American Bar Association.

We believe that Mr. Parrish's extensive energy industry background, particularly his expertise in corporate securities and governance matters, brings important
experience and skills to the Board.  

Daniel R. Romasko.  Daniel R. Romasko was appointed Vice President and Chief Operating Officer and a member of the Board of Directors of our general
partner in July 2011. Mr. Romasko has also served as Executive Vice President, Operations for Tesoro since March 2011, providing operational leadership to
Tesoro's refining, marketing, logistics and marine organizations. While Mr. Romasko devotes the majority of his time to his roles at Tesoro, he also spends
time, as needed, devoted to our business and affairs. Prior to joining Tesoro, Mr. Romasko held the positions of Vice President, Operations Integrity and Vice
President, Technical Operations and Competence at Suncor Energy, an integrated energy company. In these roles he was responsible for implementation of
Suncor's operational excellence strategy with particular emphasis on improving reliability, safety and environmental performance. Mr. Romasko also worked
for Petro-Canada, an oil and natural gas company, as the General Manager of their Fort Hills syncrude operations, which merged with Suncor in 2009. He
built his extensive experience in the refining industry with ConocoPhillips, an international energy company, having held numerous leadership positions in
transportation, pipeline, supply and trading, global specialty products and refining, during his 20 years with the company. Mr. Romasko earned a Bachelor's
of Science degree in chemical engineering from Montana State University.

We believe that Mr. Romasko's extensive energy industry background, particularly his expertise in operations, corporate strategy and business development,
brings important experience and skills to the Board.

G. Scott Spendlove.  G. Scott Spendlove was appointed Vice President, Chief Financial Officer and a member of the Board of Directors of our general partner
in December 2010. Mr. Spendlove has also served as Senior Vice President, Chief Financial Officer for Tesoro Corporation since May 2010. From May 2010
until February 2011, he also assumed responsibilities as Tesoro's Treasurer. While Mr. Spendlove devotes the majority of his time to his roles at Tesoro, he
also spends time, as needed, devoted to our business and affairs. Prior to his current role with Tesoro, he served as Tesoro's Senior Vice President, Risk
Management beginning in June 2008, Vice President, Asset Enhancement and Planning beginning in December 2006, Vice President and Controller beginning
in March 2006, Vice President, Finance and Treasurer beginning in May 2003 and has held positions in strategic planning and operations. Prior to joining
Tesoro in 2002, he served as Vice President, Corporate Planning and Investor Relations for Ultramar Diamond Shamrock Corporation (UDS). He also served
as Director, Investor Relations, of UDS and held various positions in accounting, finance, forecasting and planning at both UDS and Unocal Corporation.
Mr. Spendlove received a bachelor's degree in accounting from Brigham Young University and a master's degree in business administration from California
State University-Fresno.

We believe that Mr. Spendlove's extensive energy industry background, particularly his expertise in financial reporting, strategic planning and oversight
experience, brings important experience and skills to the Board.  

Ralph J. Grimmer.  Ralph J. Grimmer was appointed Vice President, Operations of our general partner in December 2010. While he spends the majority of
his business time directly on our business and affairs, Mr. Grimmer has also served as Vice President, Logistics for Tesoro since November 2010. Prior to his
current role with Tesoro, he served as Vice President, Competitor Analysis beginning in April 2010, Vice President, Logistics beginning in June 2008, Vice
President, Mergers and Acquisitions beginning in December 2006 and Vice President, Strategic Analysis beginning in May 2006. As Vice President,
Operations, Mr. Grimmer is responsible for our pipelines and refined product terminals, all crude oil and refined products trucking and all rail operations.
Prior to joining Tesoro in 2006, Mr. Grimmer served in a variety of consulting, marketing and logistics positions, including as Senior Consultant for
Baker & O'Brien, Inc. and Vice President, Commercial Marketing and Distribution for Motiva Enterprises LLC. Mr. Grimmer began his career with Texaco
in 1974 as a process engineer. Mr. Grimmer received a bachelor's degree in chemical engineering from Texas Tech University.
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Board Leadership Structure

The Board believes that our general partner's Chief Executive Officer is best situated to serve as Chairman of the Board because he is the director most familiar
with TLLP's business and industry, and most capable of effectively identifying strategic priorities and leading the discussion and execution of strategy.
Independent directors and management have different perspectives and roles in strategy development. Our independent directors bring experience, oversight and
expertise from outside the Partnership and industry, while the Chief Executive Officer brings TLLP-specific experience and expertise. The Board believes that
the combined role of Chairman of the Board and Chief Executive Officer promotes strategy development and execution and facilitates information flow between
management and the Board, which are essential to effective governance of the Partnership. In addition, our Corporate Governance Guidelines specify that the
Chairman of the Audit Committee shall serve as the lead independent director (the "Lead Director"). At each quarterly meeting of the Board, all of our non-
management directors meet in an executive session without management participation. Mr. Bromark, who currently serves as the Lead Director, presides at
these executive sessions.
One of the key responsibilities of the Board is to develop strategic direction and hold management accountable for the execution of strategy once it is developed.
The Board believes the combined role of Chairman of the Board and Chief Executive Officer, together with a Lead Director, is in the best interest of
unitholders because it provides the appropriate balance between strategy development and independent oversight of management.

Committees of the Board of Directors

The Board has an Audit Committee and a Conflicts Committee, each of which has a written committee charter. The Board has determined that all of the
members of the Audit and Conflicts Committees of the Board meet the independence requirements of the New York Stock Exchange ("NYSE") and U.S.
Securities and Exchange Commission ("SEC"). Because we are a limited partnership, we are not required to have a compensation committee or a
nominating/corporate governance committee.

Audit Committee

The Audit Committee assists the Board in fulfilling its responsibility to us and our unitholders relating to its oversight of management and its auditors
concerning:

• Corporate accounting and financial reporting practices;
• The quality and integrity of our financial statements; and
• Our systems of disclosure controls and procedures and internal controls over financial reporting.

    
In accordance with the requirements of the NYSE and SEC, at the time of the initial public offering of our units, the Audit Committee was comprised of
Messrs. Goff, Bromark and Spendlove. As part of our transition to a public company, on June 20, 2011, Messrs. Goff and Spendlove resigned from the
Audit Committee and were replaced by Ms. Morgan and Mr. O'Connor effective July 1, 2011. The Audit Committee charter now requires that such committee
be comprised of at least three directors, each of whom must satisfy the independence requirements of the NYSE and SEC. The Board has determined that
each member of the Audit Committee is financially literate and that each of Messrs. Bromark and O'Connor qualifies as an "audit committee financial expert,"
as defined by SEC rules. No member of the Audit Committee serves on the audit committees of more than three public companies, including us. Mr. Bromark
acts as Chair of the Audit Committee.

Audit Committee Report

The Audit Committee represents and assists the Board in fulfilling its responsibilities for general oversight of the integrity of our financial statements, our
compliance with legal and regulatory requirements, the independent auditors' qualifications and independence, the performance of our internal audit function
and independent audit firm, and risk assessment and risk management.

The Audit Committee manages our relationship with our independent auditors (which report directly to the Audit Committee). The Audit Committee has the
authority to obtain advice and assistance from outside legal, accounting or other advisors as the Audit Committee deems necessary to carry out its duties and
receives appropriate funding, as determined by the Audit Committee, from us for such advice and assistance.

Our management is primarily responsible for our internal control and financial reporting processes. Our independent auditors, Ernst & Young LLP, are
responsible for performing an independent audit of our consolidated financial statements and issuing opinions on the conformity of those audited financial
statements with United States generally accepted accounting principles. The Audit Committee monitors our financial reporting process and reports to the Board
on its findings.
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In this context, the Audit Committee hereby reports as follows:

(1) The Audit Committee has reviewed and discussed the audited financial statements with management.

(2) The Audit Committee has discussed with the independent registered public accounting firm the matters required to be discussed by applicable
Public Company Accounting Oversight Board ("PCAOB") standards.

(3) The Audit Committee has received the written disclosures and the letter from the independent auditors required by the PCAOB regarding the
independent auditors' communications with the Audit Committee concerning independence, and has discussed with the independent auditors
their independence.

(4) Based on the review and discussions referred to in paragraphs (1) through (3) above, the Audit Committee recommended to the Board, and the
Board has approved, that the audited financial statements be included in our Annual Report on Form 10-K for the year ended December 31,
2011, for filing with the SEC.

The undersigned members of the Audit Committee have submitted this Report to the Board of Directors as of February 27, 2012.

Raymond J. Bromark, Chairman
Mary F. Morgan

Thomas C. O'Connor

Conflicts Committee

Our partnership agreement contains provisions that modify and limit our general partner's fiduciary duties to our unitholders. Our partnership agreement also
restricts the remedies available to unitholders for actions taken by our general partner that, without those limitations, might constitute breaches of its fiduciary
duty. Whenever a conflict arises between our general partner or its affiliates, on the one hand, and us and our limited partners, on the other hand, our general
partner will resolve that conflict. Our general partner may, but is not required to, seek the approval of such resolution from our conflicts committee. The
conflicts committee will determine if the resolution of the conflict of interest is fair and reasonable to us. The members of the conflicts committee may not be
officers or employees of our general partner or directors, officers, or employees of its affiliates, and must meet the independence and experience standards
established by the NYSE to serve on an audit committee of a board of directors. Any matters approved by the conflicts committee will be conclusively deemed
to be approved by all of our partners and not a breach by our general partner of any duties it may owe us or any other partners. Each of Ms. Morgan and
Messrs. Bromark and O'Connor serves on the Conflicts Committee and Mr. O'Connor acts as Chair of the Conflicts Committee.

Compensation Decisions

We do not have a compensation committee. Until October 2011, compensation decisions were made by our Board of Directors. In October 2011, our corporate
governance guidelines were revised to provide that the Chairman of the Board and the independent directors are responsible for:

• reviewing our executive compensation programs to ensure that they are adequate to attract, motivate and retain competent executive personnel and that it is
directly and materially related to our short-term and long-term objectives and operating performance;

• reviewing and approving all aspects of direct and indirect compensation for those of our executive officers who do not also serve as executive officers of
Tesoro; and

• administering and granting awards to our officers and employees under our long-term incentive plan (although the Chairman of the Board must abstain
from voting in any decision related to his own compensation, which shall be approved solely by the independent directors).
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Code of Conduct and Corporate Governance Guidelines

We want to carry on Tesoro's long-standing commitment to good corporate governance. We have adopted a Code of Business Conduct and Ethics for Senior
Financial Executives that is specifically applicable to the CEO, the CFO, the Controller and persons performing similar functions. In addition, we have a
Code of Business Conduct that applies to all of our directors, officers and employees. We have also adopted Corporate Governance Guidelines that, along with
the charters of our Board committees, provide the framework for our governance processes. Our Code of Business Conduct and Ethics for Senior Financial
Executives, Code of Business Conduct, Corporate Governance Guidelines and Audit Committee charter are available on our website at
www.tesorologistics.com under the heading "Investor Relations" and the subheading "Corporate Governance." We will post on our website any amendments to,
or waivers from, either of our Codes requiring disclosure under applicable rules.

Communicating with the Board

Persons may communicate with the Board, or directly with the Chairman of the Board, the Lead Director or the independent members of the Board by
submitting such communication in writing to:

c/o General Counsel
Tesoro Logistics GP, LLC

19100 Ridgewood Parkway
San Antonio, Texas 78259

In addition, the Audit Committee has established procedures for the receipt, retention, and treatment of complaints received by us regarding accounting,
internal controls, or auditing matters and the confidential, anonymous submission by our employees of concerns regarding questionable accounting or
auditing matters. Persons wishing to communicate with our Audit Committee may do so by submitting such communication in writing to:
 

c/o Chairman of the Audit Committee
Tesoro Logistics GP, LLC

19100 Ridgewood Parkway
San Antonio, Texas 78259
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ITEM 11. EXECUTIVE COMPENSATION

Compensation of Our Directors

The officers or employees of either our general partner or Tesoro who also serve as directors of our general partner do not receive additional compensation for
their service as a director of our general partner. Directors of our general partner who are not officers or employees of either our general partner or Tesoro receive
compensation as "non-employee directors."
Our general partner has adopted a director compensation program under which our general partner's non-employee directors are compensated for their service
as directors. Each non-employee director receives a compensation package consisting of an annual retainer, an additional retainer for service as the chair of a
standing committee and meeting attendance fees and may also receive grants of equity-based awards upon appointment to the Board of Directors. During 2011,
we provided the following annual compensation to non-employee directors:

Non-Employee Director Annual Retainers and Fees (a)
Board of Directors Annual Retainer (b) $ 95,000
Annual Retainer for Audit and Conflicts Committee Chairs 10,000
Board and Committee Meeting Fees (c) 1,500 per meeting
________
(a) In addition to the retainers set forth above, we reimburse our non-employee directors for travel and lodging expenses that they incur in connection with attending meetings of

the board of directors or its committees.
(b) The annual retainer of $95,000 is payable $45,000 in cash and $50,000 in an award of service phantom units. Unit-based awards granted to non-employee directors under

the annual compensation package or upon first election to the board of directors under our long-term incentive plan, vest one year from the date of grant, contingent on
continued service by the director. Cash distribution equivalent rights accrue with respect to equity-based awards and are distributed at the time such awards vest. The number
of units granted is determined by dividing $50,000 by the average closing price of our common units on the NYSE over a ten business-day period ending on the third
business day prior to the grant date and rounding any resulting fractional units to the nearest whole unit. Each of our current non-employee directors was granted the
$50,000 award of service phantom units when they initially joined the Board in connection with, or approximately one month following, the Offering. Hereafter, the plan
provides that unit-based awards to directors will be granted annually in conjunction with the Board's approval of our Annual Report on Form 10-K, and that any new non-
employee director will receive a pro rata award of service phantom units when commencing his or her services as a board member.

(c) A meeting fee is paid to a non-employee director for attendance in person or by telephone.

2011 Director Compensation Table

Name  

Fees Earned or
Paid in Cash

(a)  
Unit Awards

(b)(c)  
All Other

Compensation  Total
Raymond J. Bromark  $ 60,433  $ 56,287  $ —  $ 116,720
Mary F. Morgan  40,718  49,873  —  90,591
Thomas C. O'Connor  44,207  49,873  —  94,080
_______________
(a) The amounts shown in this column include the portion of the annual retainer paid in cash as well as the Board and Committee meeting fees earned in 2011.
(b) The amounts shown in this column represent the grant date fair value computed in accordance with financial accounting standards of the directors' portion of the annual

retainer paid upon each directors' initial election to our general partner's board of directors pursuant to service phantom units under our long-term incentive plan. Such
awards vest one year from the date of grant, contingent on continued service by the director. For Mr. Bromark, the number of units granted was determined by dividing
$50,000 by the initial public offering price of our common units.

(c) The table below reflects the total service phantom units outstanding as of the end of the 2011 fiscal year for each non-employee director. No options or other equity-based
awards have been granted to the non-employee directors.

 Name  Total Service Phantom Units Outstanding
Raymond J. Bromark  2,381
Mary F. Morgan  2,146
Thomas C. O'Connor  2,146
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Compensation Discussion and Analysis

We do not directly employ any of the persons responsible for managing our business. All of our general partner's executive officers and other personnel
necessary for our business to function are employed and compensated by our general partner or Tesoro, in each case subject to the terms of the Omnibus
Agreement described below.

Named Executive Officers

This Compensation Discussion and Analysis ("CD&A") discusses the principles underlying our general partner's executive compensation programs and the
key executive compensation decisions that were made for 2011. It also explains the most important factors relevant to such decisions. This CD&A provides
context and background for the compensation earned by and awarded to our named executive officers ("NEOs"), as reflected in the compensation tables that
follow the CD&A. Our NEOs for 2011 were as follows:

• Gregory J. Goff, Chief Executive Officer and Chairman of the Board;
• Phillip M. Anderson, President and Director;
• G. Scott Spendlove, Vice President and Chief Financial Officer;
• Charles S. Parrish, Vice President, General Counsel and Secretary; and
• Ralph J. Grimmer, Vice President, Operations

Overview - Compensation Decisions and Allocation of Compensation Expenses

Each of our named executive officers, other than Mr. Anderson and Mr. Grimmer, is also a named executive officer of Tesoro. Therefore, responsibility and
authority for compensation-related decisions is determined as follows:

• Executive officers employed by our general partner (Messrs. Anderson and Grimmer) - decisions related to compensation of executive
officers of our general partner that are employed by our general partner reside with the board of directors of our general partner, but will be
based in large part on the recommendation of the compensation committee of the board of directors of Tesoro. Because many of the directors of
our general partner are also officers of our general partner or Tesoro, the board of directors of our general partner has delegated these
compensation decisions to the Chairman of the Board and the independent directors.

• Executive officers employed by Tesoro (Messrs. Goff, Spendlove and Parrish) - decisions related to compensation of executive officers of
our general partner that are employed by Tesoro reside with the compensation committee of the board of directors of Tesoro. Any determination
with respect to awards made under the Tesoro Logistics LP 2011 Long-term Incentive Plan ("2011 LTIP") to executive officers and other
employees of Tesoro are delegated to the Chairman of the Board and the independent directors of our general partner; however, such awards
may only be made following the recommendation of the compensation committee of the board of directors of Tesoro; any other compensation
decisions for these individuals are not subject to any approvals by the board of directors of our general partner or any committees thereof.

With the exception of Mr. Anderson and Mr. Grimmer, our named executive officers generally devote less than a majority of their total business time to our
general partner and us. Mr. Anderson is the only NEO whose time and compensation (other than certain long-term incentive grants made directly from Tesoro
Corporation) is allocated 100% to our general partner. Mr. Grimmer's time and compensation (other than certain long-term incentive grants made directly from
Tesoro) is currently allocated approximately 70% to our general partner and 30% to Tesoro and its other affiliates.
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Under the terms of the Omnibus Agreement, we currently pay an annual administrative fee to Tesoro of $2.5 million for the provision of general and
administrative services for our benefit. Additionally, we reimburse Tesoro for expenses incurred on our behalf, including 100% of Mr. Anderson's
compensation expense and a portion of Mr. Grimmer's compensation expense (in each case, other than certain long-term incentive grants made directly from
Tesoro Corporation), which is allocated to us pursuant to Tesoro's allocation methodology. From the Offering through September 30, 2011, 55% of Mr.
Grimmer's compensation expense was allocated to us, and since October 1, 2011, 70% of Mr. Grimmer's compensation expense has been allocated to us by
Tesoro. The general and administrative services covered by the annual administrative fee of the Omnibus Agreement include, without limitation, information
technology services; legal services; health, safety and environmental services; human resources services; executive management services of Tesoro employees
who devote less than 50% of their business time to the business and affairs of TLLP; financial and administrative services (including treasury and
accounting); and insurance coverage under Tesoro insurance policies. None of the services covered by the administrative fee are assigned any particular value
individually. Although certain NEOs provide services to both Tesoro and TLLP, no portion of the administrative fee is specifically allocated to services
provided by the NEOs to TLLP; rather, the administrative fee covers services provided to TLLP by Tesoro and, except as described above with respect to
Messrs. Anderson and Grimmer, there is no reimbursement by TLLP for the cost of such services. Tesoro has the ultimate decision-making authority with
respect to the total compensation of Messrs. Goff, Spendlove and Parrish.

In addition to the matters discussed above, each of Messrs. Goff, Anderson, Spendlove, Parrish and Grimmer were compensated by TLLP for the services
they perform for TLLP through awards of equity-based compensation granted pursuant to the 2011 LTIP. None of the cash compensation paid, or other
benefits made available to Messrs. Goff, Spendlove and Parrish was allocated to the services they provide to TLLP and therefore, only the Long-Term
Incentive Plan awards granted to them are disclosed herein.
 
Compensation Philosophy

Compensation of our NEOs who are employed by our general partner is structured in a manner similar to how Tesoro compensates its executive officers. The
following discussion reflects such executive compensation philosophy and pay practices as they relate to how officers who are employed by our general partner
are compensated. The elements of compensation discussed below, and any decisions with respect to future changes to the levels of such compensation, are
subject to the discretion of the compensation committee of Tesoro's board of directors, or, with respect to executive officers employed by our general partner,
our general partner's Chairman of the Board and independent directors. References to "our" compensation philosophy, program and the like, refer to the
compensation philosophy of our general partner or Tesoro, as applicable.

Our compensation philosophy is to offer competitive compensation and benefit programs that will attract and retain the talented executives and employees who
are critical to executing TLLP's strategic priorities and exemplifying our core values.
 
Our executive compensation programs are comprised of a mix of fixed and variable cash and equity-based pay with a significant portion of actual total
compensation dependent on meeting financial and operational objectives.

Our executive compensation programs are designed around the following principles:

• Rewarding leaders for superior execution and delivery of outstanding business results and driving a performance-oriented culture;
• Promoting and sustaining exceptional performance over time to generate long-term growth in unitholder value; and
• Inspiring teamwork and motivating superior individual performance.

 
Compensation Consultants

Our general partner does not have a compensation committee and its Board of Directors has not hired its own compensation consultant. BDO USA, LLP was
engaged to provide compensation consulting services and benchmarking information to the compensation department and executive management of Tesoro and
our general partner, which may have been used by the Board to make compensation decisions, particularly with respect to new positions created following our
initial public offering.
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Comparative Analysis

In October 2011, a market study was presented to the Chairman of the Board and independent directors of our general partner in contemplation of
compensation decisions with respect to 2012.

The peer group used for general benchmarking or pay comparison purposes includes 15 master limited partnerships with an average market capitalization (as
of September 2011) of approximately $2.3 billion and ranging from just under $1 billion to over $5 billion. Our market capitalization at the end of September
2011 was approximately $400 million and at the end of January 2012 had grown to approximately $500 million. Because the number of master limited
partnerships in the energy industry is relatively small, only a portion of the peer companies are involved in the liquid petroleum products business and only a
portion of them are "sponsored master limited partnerships" (as opposed to stand-alone MLPs) with a parent company like Tesoro. Peer data is supplemented
with total compensation information extracted from a general industry survey. The members of our general partner's peer group for fiscal 2011 are included in
the table below. For purposes of the performance phantom units granted in May 2011, we used a separate performance peer group, as discussed in more detail
below under the heading "Long-Term Incentives."

 Atlas Pipeline Partners, L.P.  Markwest Energy Partners, L.P.
 Buckeye Partners L.P.  NuStar Energy L.P.
 Copano Energy, L.L.C.  Penn Virginia Resource Partners, L.P.
 Crosstex Energy, L.P.  Spectra Energy Partners, LP
 DCP Midstream Partners, LP  Sunoco Logistics Partners L.P.
 Eagle Rock Energy Partners, L.P.  Targa Resources Partners LP
 Genesis Energy, L.P.  Western Gas Partners, LP
 Holly Energy Partners, L.P.   

Elements of Executive Compensation
 
Our executive compensation programs are designed to reflect the philosophy and objectives described above. The elements of our executive pay are presented in
the table below and discussed in more detail in the following paragraphs.

Component  Type of Payment/Benefit  Purpose
Base Salary

 
Fixed annual cash payments with each executive
eligible for annual increase.  

Attract and retain talent. Designed to be competitive with
those of comparable companies.

Annual Cash Incentives
 

Performance-based annual cash payment.
 

Pay for performance. Focus on corporate, team/business
unit and individual goals.

Long-term Incentives

 

Service phantom units and performance phantom
units.

 

Designed to align executive compensation with our
unitholders interests by rewarding for excellent performance
as reflected in our unit price.

Retirement Benefits
 

Pension, 401k plan, post-retirement medical
program.  

Provide competitive level of benefits.

Health and Welfare Benefits
 

Fixed compensation component, generally available
to all employees.  

Provide competitive level of benefits.
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Tesoro and our general partner generally target direct compensation (base salaries, annual cash incentives and long-term incentives) at the 50th percentile of the
peer group because they believe it is a fair and competitive starting point to attract and retain critical executive talent. We review each executive's total
compensation for alignment with our peer group and our compensation philosophy. However, we do not determine the appropriate level for each component of
total compensation based exclusively on comparative analysis against our peer group. We consider other factors, which may include internal pay equity and
consistency and the executive's job responsibilities, management experience, individual contributions, number of years in his or her position and recent
compensation adjustments, as well as other relevant considerations (with no particular weighting assigned to any of these factors). Our emphasis on variable
or "at risk" components of incentive pay results in actual compensation ranging above or below the median based on the achievement of the objectives
established in our annual and long-term incentive plans and changes in the value of the our units. Retirement and health and welfare benefits provided to our
NEOs are designed to be consistent in value and, to a lesser degree, aligned with benefits offered by companies with whom Tesoro or our general partner
competes for talent. In addition, we believe that each compensation component should be considered separately and that payments or awards derived from one
component should not negate or reduce payments or awards derived from other components.

We have not adopted any formal or informal policies or guidelines for allocating compensation between long-term and annual compensation (base salary and
annual performance incentives), between cash and non-cash compensation, or among different forms of non-cash compensation. However, our strategy
includes ongoing evaluation and adaptation, as necessary, of our compensation programs to ensure continued alignment between company performance and
pay.

Base Salaries.  Base salaries for our NEOs who are employed by the general partner are structured in accordance with Tesoro's overall compensation program
and pay practices and reviewed by our general partner's Chairman of the Board and independent directors each year. The base salaries paid to Messrs.
Anderson and Grimmer in 2011 are set forth below in the Summary Compensation Table. Mr. Anderson's salary was $284,445 in December 2010 when he
assumed his current position in anticipation of our initial public offering. Similarly, Mr. Grimmer's salary was $255,357 when he assumed his current
position in December 2010. As part of the Chairman and independent directors' annual review of compensation in February 2012, Mr. Anderson's salary was
increased to $312,890 to reflect the additional experience that Mr. Anderson had developed in his current role and to bring his base salary to a more competitive
level based on the market study data. In addition, Mr. Grimmer's salary was increased to $264,294 to reflect his increased responsibilities for operations, in
addition to his role with Tesoro.
 
Annual Performance Incentives.   Tesoro and our general partner believe that annual cash based incentives promote management's efforts to drive the
achievement of annual performance goals and objectives which in turn help create additional unitholder value. In February 2011, the compensation committee
of Tesoro's board of directors approved the terms of the 2011 Incentive Compensation Program (the "ICP" or the "Program") for Tesoro's named executive
officers and other employees. Due to the relationship between us, our general partner and Tesoro, each of Messrs. Anderson and Grimmer is eligible to
participate in Tesoro's ICP. However, their continued participation and level of participation in such programs is subject to the approval of the Chairman of the
Board and independent directors of our general partner.

Tesoro's ICP structure uses a mix of objectives designed to focus management on key areas of performance. The 2011 performance measures were critical
success factors outlined in Tesoro's business plan within the control and influence of management with targets set at stretch levels that would generate
significant value for Tesoro's shareholders. The design of Tesoro's ICP allows for cascading corporate goals down the Tesoro organization from corporate
through business units (such as TLLP) to individuals (such as Messrs. Anderson and Grimmer). Bonus targets were set as a percentage of salary consistent
with similar positions within the Tesoro organization. Potential payouts were based on pre-established performance levels for two equally weighted components
measured against target with the range of outcomes between 0% to 200%, with a 50% payout for threshold performance and a 100% payout for target
performance.

98



Table of Contents

Component 1 - Tesoro's Corporate Performance

The first component of the ICP was Tesoro's corporate performance, including earnings before interest, taxes, depreciation and amortization (EBITDA), safety
and environmental measures and cost management. EBITDA was the most heavily weighted metric of this component because Tesoro believes that significant
improvements in EBITDA drive cash flow, provide financial strength and increase stockholder value. The other corporate performance metrics emphasize the
importance of environmental, safety and reliability and support a focus on driving further efficiencies.

Corporate Goals  Weighting
EBITDA (measured on a margin neutral basis)  50%
Personal Safety (measured by improvement in # of incidents)  5
Process Safety Management (measured by improvement in # of incidents)  5
Environmental (measured by improvement in # of incidents)  5
Cost Management (a)  35
________
(a) Cost management is measured as total cash costs excluding refining variable costs, annual incentive compensation program, stock-based compensation expense, non-

controllable expenses for post-retirement employee benefits (pension, medical, life insurance),insurance (property, casualty and liability), spill prevention costs and
environmental accruals and benefits. Includes allocations of refining maintenance and labor to capital projects.

Component 2 - Business Unit Results

The second ICP component was more specifically tailored to the performance of the individual's business unit. Tesoro's business unit goals are directly aligned
with corporate objectives and are measured using common criteria to promote consistency throughout the Tesoro organization. Business unit criteria include
safety and environmental, cost management, improvements in EBITDA, and business improvement and value creation initiatives. Like the overall structure
of the ICP, the business unit targets were set at stretch levels that were challenging, but attainable, and would generate significant value for our unitholders.
Business unit targets are not disclosed because such disclosure would cause competitive harm to Tesoro and the Partnership. For Mr. Anderson, this
component was tied to the performance of TLLP. For Mr. Grimmer, the majority of the business unit results were tied to TLLP's performance and the balance
related to the performance of Tesoro's other logistical assets (other than TLLP and including logistical assets for which TLLP may have a right of first offer).

Discretionary Adjustments

The Chairman of the Board and independent directors of our general partner have the discretion to adjust the individual awards granted to Messrs. Anderson
and Grimmer upward or downward by up to 25% of the target amount based on their assessment of quantitative and qualitative measures relating to our
performance relative to our peers, market expectations or broader indices, progress in attaining strategic goals, business unit performance and leadership
attributes, with no particular weighting assigned to any measure. In recognition of strong leadership in developing Tesoro Logistics, effectively working with
the board of directors and investors, and influence in driving the business plan and development of Logistics strategy, the Chairman and independent
directors of our general partner recommended a 15% upward adjustment to Mr. Anderson's target ICP award. Similarly, Mr. Grimmer received a 10% upward
adjustment to his target ICP award in recognition of driving exceptional environmental, health and safety performance and identification of several
improvement opportunities for Tesoro's logistical assets.
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Overall Performance and Payouts

Tesoro's corporate results for the 2011 ICP were 200% of target performance for EBITDA, safety and environmental, and 50% for cost management. As a
result, overall corporate performance achieved was 147.5% of target.

The table below provides the specific bonus targets, level of achievement, discretionary adjustment and annual bonus payment for Messrs. Anderson and
Grimmer:

Name  

Bonus
Eligible

Earnings  
Target
Bonus  

Overall
Performance

Achieved  
Calculated

Bonus Payout  

Discretionary
Adjustments

(Increase/
Decrease)  

Total Bonus
Payout

Phillip M. Anderson  $ 282,361  45%  167%  $ 211,813  15%  $ 230,873
Ralph J. Grimmer  254,102  40  153  154,799  10  164,963

Long-Term Incentives.  We believe that our NEOs should have an ongoing stake in our success and their interests should be aligned with those of our
unitholders. Accordingly, we believe that our NEOs should have a considerable portion of their total compensation provided in the form of equity-based
incentives.

Our general partner has adopted the 2011 LTIP primarily for the benefit of eligible officers, employees and directors of our general partner and its affiliates,
including Tesoro, who perform services for us. We anticipate that awards will be made on an annual basis to reward service or performance by our general
partner's outside directors and its executive officers and key employees. However, awards under the 2011 LTIP for executive officers of our general partner that
are employed by Tesoro must first be recommended by the compensation committee of the board of directors of Tesoro.

Following the closing of our initial public offering and a recommendation made by the compensation committee of the board of directors of Tesoro, in May
2011 the Board of our general partner granted awards under the 2011 LTIP to our NEOs. Each of our NEOs received a grant of performance phantom units
that will vest based on the achievement of relative total unitholder return over a performance period from the Offering on April 20, 2011 through December 31,
2013 as compared to a peer group of companies. The peer companies currently include Buckeye Partners, El Paso Pipeline Partners, Enbridge Energy
Partners, Genesis Energy, LP, Global Partners, Holly Energy Partners, Magellan Midstream Partners, Martin Midstream Partners, NuStar Energy, Sunoco
Logistics Partners, Targa Resources Partners and TransMontaigne Partners. These companies were selected based on our view that that key stakeholders
compare our business results and relative performance with these companies. The payout will range from none of the units vesting for performance below the
30% percentile of relative total unitholder return, to vesting of 200% of the units for performance that is at or above the 90 th percentile of relative total unitholder
return.

The number of units granted was based on Tesoro's compensation structure in which executive officers and key employees receive a target value of long-term
incentive awards. For Messrs. Anderson and Grimmer, this value was awarded 50% in our performance phantom units and 50% in Tesoro performance
equity awards. The compensation expense for the Tesoro performance equity awards granted to Messrs. Anderson and Grimmer is not allocated to us. For
Messrs. Goff, Spendlove and Parrish, 10% of their long-term incentive value was recommended by the Tesoro compensation committee and awarded by the
Board of our general partner. The Tesoro compensation committee and our general partner believe that these allocations are appropriate given each executive's
responsibilities.

In addition, Messrs. Anderson and Grimmer were each granted service phantom units that vest over a period of three years in equal annual installments,
subject to accelerated vesting in the event of certain terminations of employment. These service phantom units were awarded in recognition of Messrs.
Anderson and Grimmer serving in primary leadership positions for TLLP, as well as their key roles in the successful completion of the Offering.

Both the performance phantom units and the service phantom units granted in May 2011 received tandem distribution equivalent rights to receive an amount
equal to all or a portion of the cash distributions made on units during the period such phantom units remain outstanding.

Executive Benefits.  In order to promote consistency with Tesoro's overall competitive practices and our compensation philosophy and to adopt a "best
practice" compensation design, our executive officers are generally not entitled to any perquisites.
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Retirement Plans.  Tesoro maintains non-contributory qualified and non-qualified retirement plans that cover officers and other eligible employees of Tesoro.
Our NEOs and other eligible employees of our general partner, as well as employees of Tesoro who provide services to us, are eligible to participate in Tesoro's
retirement plans in accordance with their terms.
 
Management Stability Agreements and Other Severance Benefits

Tesoro has management stability agreements with Messrs. Anderson and Grimmer in order to ensure continued stability, continuity and productivity among
members of its management team. These management stability agreements contain change in control provisions, as described in more detail below, which
Tesoro provides to help it to attract and retain talented individuals for these important positions. In addition, each of these named executive officers participates
in the severance policy maintained for Tesoro's employees, as described in more detail below. We will be required to reimburse Tesoro for any amounts
provided to Messrs. Anderson and Grimmer under their management stability agreements in proportion to the percentage of their total compensation allocated to
us.

In the event of a change in control of Tesoro Corporation and Mr. Anderson's or Mr. Grimmer's employment with Tesoro is terminated without cause or with
good reason, as defined in their management stability agreements, Messr. Anderson or Grimmer, as the case may be, will receive a cash payment equal to two
times the sum of his base salary (as then in effect) plus target annual bonus as well as a prorated bonus for the year of termination if termination occurs
during the fourth quarter of a calendar year. They will also receive continued coverage and benefits comparable to Tesoro's group health and welfare benefits
for a period of two years following termination. In addition, they will receive two years of additional service credit under the current non-qualified supplemental
pension plan applicable to them at the date of termination.
 
In addition to the terms set forth in his management stability agreement, Messrs. Anderson and Grimmer are eligible to receive severance benefits in the event of
certain involuntary terminations of employment in accordance with Tesoro's employee severance policy which is calculated based on the employee years of
service and base salary but limited to one year of base pay plus an additional two weeks of base pay.

 
Additional Compensation Components.   In the future, as Tesoro and our general partner formulate and implement the compensation programs for our
named executive officers, Tesoro and our general partner may provide different and/or additional compensation components, benefits and/or perquisites to our
named executive officers, to ensure that they are provided with a balanced, comprehensive and competitive compensation structure. Tesoro and our general
partner believe that it is important to maintain flexibility to adapt compensation structures at this time to properly attract, motivate and retain the top executive
talent for which Tesoro and our general partner compete.
 
Equity Grant/Trading Policies

Our general partner has not formally adopted an equity award governance policy, but generally plans to follow the policy adopted by Tesoro's Compensation
Committee under which all long-term equity incentives are granted. The policy prohibits the issuance of unit options or unit appreciation awards at a price less
than the closing sale price of our common units on the date of grant. Tesoro generally grants equity awards in late January or early February of each year.
Tesoro and our general partner have chosen this time because it is a time each calendar year at which our results of operations from the previous year are
available to the Compensation Committee of Tesoro and the Chairman of the Board and independent directors of our general partner's Board. Our general
partner delayed the timing of the 2011 grants until May to complete our initial public offering before grants were made. Tesoro and our general partner do not
purposely accelerate or delay the public release of material information, or otherwise time equity grants in coordination with the public release of material
information, in consideration of a pending equity grant in order to allow the grantee to benefit from a more favorable stock price.

We also maintain an insider trading policy which prohibits, among other things, any employees and directors from entering into transactions when in
possession of material non-public information or from participating in short-term trading or hedging activities involving our securities. The policy requires
directors, senior executives and informational insiders to follow preclearance procedures for all transactions involving our securities.
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Clawback Policy

In January 2012, the Board of our general partner adopted a compensation recoupment, or "clawback," policy that provides that in the event of a material
restatement of TLLP's financial results due to misconduct, our general partner's independent directors will review all incentive payments that were made to any
individual then serving as a vice president or above of TLGP or as a company controller or other officer of TLGP with substantial responsibility for
accounting matters (including the vice presidents and above, each an "officer") on the basis of having met or exceeded specific performance targets in grants or
awards made after January 19, 2012 which occur during the 24-month period prior to restatement. If such payments would have been lower had they been
calculated based on such restated results, the independent directors will, to the extent permitted by governing law, seek to recoup for our benefit such payments
to any of the officers described above whose misconduct caused or significantly contributed to the material restatement, as determined by the independent
directors. Notwithstanding the foregoing, with respect to any officer who serves as an executive officer of Tesoro Corporation, thereby requiring that such
officer's awards under the 2011 LTIP be granted only following a recommendation made by the board of directors or compensation committee of Tesoro, the
independent directors will only seek such recoupment of benefits after consultation with the board of directors or compensation committee of Tesoro.

Compensation Committee Report

The Chairman of the Board and independent directors of our general partner (the "Committee") have reviewed and discussed the Compensation Discussion
and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and discussions, the Committee recommended to the
Board that the Compensation Discussion and Analysis be included in this Annual Report on Form 10-K.

The undersigned members of the Committee have submitted this Report to the Board of Directors as of February 27, 2012.

Gregory J. Goff
Raymond J. Bromark

Mary F. Morgan
Thomas C. O'Connor
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2011 Summary Compensation Table

The following table sets forth information regarding the compensation of our general partner's CEO, CFO and three other highest paid executive officers.

Name and Principal
Position  Year  Salary (a)  

Unit Awards
(b)  

Non-Equity
Incentive Plan

Compensation (c)  

Change in Pension
Value and Non-

qualified
Compensation
Earnings (d)  

All Other
Compensation

(e)  Total
Gregory J. Goff
Chief Executive Officer and
Chairman of the Board  

2011
 

$ (f)
 

$ 626,810
 

$ (f)
 

$ (f)
 

$ (f)
 

$ 626,810

Phillip M. Anderson
President and Director  2011  195,829  247,158  230,873  145,127  4,107  823,094

G. Scott Spendlove
Vice President and Chief
Financial Officer  

2011
 

(f)
 

131,960
 

(f)
 

(f)
 

(f)
 

131,960

Charles S. Parrish
Vice President, General
Counsel and Secretary  

2011
 

(f)
 

131,960
 

(f)
 

(f)
 

(f)
 

131,960

Ralph J. Grimmer
Vice President, Operations  2011  106,268  247,158  115,474  40,970  13,326  523,196

________
(a) The amounts shown in this column reflect the base salary expense that was allocated to us by Tesoro. For Mr. Anderson, this includes 100% of his base salary expense

from the date of the Offering through December 31, 2011. For Mr. Grimmer, this includes 55% of his base salary expense from the Offering through September 30,
2011 and 70% of his base salary expense from October 1, 2011 through December 31, 2011. The amount shown includes amounts that were deferred by Mr. Grimmer
pursuant to the Tesoro Corporation Executive Deferred Compensation Plan.

(b) The amounts shown in this column reflect the aggregate grant date fair value of performance phantom units and service phantom units granted during the fiscal year,
calculated in accordance with financial accounting standards. The grant date fair value of performance phantom units (calculated using target payouts) is as follows: Mr. Goff
- $626,810, Mr. Anderson - $161,651, Mr. Spendlove - $131,960, Mr. Parrish - $131,960, and Mr. Grimmer - $161,651. The aggregate grant date fair value of such
performance phantom units at the highest level of performance, resulting in 200% payout, would be as follows: Mr. Goff - $1,253,620, Mr. Anderson - $323,302, Mr.
Spendlove - $263,920, Mr. Parrish - $263,920, and Mr. Grimmer - $323,302. This column does not include grants of performance share awards or market stock units
to the executive officers by Tesoro which are not allocated to us.

(c) The amounts shown in this column reflect the compensation expense allocated to us by Tesoro with respect to awards under Tesoro's 2011 Incentive Compensation
Program. The Partnership's portion of such expense is 100% for Mr. Anderson and 70% for Mr. Grimmer as reflected in the table above. The amount shown includes
amounts that were deferred by Mr. Grimmer pursuant to the Tesoro Corporation Executive Deferred Compensation Plan.

(d) The amount shown in this column for Mr. Anderson reflects the change in his pension value during the fiscal year. The amount shown in the column for Mr. Grimmer
reflects 70% of the change in his pension value during the fiscal year, although pension expense was allocated to us by Tesoro on an estimated aggregate basis for all TLGP
employees and was not allocated on an individual basis.

(e) The amounts shown in this column reflect the following:
(1) Tesoro's Thrift Plan Company Contributions: Tesoro Corporation provides matching contributions dollar-for-dollar up to 6% of eligible earnings for all employees of

Tesoro Corporation who participate in the Thrift Plan. The Partnership's portion of Tesoro Corporation's Thrift Plan Company Contributions is 100% for Mr.
Anderson and 70% for Mr. Grimmer.

(2) Tesoro's Executive Deferred Compensation Company Contributions: Tesoro Corporation will match the participant's base salary contributions dollar-for-dollar up to
4% of eligible earnings above the IRS salary limitation (i.e., $245,000 for 2011). The Partnership's portion of Tesoro Corporation's Executive Deferred Compensation
Company Contributions is 100% for Mr. Anderson and 70% for Mr. Grimmer.
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No NEO received perquisites and other personal benefits with respect to 2011 with an aggregate value greater than $10,000 and no NEO received any other item of
compensation with respect to 2011 required to be disclosed in this column with a value of $10,000 or more.

(f) As noted above, no compensation has been reported for Messrs. Goff, Spendlove and Parrish because, other than grants of performance phantom units, none of their other
compensation is allocated to us. The $2.5 million annual administrative fee under the Omnibus Agreement covers a variety of services provided to TLLP by Tesoro and no
portion is specifically allocated to services provided by these individuals to TLLP.

Grants of Plan-Based Awards in 2011

The following table sets forth information regarding the grants of annual cash incentive compensation and phantom units to our NEOs.

Name  
Award
Type  Grant Date

 
Estimated Future Payouts Under Non-

Equity Incentive Plan Awards (a)  
Estimated Future Payouts Under
Equity Incentive Plan Awards (b)  

All Other
Unit

Awards:
Number of

Units (c)  

Grant date
fair value of
unit awards

(d) Threshold  Target  Maxi-mum  Threshold  Target  Maxi-mum  
Gregory
J. Goff  

Phantom
Units  5/16/2011  $ —  $ —  $ —  9,500  19,000  38,000  —  $ 626,810

Phillip M.
Anderson  

Annual
Incentive  —  63,531  127,063  254,125  —  —  —  —  —

 
Phantom

Units  5/16/2011  —  —  —  2,450  4,900  9,800  —  161,651

 
Phantom

Units  5/16/2011  —  —  —  —  —  —  3,700  85,507

G. Scott
Spendlove  

Phantom
Units  5/16/2011  —  —  —  2,000  4,000  8,000  —  131,960

Charles
S .
Parrish  

Phantom
Units  

5/16/2011
 

—
 

—
 

—
 

2,000
 

4,000
 

8,000
 

—
 

131,960

Ralph J.
Grimmer  

Annual
Incentive  —  35,574  71,149  142,297  —  —  —  —  —

 
Phantom

Units  5/16/2011  —  —  —  2,450  4,900  9,800  —  161,651

 
Phantom

Units  5/16/2011  —  —  —  —  —  —  3,700  85,507

__________
(a) These columns show the range of awards under the ICP for which we would be allocated responsibility, which is described in the section "Annual Performance Incentives" in

the Compensation Discussion and Analysis. The "threshold" column represents the minimum payout for the performance metrics under the ICP assuming that the
minimum level of performance is attained. The "target" column represents the amount payable if the performance metrics are reached. The "maximum" column represents
the maximum payout for the performance metrics under the ICP assuming that the maximum level of performance is attained. The general partnership's portion of Tesoro's
2011 ICP reflected is 100% for Mr. Anderson and 70% for Mr. Grimmer. We are not responsible for any portion of the other NEOs' 2011 ICP.

(b) The amounts shown in these columns represent the number of performance phantom units granted during 2011 under the 2011 LTIP as described in the section "Long-
Term Incentives" in the Compensation Discussion and Analysis. This performance phantom unit award is contingent on our achievement of relative total unitholder return
at the end of the performance period from April 20, 2011 through December 31, 2013. Actual payouts will vary based on relative total unitholder return from none of the
units vesting to a threshold vesting of 50% of the units to a maximum vesting of 200% of the units.

(c) This service phantom unit award vests one-third each year from the date of grant.
(d) The amounts shown in this column represent the grant date fair value of the awards computed in accordance with financial accounting standards.
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Outstanding Equity Awards at 2011 Fiscal Year End

The following table sets forth the outstanding equity awards of our NEOs at the end of 2011. There have been no issuances of options to purchase our units.

  Equity Awards

Name  Grant Date  

Number of
Units That
Have Not

Vested
(a)  

Market Value
of Units That

Have Not
Vested (b)  

Equity Incentive Plan
Awards: Number of

Unearned Units, Units
or Other Rights That

Have Not Vested
(c)  

Equity Incentive Plan
Awards: Market or

Payout Value of
Unearned Units, Units
or Other Rights That

Have Not Vested
(c)

Gregory J. Goff  5/16/2011  —  $ —  38,000  $ 1,261,501
Phillip M. Anderson  5/16/2011  3,700  123,931  —  —

 5/16/2011  —  —  9,800  325,335
G. Scott Spendlove  5/16/2011  —  —  8,000  265,579
Charles S. Parrish  5/16/2011  —  —  8,000  265,579
Ralph J. Grimmer  5/16/2011  3,700  123,931  —  —

 5/16/2011  —  —  9,800  325,335
_______
(a) The service phantom units vest one-third each year for three years from the date of grant with a remaining vesting schedule of May 16, 2012, 2013 and 2014.
(b) The market value also includes any outstanding distribution equivalent rights that will be paid to the executive at time of vesting of such award. The closing price of our

common units on December 30, 2011 of $32.90, as reported on the NYSE, was used to calculate the market value of the unvested unit awards. The amount of
outstanding distribution equivalent rights included with the market value for the executives are as follows: Mr. Anderson - $2,201; and Mr. Grimmer - $2,201.

(c) This award represents performance phantom units, which is the right to receive a number of common units at the end of the performance period depending on our
achievement of relative total unitholder return against a defined performance peer group. This award's performance period is from April 20, 2011 through December 31,
2013 and will vest at the end of the performance period, subject to performance. The number of units that have not vested and payout values shown assume a payout at
maximum, which is 200% of target, and the payout value also includes any outstanding distribution equivalent rights that will be paid to the executive at time of vesting of
such award. This award's payout will be based on actual performance at the end of the performance period. The closing unit price of our common units on 12/30/11 of
$32.90 as reported on the NYSE was used to calculate the market value of the unvested unit awards. The amount of outstanding distribution equivalent rights included
with the payout value for the executives are as follows:

Name  
Accrued Distribution Equivalent

Rights
Gregory J. Goff  $ 11,301
Phillip M. Anderson  2,915
G. Scott Spendlove  2,379
Charles S. Parrish  2,379
Ralph J. Grimmer  2,915

Option Exercises and Stock Vested in 2011

There have been no issuances of options to purchase our units and, therefore, no exercises of options. Our first equity awards to NEOs were granted in May
2011, and none of our equity awards vested during 2011.
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Pension Benefits in 2011

The estimated pension benefits provided under the Retirement Plan and Restoration Retirement Plan for our NEOs are set forth below.

Name  Plan Name  

Years of
Credited

Service (a)  

Present Value of
Accumulated Benefit

(b)  

Payments
during last
fiscal year

Gregory J. Goff  — (c)  — (c)  $ — (c)  $ — (c)
Phillip M. Anderson  Tesoro Corporation Retirement Plan Restoration

Retirement Plan
 12  307,881  —

  12  117,467  —
G. Scott Spendlove  — (c)  — (c)  — (c)  — (c)
Charles S. Parrish  — (c)  — (c)  — (c)  — (c)
Ralph J. Grimmer  Tesoro Corporation Retirement Plan Restoration

Retirement Plan
 4  151,456  —

  4  41,056  —
_______________
(a) Due to a freeze of credited service as of December 31, 2010, credited service values are less than actual service values (Actual service values:  Mr. Anderson, 13 years;

Mr. Grimmer, 5 years).  Credited service is used to calculate the Final Average Pay portion of the Retirement Plan benefit. The Cash Balance portion of the retirement
benefit that went into effect on January 1, 2011 does not utilize credited service. 

(b) The present values of the accumulated plan benefits are equal to the value of the retirement benefits at the earliest unreduced age for each plan using the assumptions used
as of December 31, 2011 for financial reporting purposes.  These assumptions include a discount rate of 4.86%, a cash balance interest crediting rate of 3.36%, the RP
2000 Mortality Table projected to 2012 and for the Tesoro Corporation Retirement Plan, that each employee will elect a lump sum payment at retirement using an interest
rate of 4.86% and the PPA 2012 Mortality Table. The Partnership's portion of the Pension Benefits is 100% for Mr. Anderson and 70% for Mr. Grimmer as reflected in the
table above.

(c) No portion of the compensation expense for retirement benefits to Messrs. Goff, Spendlove and Parrish is allocated to us. The $2.5 million annual administrative fee under
the Omnibus Agreement covers a variety of services provided to TLLP by Tesoro and no portion is specifically allocated to services provided by these individuals to TLLP.

Tesoro Corporation Retirement Plan

Our general partner's employees are eligible to participate in the Tesoro Corporation Retirement Plan (the "Retirement Plan"), a tax-qualified pension plan. The
monthly retirement benefit is made up of two components: a Final Average Pay (FAP) benefit for service through December 31, 2010 and a Cash Balance
account based benefit for service after December 31, 2010. The final benefit payable under the Retirement Plan is equal to the value of the sum of both the FAP
and the Cash Balance components on the participant's benefit commencement date.

Under the FAP component, the benefit formula is equal to 1.1% of final average compensation for each year of service through December 31, 2010 plus 0.5%
of average compensation in excess of the Social Security Covered Compensation limit for each year of service through December 31, 2010 up to 35 years. Final
average compensation is the monthly average of compensation over the consecutive 36-month period in the last 120 months preceding retirement that produces
the highest average. Compensation includes base pay plus bonus but is limited to the maximum compensation and benefit limits allowable for qualified plans
under the Internal Revenue Code. Certain employees who were part of a prior acquisition may be eligible for special provisions, which generally provide for a
FAP benefit based on the greater of (1) the FAP formula using total combined service with us and the prior employer, reduced by the amount earned under the
prior employer's pension plan, and (2) the current FAP formula using only service since becoming our employee.

Under the Cash Balance component, for service after 2010, participants earn quarterly pay and interest credits, which are allocated to a hypothetical account
balance. Pay credits are determined based on a percentage of eligible pay at the end of each quarter ranging from 4.5% to 8.5% of pay based on a participant's
age at the end of each quarter. Interest is credited quarterly on account balances based on the yields of 10-Year Treasury Bonds.
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The Retirement Plan benefit is generally payable at the normal retirement date, which is defined as the first day of the month following the attainment of age 65
and at least three years of service. However, a participant may elect to receive their benefit prior to the Retirement Plan's normal retirement date. If a participant
qualifies for early retirement (age 50 with service plus age greater than or equal to 80, which is referred to as "80-point early retirement," or age 55 with 5 years
of service, which is referred to as "regular early retirement"), the FAP benefit component will be reduced by a subsidized early retirement factor prior to age 65.
Under the 80-point early retirement definition, the FAP benefit component may be paid at age 60 without reduction or earlier than age 60 with a reduction of
5% per year for each year the age at retirement is less than 60. Under the regular early retirement definition, the FAP benefit component may be paid at age 62
without reduction or earlier than age 62 with a reduction of approximately 7.14% per year for each year prior to age 62. If an employee does not qualify for
early retirement upon separation from service, they will be eligible for an actuarially equivalent FAP benefit based on their age at the date the benefit is paid
without an early retirement subsidy. The Cash Balance benefit component for service after 2010 is always based on the actual balance of the cash balance
account as of the payment date and is not subject to any reduction for payment prior to normal retirement.

As of the end of fiscal 2011, Mr. Grimmer was eligible for early retirement, with a subsidized early retirement FAP benefit. Mr. Anderson is eligible to receive a
payment under the Retirement Plan, but without an early retirement subsidy for the FAP portion of the benefit. Mr. Anderson and Mr. Grimmer are both eligible
to receive the full value of their Cash Balance benefit.

The Retirement Plan benefit is generally payable in the form of a lifetime monthly annuity payment. At the employee's election, a reduced benefit may be paid
that continues a portion of the reduced payment over the lifetime of a beneficiary, if the beneficiary outlives the employee. In lieu of monthly payments, the
employee may elect a lump sum form of payment.

Tesoro Corporation Restoration Retirement Plan
 
Both Messrs. Anderson and Grimmer are eligible to receive a supplemental pension benefit under the Tesoro Corporation Restoration Retirement Plan (the
"Restoration Retirement Plan"), a non-qualified pension plan. The purpose of the Restoration Retirement Plan is to restore the benefit, which is not provided
under the qualified Retirement Plan due to compensation and benefit limitations imposed under the Internal Revenue Code.
 
The Restoration Retirement Plan provides a benefit equal to the difference between the actual qualified Retirement Plan benefit paid to the participant, and the
benefit that would have otherwise been paid to the participant under the Retirement Plan, without regard to the limitations of Section 401(a) (17) and
Section 415 of the Internal Revenue Code.
 
Upon termination, if the present value of the Restoration Retirement Plan benefit is less than or equal to $100,000, the automatic form of payment is a lump
sum. If the present value of the Restoration Retirement Plan benefit is greater than $100,000, the automatic form of payment is a lifetime annuity or any
annuity form of payment available under the Retirement Plan, as elected by the participant.

The Restoration Retirement Plan provides for certain death and disability benefits in the same manner as provided in the qualified Retirement Plan. Generally,
the death benefit provides an equivalent FAP benefit and full Cash Balance account value as of the date of death. The disability benefit provides continued
benefit accruals during the period of disability up to age 65. As of December 31, 2011, the present value Mr. Anderson's death benefit was $57,416 and of
his disability benefit was $86,720. As of December 31, 2011, 70% (the portion of the expense that would be allocated to us) of the present value of Mr.
Grimmer's death benefit was $37,711 and of his disability benefit was $73,856.
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Nonqualified Deferred Compensation in 2011

The following table sets forth information regarding the contributions to and year-end balances under Tesoro Corporation Executive Deferred Compensation
Plan for the NEOs in 2011. Pursuant to the terms of the omnibus agreement, a portion of the expense related to this plan is allocated to us by Tesoro. The
allocated expense, if any, for each of Messrs. Anderson and Grimmer is included in the All Other Compensation column of the Summary Compensation
Table. The value of an employee's balance shown below may be tied significantly to contributions made prior to the time such employee began providing
services to the Partnership and are not reflective of the expenses allocated to us.  We are not allocated any portion of the expense for Messrs. Goff, Spendlove
and Parrish.

Name  

Executive
Contributions in Last

Fiscal Year (a)  

Registrant
Contributions in Last

Fiscal Year  

Aggregate
Earnings in Last

Fiscal Year
(b)  

Aggregate
Withdrawals/Distributions  

Aggregate
Balance at Last
Fiscal Year-End

Gregory J. Goff  $ —  $ —  $ —  $ —  $ —
Phillip M. Anderson  —  —  —  —  —
G. Scott Spendlove  —  —  —  —  —
Charles S. Parrish  —  —  —  —  —
Ralph J. Grimmer (c)  14,470  4,670  1,852  —  183,113
________
(a) The amount shown includes amounts reflected in the base salary and bonus column of the Summary Compensation Table for Mr. Grimmer.
(b) The amount shown reflects the change in the market value pertaining to the investment funds in which the NEOs have chosen to invest their contributions and the company's

contribution under Tesoro Corporation Executive Deferred Compensation Plan.
(c) The Partnerships' portion of Tesoro Corporation Executive Deferred Compensation Plan for Mr. Grimmer is 70%. However, the amounts reflected in the above table

represents the full amount of Mr. Grimmer's values under this nonqualified deferred compensation plan.
 
Tesoro Corporation Executive Deferred Compensation Plan

Our NEOs are eligible to participate in the Tesoro Corporation Executive Deferred Compensation Plan ("EDCP"). The purpose of the EDCP is to provide
executives and key management personnel the opportunity to make additional pre-tax deferrals capped under our qualified 401(k) plan (the "Thrift Plan"), due
to salary and deferral limitations imposed under the Internal Revenue Code and as an additional resource for tax planning.

Participants may elect to defer up to 50% of their base salary and/or up to 100% of their annual bonus compensation after FICA tax deductions. Tesoro will
match the participant's base salary contributions dollar-for-dollar up to 4% of eligible earnings above the IRS salary limitation (i.e., $245,000 for 2011). A
participant will vest in our matching contributions upon the completion of three years of service. Participants who are eligible for supplemental retirement
benefits under the ESP or an executive employment agreement are eligible to defer compensation under the EDCP, but are not eligible for the matching
provisions of the EDCP. The EDCP also permits Tesoro to make discretionary contributions to participants' accounts from time to time in amounts and on
terms as Tesoro may determine. No such additional discretionary contributions have been made on behalf of any of our NEO's accounts to date.

Participants are able to direct investment selections for their own accounts and may change the investment allocation at any time, subject to certain restrictions.
The investment selection generally includes mutual funds available through the Thrift Plan.

As imposed by Section 409A of the Code, a participant must wait six months, except in the event of a death, before receiving a distribution of their benefit
from the EDCP. Distributions at retirement or termination will be in accordance with the distribution election made by the participant at the time of his or her
deferral election. Participants may select distributions in the form of a lump sum or installments (no more frequently than monthly) over a period of two to
fifteen years. If a participant does not designate a distribution direction at the time of deferral, the default distribution is a lump sum payment on the seventh
month following retirement or termination. For vested deferral account balances less than $100,000 at the time of termination, distribution will be in the form of
a lump sum, paid in cash, regardless of the participant's distribution selection.
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2011 Potential Payments Upon Termination or Change-In-Control

The following tables reflect the estimated amount of compensation for each of the NEOs upon certain termination events. Such compensation is in addition to
the pension benefits for Messrs. Anderson and Grimmer, including certain termination-related pension benefits, described under the heading "Pension Benefits
in 2011." The amounts shown below assume that the applicable termination occurred as of December 31, 2011 and are based on the agreements and
arrangements in place on such date. The actual payments an executive would be entitled to may only be determined based upon the actual occurrence and
circumstances surrounding the termination. The compensation and benefits (excluding their equity awards granted by the Partnership) for Messrs. Goff,
Spendlove and Parrish would be paid by Tesoro and not the Partnership under these termination scenarios. Below are the assumptions used in determining the
estimated payments upon various termination scenarios.

Payments Made Upon Any Termination Scenario. Messrs. Anderson and Grimmer are entitled to the following upon any termination scenario:

• Accrued Benefits. Messrs. Anderson and Grimmer would be entitled to the following accrued benefits: any accrued but unpaid base salary to the
date of termination; any accrued but unpaid expenses; any unused vacation pay; any unpaid bonuses for a prior period to which they are
entitled per the incentive compensation program; and any other benefits to which they are entitled. The Partnership's portion of these benefits will
be 100% for Mr. Anderson and 70% for Mr. Grimmer.

Payments Made Upon Involuntary Termination Without Cause. In the event of an NEO's termination due to involuntary termination without cause, the
NEOs will receive:

• Equity Vesting. For all NEOs, since they are required to work a minimum of 12 months to get a payout of their performance phantom units
along with the accumulated distribution equivalent rights and they did not work the required minimum period by the end of the year, they will
not receive a pro-rated payout of their performance phantom units. For Messrs. Anderson and Grimmer, their service phantom units will fully
vest and will be paid the accumulated distribution equivalent rights.

Payments Made Upon Termination in Connection With a Change-in-Control. Pursuant to their management stability agreement for Messrs. Anderson and
Grimmer, in the event of a termination by Tesoro without cause or with good reason within two years following a change-in-control of Tesoro Corporation
(which would result in a change-in-control of our general partner and the Partnership), Messrs. Anderson and Grimmer and the other NEOs will receive
benefits as follows:

• Severance. Messrs. Anderson and Grimmer will receive a multiple of two times of base salary and target annual bonus as well as a pro-rated
bonus for the year of termination. The Partnership's portion of the severance, as reflected in the tables below, is 100% for Mr. Anderson and 70%
for Mr. Grimmer. These benefits would not be payable in the case of a change-in-control of the Partnership that did not also constitute a change-
in-control of Tesoro Corporation.

• Equity Vesting. Each NEO will vest in their performance phantom units at target and will be paid the accumulated distribution equivalent rights
accumulated on those units. For Messrs. Anderson and Grimmer, their service phantom units will fully vest and will be paid the accumulated
distribution equivalent rights.

• Health Coverage. Messrs. Anderson and Grimmer will receive health and welfare coverage for two years. The Partnership's portion, as reflected
in the tables below, is 100% for Mr. Anderson and 70% for Mr. Grimmer. These benefits would not be payable in the case of a change-in-control
of the Partnership that did not also constitute a change-in-control of Tesoro Corporation.

• Retirement Benefits. Messrs. Anderson and Grimmer will receive two additional years of service credit under the current non-qualified
supplemental pension plans. The Partnership's portion, as reflected in the tables below, is 100% for Mr. Anderson and 70% for Mr. Grimmer.
These benefits would not be payable in the case of a change-in-control of the Partnership that did not also constitute a change-in-control of Tesoro
Corporation.
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• Definitions.

Messrs. Anderson and Grimmers' management stability agreements define change-in-control, cause and good reason as follows (these definitions
have been simplified for purposes hereof):

"Change-in-Control" means (1) there shall be consummated (a) any consolidation or merger of Company in which the Company is not the
continuing or surviving corporation or pursuant to which shares of the Company's common stock would be converted into cash, securities or
other property, other than a merger of the Company where a majority of the board of directors of the surviving corporation are, and for a two-
year period after the merger continue to be, persons who were directors of the Company immediately prior to the merger or were elected as
directors, or nominated for election as directors, by a vote of at least two-thirds of the directors then still in office who were directors of the
Company immediately prior to the merger, or (b) any sale, lease, exchange or transfer (in one transaction or a series of related transactions) of all
or substantially all of the assets of the Company; or (2) the stockholders of the Company approve any plan or proposal for the liquidation or
dissolution of the Company; or (3) (x) any "person" (as such term is used in Sections 13(d) and 14(d)(2) of the Exchange Act other than the
Company or a subsidiary thereof or any employee benefit plan sponsored by the Company or a subsidiary thereof, shall become the beneficiary
owner (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company representing 20% or more of the combined voting
power of the Company's then outstanding securities ordinarily (and apart from rights accruing in special circumstance) having the right to vote
in the election of directors, as a result of a tender or exchange offer, open market purchases, privately negotiated purchases or otherwise, or (y) at
any time during a period of one year thereafter, individuals who immediately prior to the beginning of such period constituted the Board of
Directors cease for any reason to constitute at least a majority thereof, unless election or the nomination by the Board of Directors for election by
the Company's stockholders of each new director during such period was approved by a vote of at least two-thirds of the directors then still in
office who were directors at the beginning of such period.

"Cause" means (1) the conviction of or a please of nolo contendere to the charge of a felony or (2) a material breach of fiduciary duty to Tesoro
through the misappropriation of funds or property.

"Good Reason" means the occurrence of any of the following: (1) without executive's express written consent, the assignment to executive of any
duties inconsistent with the employment of executive immediately prior to the Change in Control, or a significant diminution of executive's
positions, duties, responsibilities and status with the Company from those immediately prior to a Change in Control or a diminution in
executive's titles or offices as in effect immediately prior to a Change in Control, or any removal of executive from, or any failure to reelect
executive to, any of such positions; (2) a material reduction by the Company in executive's base salary, as in effect immediately prior to a
Change in Control; (3) the failure by the Company to continue benefits, including but not limited to, thrift, pension, life insurance, and health
plans, substantially equal in value, in the aggregate, to those in which executive is participating or is eligible to participate at the time of the
Change in Control except as otherwise required by the terms of such plans as in effect at the time of any Change in Control; (4) the failure by the
Company to continue in effect any incentive plan or arrangement in which executive is participating at the time of a Change in Control (or to
substitute and continue other plans or arrangements providing the executive with substantially similar benefits), except as otherwise required by
the terms of such plans as in effect at the time of any Change in Control; (5) the occurrence of an event that meets the criteria set forth under the
Company's relocation policy, as in effect from time to time, with respect to which either (a) the executive fails to provide express written consent
to the relocation or (b) the Company fails to provide the relocation benefit set forth in such policy; or (6) any failure by the Company to obtain
the assumption of this Agreement by any successor or assign of the Company.
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Payments Made Upon Termination Due to Retirement or Voluntary Termination. In the event of an NEO's termination due to retirement or voluntary
termination, the NEO will receive the following benefits:

• Severance. At the Board's discretion, pursuant to the terms of the Tesoro's annual incentive compensation program, upon retirement for any
reason on or after June 30 of the applicable year, Mr. Grimmer will receive a pro-rated bonus for the year of termination since he is retirement
eligible. The Partnership's portion of Tesoro's incentive compensation program, as reflected in the tables below, is 70% for Mr. Grimmer. Mr.
Anderson will not receive a pro-rated bonus since he is not retirement eligible.
 

• Equity Vesting. Mr. Grimmer is retirement eligible, but did not yet work the minimum of 12 months during the performance period; thus, he
will not get a payout of his performance phantom units along with the accumulated distribution equivalent rights. Also, Mr. Grimmer will forfeit
his unvested service phantom units and the accumulated distribution equivalent rights related to such units. The other NEOs will forfeit all
unvested equity awards, along with the accumulated distribution rights, since they are not retirement eligible.
   

Payments Made Upon Death or Disability.  In the event of an NEO's termination due to death or disability, their beneficiaries or estate (in the case of death)
or the NEO (in the case of disability) will receive:

• Severance. At the Board's discretion, pursuant to the terms of the Tesoro's annual incentive compensation program, upon termination due to
death or disability, Messrs. Anderson and Grimmer will receive a pro-rated bonus for the year of termination. The Partnership's portion of
Tesoro's incentive compensation program, as reflected in the tables below, is 100% for Mr. Anderson and 70% for Mr. Grimmer.

• Equity Vesting. Each NEO will vest in their performance phantom units at target and will be paid the accumulated distribution equivalent rights
accumulated on those units. For Messrs. Anderson and Grimmer, their service phantom units will fully vest and will be paid the accumulated
distribution equivalent rights.
    

Potential Payments Upon a Termination Without Cause

Compensation Components  Mr. Goff  Mr. Anderson  Mr. Spendlove  Mr. Parrish  Mr. Grimmer
Value of Accelerated Equity (a)  $ —  $ 123,931  $ —  $ —  $ 123,931
_______________
(a) For Messrs. Anderson and Grimmer, their service phantom units will fully vest and be paid the accumulated distribution equivalent rights on those units as of December

31, 2011. As the NEOs did not work a minimum of twelve months during the performance period, they would not have received a pro-rated payout of their performance
phantom units or the accumulated distribution equivalent rights on these units as of December 31, 2011.
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Potential Payments Upon a Termination in Connection with a Change-in-Control

Compensation
Components  Mr. Goff  Mr. Anderson  Mr. Spendlove  Mr. Parrish  Mr. Grimmer

Severance (a)  $ —  $ 1,055,764  $ —  $ —  $ 615,974
Value of Accelerated Equity (b)  636,041  288,056  133,979  133,979  288,056
Retirement Benefits (c)  —  28,777  —  —  74,675
Health Benefits (d)  —  34,614  —  —  18,370
Total  $ 636,041  $ 1,407,211  $ 133,979  $ 133,979  $ 997,075
_______________
(a) For Messrs. Anderson and Grimmer, their severance amounts include a multiple of two times the sum of base salary plus target annual bonus as well as a pro-rated bonus

for the year of termination. Their severance amount (excluding the pro-rated bonus, as applicable) will be paid in a lump sum six months after their termination. The
Partnership's portion of the severance, as reflected in the table, is 100% for Mr. Anderson and 70% for Mr. Grimmer.

(b) Each NEO will vest in their performance phantom units at target and will be paid the accumulated distribution equivalent rights accumulated on those units as of December
31, 2011. For Messrs. Anderson and Grimmer, their service phantom units will fully vest and be paid the accumulated distribution equivalent rights on those as of
December 31, 2011.

(c) The retirement benefit for Messrs. Anderson and Grimmer reflects the value of the two additional years of service credit using the same assumptions as of December 31,
2011 that are used for financial reporting purposes, as discussed under the heading "Pension Benefits in 2011." The Partnership's portion of this benefit, as reflected in the
table, is 100% for Anderson and 70% for Mr. Grimmer.

(d) The estimated health and welfare benefits represent for Messrs. Anderson and Grimmer that they will receive for twenty-four months after termination. The Partnership's
portion of this benefit, as reflected in the table, is 100% for Mr. Anderson and 70% for Mr. Grimmer.

Potential Payments Upon a Termination Due to Retirement or Voluntary Termination

Compensation
Components  Mr. Goff  Mr. Anderson  Mr. Spendlove  Mr. Parrish  Mr. Grimmer

Severance (a)  $ —  $ —  $ —  $ —  $ 115,474
_______________
(a) The severance amounts include the pro-rated bonus for the year of termination for Mr. Grimmer only since he is retirement eligible as of the end of the year. The

Partnership's portion of Tesoro's incentive compensation program, as reflected in the table, is 70% for Mr. Grimmer. Mr. Grimmer will not receive a pro-rated payout of his
performance unit awards since he had not yet worked a minimum of twelve months during the performance period.

Potential Payments Upon a Termination Due to Death

Compensation
Components  Mr. Goff  Mr. Anderson  Mr. Spendlove  Mr. Parrish  Mr. Grimmer

Severance (a)  $ —  $ 230,873  $ —  $ —  $ 115,474
Value of Equity (b)  636,401  288,056  133,979  133,979  288,056
Total  $ 636,401  $ 518,929  $ 133,979  $ 133,979  $ 403,530
_______________
(a) The severance amounts include the pro-rated bonus for the year of termination for Messrs. Anderson and Grimmer. The Partnership's portion of Tesoro's incentive

compensation program, as reflected in the table, is 100% for Mr. Anderson and 70% for Mr. Grimmer.
(b) Each NEO will vest in their performance phantom units at target and will be paid the accumulated distribution equivalent rights accumulated on those units as of December

31, 2011. For Messrs. Anderson and Grimmer, their service phantom units will fully vest and be paid the accumulated distribution equivalent rights on those units as of
December 31, 2011.
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Potential Payments Upon a Termination Due to Disability

Compensation
Components  Mr. Goff  Mr. Anderson  Mr. Spendlove  Mr. Parrish  Mr. Grimmer

Severance (a)  $ —  $ 230,873  $ —  $ —  $ 115,474
Value of Equity (b)  636,401  288,056  133,979  133,979  288,056
Total  $ 636,401  $ 518,929  $ 133,979  $ 133,979  $ 403,530
_______________
(a) The severance amounts include the pro-rated bonus for the year of termination for Messrs. Anderson and Grimmer. The Partnership's portion of Tesoro's incentive

compensation program, as reflected in the table, is 100% for Mr. Anderson and 70% for Mr. Grimmer.
(b) Each NEO will vest in their performance phantom units at target and will be paid the accumulated distribution equivalent rights accumulated on those units as of December

31, 2011. For Messrs. Anderson and Grimmer, their service phantom units will fully vest and be paid the accumulated distribution equivalent rights on those units as of
December 31, 2011.

Risk Considerations in Our Compensation Programs

In August 2011, Tesoro's management, in consultation with the Tesoro Corporation Compensation Committee's independent consultant, performed an
assessment of the risk associated with Tesoro's compensation programs. Tesoro's 2011 assessment included an evaluation of TLLP's compensation
framework. In October 2011, management reviewed with the Chairman of the Board and independent directors of our general partner the portion of the
analysis relating to management's assessment of our general partner's employees, including executives, and discussed the concept of risk as it relates to our
compensation programs. The assessment and discussions concluded the following:

• We have an appropriate pay philosophy and market positioning for our executive compensation programs to support our business objectives.
• Our compensation programs appropriately balance fixed compensation with short-term and long-term variable compensation such that no single

pay element would motivate employees to engage in excessive risk taking.
• The characteristics of our annual incentive program design do not lend themselves to excessive risk taking because we base annual incentive

awards on:
◦ Corporate, business unit and individual performance goals, with a variety of pre-established performance conditions in each category, thus

diversifying the risk associated with any single indicator of performance; and
◦ Financial and non-financial performance targets that are objectively determined by measurable and certifiable results.

• Our long-term incentive program encourages employees to focus on our long-term success by providing performance phantom units that only
reward employees if we meet specified performance goals. These awards also incorporate pre-established caps to prevent over-payment.

Following the completion of the compensation risk assessment, in January 2012, we established a "clawback" policy that allows the Board of Directors to
recoup incentive compensation received by a senior executive for misconduct resulting in a material financial restatement. The "clawback" policy is discussed
in more detail under the heading "Compensation Discussion and Analysis - Clawback Policy."
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

Security Ownership by Directors and Executive Officers

The following table shows the beneficial ownership of our units reported to us as of February 16, 2012, including units as to which a right to acquire
ownership exists within the meaning of Rule 13d-3(d)(1) under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), for each director, the
CEO, the CFO and our other three most highly compensated officers during 2011 and our current directors and officers as a group. Unless otherwise
indicated, each person or member of the group listed has sole voting and investment power with respect to the common units listed. As of February 16, 2012,
there were 15,254,890 common units outstanding (including 304,890 common units held by Tesoro Corporation and its affiliates). This table does not
include (1) the 622,649 general partner units held by Tesoro Logistics GP, LLC, or the 15,254,890 subordinated units held by Tesoro Corporation and its
affiliates or (2) phantom units held by our directors and executive officers that do not vest within 60 days of February 16, 2012. None of our officers or
directors hold general partner or subordinated units.

  
Common Units
Owned Directly  

Common Units to
Which a Right to

Acquire Ownership
Exists (a)  

Total Unit-Based
Ownership  

Percent of
Class

Gregory J. Goff  10,000  —  10,000  *
Phillip M. Anderson  4,900  —  4,900  *
Raymond J. Bromark  2,000  —  2,000  *
Mary F. Morgan  4,000  —  4,000  *
Thomas C. O'Connor  8,000  —  8,000  *
Charles S. Parrish  —  —  —  *
G. Scott Spendlove  —  —  —  *
Ralph J. Grimmer  3,000  —  3,000  *
All Current Directors and Executive Officers as a Group
(9 individuals)  31,900  —  31,900  *
_______________
* Less than 1.0%
(a) None of the individuals included in the chart above have a right to acquire common units by February 16, 2012 or within 60 days thereafter.
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The following table shows the beneficial ownership of common stock of Tesoro Corporation reported to us as of February 16, 2012, including shares as to
which a vested right to acquire ownership exists (for example, through the exercise of stock options) within the meaning of Rule 13d−3(d)(1) under the
Exchange Act and shares credited to accounts under Tesoro's Thrift Plan, for each director, the CEO, the CFO and our other three most highly compensated
officers during 2011 and our current directors and officers as a group. Unless otherwise indicated, each person or member of the group listed has sole voting
and investment power with respect to the shares of our common stock listed. As of February 16, 2012, there were 140,800,815 shares outstanding.

  

Common Stock
Owned Directly

(a)  

Common Stock
Underlying
Exercisable

Options
(b)  

Common Stock
Credited under

Thrift Plan  

Common Stock
for which
Beneficial

Ownership is
Otherwise
Attributed  

Total Stock-Based
Ownership (c)  

Percent of
Class

Gregory J. Goff  160,103  49,387  568  —  210,058  *
Phillip M. Anderson  9,468  18,766  1,625  —  29,859  *
Raymond J. Bromark  —  —  —  —  —  —
Mary F. Morgan  —  —  —  —  —  —
Thomas C. O'Connor  —  —  —  —  —  —
Charles S. Parrish  50,076  238,366  10,421  —  298,863  *
G. Scott Spendlove  46,331  134,766  7,957  —  189,054  *
Ralph J. Grimmer  9,554  17,166  1,942  —  28,662  *
All Current Directors and
Executive Officers as a Group
(9 individuals)  304,532  463,451  22,513  —  790,496  *
_______________
* Less than 1.0%
(a) Includes shares of unvested restricted stock.
(b) Includes shares that the listed persons had the right to acquire through the exercise of stock options on February 16, 2012, or within 60 days thereafter.
(c) Performance shares and market stock unit awards granted to executive officers for performance periods ending December 31, 2013 and later are not included in the shares

shown.
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Security Ownership by Certain Beneficial Owners

The following table sets forth information from filings made with the SEC as to each person or group who as of December 31, 2011 (unless otherwise noted)
beneficially owned more than 5% of our outstanding units or more than 5% of any class of our outstanding units. The principal difference between our
common units and subordinated units is that in any quarter during the subordination period, the subordinated units will not be entitled to receive any
distribution until the common units have received the minimum quarterly distribution plus any arrearages in the payment of the minimum quarterly
distribution from prior quarters. Subordinated units do not accrue arrearages. When the subordination period ends, all subordinated units will convert into
common units on a one-for-one basis and all common units thereafter will no longer be entitled to arrearages.

  
Amount and Nature of
Beneficial Ownership

Name and Address of Beneficial Owner  

Number of
Common

Units  

Percent of
Common

Units  

Number of
Subord-

inated Units  

Percent of
Subord-

inated Units  

Number of
General
Partner

Units  

Percent of
General
Partner

Units  

Percent
of

Total Units
Tesoro Corporation (a)
    19100 Ridgewood Parkway
    San Antonio, Texas 78259  304,890  2%  15,254,890  100%  622,649  100%  52%
The Goldman Sachs Group, Inc. (b)
Goldman, Sachs & Co.
   200 West Street
   New York, New York 10282  1,417,121  9.3%  —  —  —  —  4.6%
Kayne Anderson Capital Advisors, L.P. (c)
Richard A. Kayne
    1800 Avenue of the Stars,
    Third Floor
    Los Angeles, California 90067  1,189,282  7.8%  —  —  —  —  3.8%
Tortoise Capital Advisors,
 L.L.C. (d)
    11550 Ash Street, Suite 300
    Leawood, Kansas 66211  1,056,502  6.9%  —  —  —  —  3.4%
Chickasaw Capital Management, LLC (e)
    6075 Poplar Avenue,
    Suite 402
    Memphis, Tennessee 38119  930,300  6.1%  —  —  —  —  3.0%
The Northwestern Mutual Life Insurance
Company (f)
    720 East Wisconsin Avenue
    Milwaukee, Wisconsin 53202  925,300  6.1%  —  —  —  —  3.0%

_______________
(a) Tesoro Corporation directly holds 135,610 common units and 6,785,124 subordinated units; limited partner units are also held by affiliates of Tesoro Corporation, as

follows: Tesoro Refining and Marketing Company directly holds 158,090 common units and 7,909,891 subordinated units, Tesoro Alaska Company directly holds
11,190 common units and 559,875 subordinated units and Tesoro Logistics GP, LLC directly holds 622,649 general partner units. Tesoro Corporation is the ultimate
parent company of each such entity and may, therefore, be deemed to beneficially own the units held by each such entity. Tesoro Corporation files information with, or
furnishes information to, the Securities and Exchange Commission pursuant to the information requirements of the Securities Exchange Act of 1934, as amended.

(b) According to a Schedule 13G filed with the SEC on February 13, 2012, The Goldman Sachs Group, Inc. and Goldman, Sachs & Co. have sole voting power with
regarding to 881 of our common units, sole investment power with regard to 881 of our common units and shared investment power with regard to 1,416,240 of our
common units.

(c) According to a Schedule 13G/A filed with the SEC on February 9, 2012, Kayne Anderson Capital Advisors, L.P. and Richard A. Kayne have shared voting power and
shared investment power with regard to 1,189,282 of our common units.

(d) According to a Schedule 13G filed with the SEC on February 10, 2012, Tortoise Capital Advisors, L.L.C. has shared voting power with regard to 971,328 of our
common units and shared investment power with regard to 1,056,502 of our common units.

(e) According to a Schedule 13G filed with the SEC on February 6, 2012, Chickasaw Capital Management, LLC has sole voting power and sole investment power with
regard to 930,300 of our common units.

(f) According to a Schedule 13G filed with the SEC on January 25, 2012, The Northwestern Mutual Life Insurance Company has shared voting power and shared
investment power with regard to 925,300 of our common units.
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Equity Compensation Plan Information

The following table summarizes, as of December 31, 2011, certain information regarding Tesoro Logistics GP, LLC's equity compensation plans.

Plan Category  

Number of Securities to be
Issued Upon Exercise of

Outstanding Options,
Warrants and Rights (a)  

Weighted-Average Exercise
Price of Outstanding

Options, Warrants And
Rights (b)  

Number of Securities
Remaining Available for
Future Issuance under

Equity Compensation Plans
(Excluding Securities
Reflected in the First

Column) (c)
Equity Compensation plans approved by security holders  —  —  —
Equity compensation plans not approved by security
holders (d)  87,673  —  662,327

Total  87,673  —  662,327
_________
(a) The amounts in column (a) of this table reflect only phantom units that have been granted under the Tesoro Logistics LP 2011 Long-Term Incentive Plan (the "LTIP"). No

unit options have been granted. Each phantom unit shown in the table represents a right to receive (upon vesting and payout) a specified number of our common units.
Vesting and payout may be conditioned upon achievement of pre-determined performance objectives (typically total unitholder return over a defined period) or conditioned
only upon continued service with us and our affiliates. For illustrative purposes, the maximum payment (i.e., a 200% ratio) provided by the provisions of the award
agreements has been assumed for vesting and payout of performance-related grants.  Payment at target levels (i.e., a 100% ratio) would result in 50,873 units to be issued
and 699,127 units remaining available for future issuance.

(b) No value is shown in column (b) of the table, since the phantom units do not have an exercise, or "strike," price. 
(c) For illustrative purposes, a maximum payment (i.e., a 200% ratio) has been assumed for vesting and payout of outstanding performance-related grants.
(d) The LTIP was adopted by the Tesoro Logistics GP, LLC Board of Directors in connection with the closing of the initial public offering on April 26, 2011 and provides for

awards of options, restricted units, phantom units, distribution equivalent rights, substitute awards, unit appreciation rights and unit awards to be available for employees,
consultants and directors of the general partner and any of their affiliates who perform services for Tesoro Logistics LP.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our general partner's directors and executive officers, as well as holders of more than 10% of our voting stock to file
with the SEC initial reports of ownership and reports of changes in ownership of our common stock or other equity securities. Based on a review of those
forms provided to us and any written representations, we believe that during the year ended December 31, 2011, our directors, executive officers and holders
of more than 10% of our voting stock filed the required reports on a timely basis under Section 16(a), except for the following transactions, which were not
timely filed due to administrative error: (1) a Form 4 for Mr. Grimmer reporting a purchase of 500 units on April 29, 2011, and (2) a Form 3 for Mr. Romasko
reporting that he became a director and executive officer of TLGP on July 21, 2011.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Certain Relationships and Related Party Transactions

As of February 16, 2012, Tesoro owns 304,890 common units and 15,254,890 subordinated units, representing approximately 50% limited partner interest
in us. In addition, the general partner owns 622,649 general partner units representing a 2% general partner interest in us, as well as incentive distribution
rights. Transactions with Tesoro and its affiliated entities are considered to be related party transactions because Tesoro and its affiliates own more than 5% of
our equity interests; in addition, Messrs. Goff, Spendlove, Romasko and Parrish serve as executive officers of both Tesoro and our general partner.

Whenever a conflict arises between our general partner or its affiliates, on the one hand, and us and our limited partners, on the other hand, our general partner
will resolve that conflict. Although not required, we anticipate that our general partner will ask the Conflicts Committee to approve the fairness of significant
transactions, such as the acquisition of logistics assets from Tesoro for which we have a right of first offer. See "Committees of the Board of Directors -
Conflicts Committee" in Item 10.
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Our Board of Directors has not adopted a formal written related-person transaction approval policy. Tesoro uses the procedure described below when
reviewing, approving, or ratifying "related person transactions." Other than potential conflicts transactions of the type described in the paragraph above, we
anticipate that the board of directors of our general partner would use a similar process. For these purposes, a "related person" is a director, nominee for
director, executive officer, or holder of more than 5% of our common stock, or any immediate family member of a director, nominee for director or executive
officer. This procedure applies to any financial transaction, arrangement or relationship or any series of similar financial transactions, arrangements or
relationships in which we are a participant and in which a related person has a direct or indirect interest, other than the following:

• Payment of compensation by us to a related person for the related person's service in the capacity or capacities that give rise to the person's status as a
"related person;"

• Transactions available to all employees or all unitholders on the same terms;

• Purchases from us in the ordinary course of business at the same price and on the same terms as offered to our other customers, regardless of
whether the transactions are required to be reported in our filings with the SEC; and

• Transactions, which when aggregated with the amount of all other transactions between the related person and us, involve less than $120,000 in a
fiscal year.

We expect that the Audit Committee of our general partner would generally be asked to approve any related-person transaction before commencement of such
transaction, provided that if the related-person transaction is identified after it commences, it is brought to the Audit Committee for ratification, amendment or
rescission. The Chairman of our Audit Committee has the authority to approve or take other actions with respect to any related-person transaction that arises,
or first becomes known, between meetings of the Audit Committee, provided that any action by the Chairman of our Audit Committee must be reported to our
Audit Committee at its next regularly scheduled meeting.

We expect that, in determining whether to approve a related-person transaction, the Audit Committee would consider whether the terms are fair to us, whether
the transaction is material to us, the role the related person has played in arranging the transaction, the structure of the transaction, and the interests of all
related persons in the transaction, as well as any other factors the members of the Audit Committee deem appropriate. Our Audit Committee may, in its sole
discretion, approve or deny any related-person transaction. Approval of a related-person transaction may be conditioned upon us and the related person
following certain procedures designated by the Audit Committee.

Initial Public Offering and Related Structuring Transactions

On April 20, 2011, the Partnership's common units began trading on the New York Stock Exchange under the symbol "TLLP." On April 26, 2011, we
closed our Offering of 14,950,000 common units at a price of $21.00 per unit, which included a 1,950,000 unit over-allotment option that was exercised by
the underwriters. In connection with the Offering, all of our initial net property, plant and equipment was contributed by Tesoro (including its subsidiaries
Tesoro Refining and Marketing Company ("TRMC") and Tesoro Alaska Company ("Tesoro Alaska")) in a series of transactions in exchange for:

• 304,890 common units and 15,254,890 subordinated units, representing an approximate aggregate 50% interest, excluding the general partner
interest, in TLLP;

• all of the incentive distribution rights (as discussed in TLLP's partnership agreement);
• 622,649 general partner units, representing a 2% general partner interest; and
• an aggregate cash distribution of $333.0 million.

Distributions and Payments to Our General Partner and Its Affiliates
    

We generally make cash distributions of 98% to unitholders, including Tesoro as the direct and indirect holder of an aggregate 304,890 common units and
15,254,890 subordinated units, and 2% to our general partner (assuming it makes any capital contributions necessary to maintain its 2% interest in us). In
addition, if distributions exceed the minimum quarterly distribution and other higher target distribution levels, the general partner will be entitled to increasing
percentages of the distributions, up to 50% of the distributions above the highest target distribution level. During 2011, we distributed $9,254,957 to Tesoro
with respect to its common and subordinated units and $370,352 with respect to the 2% general partner interest.
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Commercial Agreements, Omnibus Agreement and Operational Services Agreement
    

In connection with the closing of the Offering, we entered into various long-term, fee-based commercial agreements with Tesoro under which we provide
various pipeline transportation, trucking, terminal distribution and storage services to Tesoro, and Tesoro commits to provide us with minimum monthly
throughput volumes of crude oil and refined products. These agreements are described in detail under Items 1 and 2 Business and Properties. The amounts
paid under those agreements during 2011 are as follows:

• Tesoro paid us approximately $19.2 million pursuant to the pipeline transportation services agreement in 2011;
• Tesoro paid us approximately $18.1 million pursuant to the crude oil trucking transportation services agreement in 2011;
• Tesoro paid us approximately $24.9 million pursuant to the master terminalling services agreement in 2011;
• Tesoro paid us approximately $4.3 million pursuant to the pipeline transportation services agreement in 2011; and
• Tesoro paid us approximately $3.6 million pursuant to the Salt Lake City storage and transportation services agreement in 2011.

In connection with the closing of the Offering, we entered into an Omnibus Agreement (the "Omnibus Agreement") with our general partner, Tesoro
Corporation, TRMC, Tesoro Alaska, and Tesoro Companies, Inc., which is described in more detail under Items 1 and 2 Business and Properties. We paid
Tesoro approximately $15.1 million pursuant to this agreement and Tesoro paid us approximately $0.5 million pursuant to this agreement during 2011.

In connection with the closing of the Offering, our general partner and our subsidiaries Tesoro Logistics Operations LLC (the "Operating Company") and
Tesoro High Plains Pipeline Company LLC ("Tesoro HP") entered into an Operational Services Agreement (the "Operational Services Agreement") with Tesoro
Alaska, TRMC, and TCI, which is described in more detail under Items 1 and 2 Business and Properties. We and our subsidiaries paid Tesoro
approximately $0.2 million pursuant to this agreement during 2011.

Director Independence

The Board of Directors currently consists of eight directors, three of whom are independent and five of whom are executives of Tesoro or our general partner.
Because we are a limited partnership, we are not required to have a majority of independent directors. The Board undertook its annual review of director
independence in February 2012 and in the process reviewed the independence of each director. The purpose of these reviews was to determine whether any of
the directors had relationships or transactions that were inconsistent with a determination that the nominee is independent. Based on this review, the Board
affirmatively determined that each of the following directors has no material relationship with us and has satisfied the independence requirements of the
NYSE: Mr. Bromark, Ms. Morgan and Mr. O'Connor.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The Audit Committee has selected Ernst & Young LLP to serve as our independent auditors for the fiscal year ending December 31, 2012. The Audit
Committee in its discretion may select a different registered public accounting firm at any time during the year if it determines that such a change would be in
the best interests of us and our unitholders.

Audit Fees for 2011

The following table presents fees billed for the year ended December 31, 2011, for professional services performed by Ernst & Young LLP ("EY").

 2011
Audit Fees (a) $ 371,636
Audit-Related Fees —
Tax Fees —
All Other Fees —
Total $ 371,636
_______________
(a) Audit Fees represent the aggregate fees for professional services rendered by EY in connection with its audits of our consolidated financial statements, reviews of the

condensed consolidated financial statements included in our Quarterly Reports on Form 10-Q and services that were provided in connection with statutory and regulatory
filings.

In accordance with the Audit Committee charter, all audit and permitted non-audit services to be performed by EY must be approved in advance by the Audit
Committee. All audit services performed by EY have been pre-approved by the Audit Committee. No non-audit services were performed.
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PART IV.

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) 1. Financial Statements

The following consolidated financial statements of Tesoro Logistics LP and its subsidiaries are included in Part II, Item 8 of this Form 10-K:

 Page

Report of Independent Registered Public Accounting Firm (Ernst & Young LLP) 63
Statements of Consolidated Operations -- Years Ended December 31, 2011, 2010 and 2009 64
Consolidated Balance Sheets -- December 31, 2011 and 2010 6 5
Consolidated Statements of Partners' Equity -- Years Ended December 31, 2011, 2010 and 2009 6 6
Statements of Consolidated Cash Flows -- Years Ended December 31, 2011, 2010 and 2009 67
Notes to Consolidated Financial Statements 68

2. Financial Statement Schedules

No financial statement schedules are submitted because of the absence of the conditions under which they are required, the required information is
insignificant or because the required information is included in the consolidated financial statements.

3. Exhibits

Exhibit Number  Description of Exhibit

3.1
 

Certificate of Limited Partnership of Tesoro Logistics LP (incorporated by reference herein to Exhibit 3.1 to the Company's Registration Statement on Form
S-1 filed on January 4, 2011, File No. 333-171525).

   
3.2

 
Certificate of Formation of Tesoro Logistics GP, LLC (incorporated by reference herein to Exhibit 3.3 to the Company's Registration Statement on Form S-1
filed on January 4, 2011, File No. 333-171525).

   
3.3

 
First Amended and Restated Agreement of Limited Partnership of Tesoro Logistics LP dated April 26, 2011 (incorporated by reference herein to Exhibit 3.1
to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
3.4

 
Amended and Restated Limited Liability Company Agreement of Tesoro Logistics GP, LLC dated April 25, 2011 (incorporated by reference herein to Exhibit
3.2 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
10.1

 

Credit Agreement, dated as of April 26, 2011, among Tesoro Logistics LP, Bank of America, N.A., as administrative agent and L/C Issuer and lender, and
other lender party thereto (incorporated by reference herein to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No.
1-35143).

   
10.2

 

Contribution, Conveyance and Assumption Agreement, dated as of April 26, 2011, among Tesoro Logistics LP, Tesoro Logistics GP, LLC, Tesoro
Logistics Operations LLC, Tesoro Corporation, Tesoro Alaska Company, Tesoro Refining and Marketing Company and Tesoro High Plains Pipeline
Company LLC (incorporated by reference herein to Exhibit 10.2 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
#10.3

 

Management Stability Agreement of Phillip M. Anderson (incorporated by reference herein to Exhibit 10.13 to the Company's Registration Statement on
Form S-1 filed on January 4, 2011, File No. 333-171525).

   
#10.4

 

Management Stability Agreement of Ralph J. Grimmer (incorporated by reference herein to Exhibit 10.15 to the Company's Registration Statement on Form
S-1 filed on January 4, 2011, File No. 333-171525).

   
#10.5

 
Tesoro Logistics LP 2011 Long-Term Incentive Plan, adopted as of March 31, 2011 (incorporated by reference herein to Exhibit 10.3 to the Company's
Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
#10.6

 
Form of Tesoro Logistics LP 2011 Long-Term Incentive Plan Performance Phantom Unit Agreement (incorporated by reference herein to Exhibit 10.1 to the
Company's Current Report on Form 8-K filed on May 20, 2011, File No. 1-35143).
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Exhibit Number  Description of Exhibit

#10.7

 

Form of Tesoro Logistics LP 2011 Long-Term Incentive Plan Phantom Unit Award (Employee time-vesting award) (incorporated by reference herein to
Exhibit 10.17 to the Company's Registration Statement on Form S-1 filed on January 4, 2011, File No. 333-171525).

   
#10.8

 

Form of Tesoro Logistics LP 2011 Long-Term Incentive Plan Phantom Unit Award (Non-employee director award) (incorporated by reference herein to
Exhibit 10.18 to the Company's Registration Statement on Form S-1 filed on January 4, 2011, File No. 333-171525).

   
*#10.9  Description of 2012 Incentive Compensation Program.

   
10.10

 

Omnibus Agreement, dated as of April 26, 2011, among Tesoro Corporation, Tesoro Refining and Marketing Company, Tesoro Companies, Inc., Tesoro
Alaska Company, Tesoro Logistics LP and Tesoro Logistics GP, LLC (incorporated by reference herein to Exhibit 10.4 to the Company's Current Report on
Form 8-K filed on April 29, 2011, File No. 1-35143).

   
*10.11

 
Amendment No. 1 to Omnibus Agreement, dated as of February 28, 2012, among Tesoro Corporation, Tesoro Refining and Marketing Company, Tesoro
Companies, Inc., Tesoro Alaska Company, Tesoro Logistics LP and Tesoro Logistics GP, LLC.

   
10.12

 

Operational Services Agreement, dated as of April 26, 2011, among Tesoro Companies, Inc., Tesoro Refining and Marketing Company, Tesoro Alaska
Company, Tesoro Logistics GP, LLC, Tesoro Logistics Operations LLC and Tesoro High Plains Pipeline Company LLC (incorporated by reference herein to
Exhibit 10.5 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
10.13

 

Transportation Services Agreement (High Plains Pipeline System), dated as of April 26, 2011, between Tesoro High Plains Pipeline Company LLC and
Tesoro Refining and Marketing Company (incorporated by reference herein to Exhibit 10.6 to the Company's Current Report on Form 8-K filed on April 29,
2011, File No. 1-35143).

   
10.14

 
Trucking Transportation Services Agreement, dated as of April 26, 2011, between Tesoro Logistics Operations LLC and Tesoro Refining and Marketing
Company (incorporated by reference herein to Exhibit 10.7 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
10.15

 

Amended and Restated Trucking Transportation Services Agreement, dated as of December 2, 2011, between Tesoro Logistics Operations LLC and Tesoro
Refining and Marketing Company (incorporated by reference herein to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on December 5,
2011, File No. 1-35143).

   
*10.16

 
First Amendment to Amended and Restated Trucking Transportation Services Agreement, dated as of February 27, 2012, between Tesoro Logistics
Operations LLC and Tesoro Refining and Marketing Company.

   
10.17

 

Supplemental Trucking Services Agreement, dated as of July 1, 2011 (a supplement to the Trucking Transportation Services Agreement, dated as of April
26, 2011) between Tesoro Logistics Operations LLC and Tesoro Refining and Marketing Company (incorporated by reference herein to Exhibit 10.13 to the
Company's Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2011, File No. 1-35143).

   
*10.18

 
Schedule 5 to Supplemental Trucking Services Agreement, dated as of December 1, 2011 (a supplement to the Trucking Transportation Services
Agreement, dated as of April 26, 2011) between Tesoro Logistics Operations LLC and Tesoro Refining and Marketing Company.

   
†10.19

 

Master Terminalling Services Agreement, dated as of April 26, 2011, among Tesoro Refining and Marketing Company, Tesoro Alaska Company and Tesoro
Logistics Operations LLC (incorporated by reference herein to Exhibit 10.8 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No.
1-35143).

   
*‡10.20

 
First Amendment to Master Terminalling Services Agreement, dated as of December 1, 2011, between Tesoro Refining and Marketing Company and Tesoro
Logistics Operations LLC.

   
*10.21  Terminal Expansion Agreement, dated as of February 27, 2012, between Tesoro Logistics Operations LLC and Tesoro Refining and Marketing Company.

   
10.22

 

Transportation Services Agreement (SLC Short-Haul Pipelines), dated as of April 26, 2011, between Tesoro Logistics Operations LLC and Tesoro Refining
and Marketing Company (incorporated by reference herein to Exhibit 10.9 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No.
1-35143).
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Exhibit Number  Description of Exhibit

10.23

 

Salt Lake City Storage and Transportation Services Agreement, dated as of April 26, 2011, between Tesoro Refining and Marketing Company and Tesoro
Logistics Operations LLC (incorporated by reference herein to Exhibit 10.10 to the Company's Current Report on Form 8-K filed on April 29, 2011, File
No. 1-35143).

   
10.24

 
Terminal Sublease, dated as of April 26, 2011, between Tesoro Alaska Company, as Landlord, and Tesoro Alaska Logistics LLC, as Tenant (incorporated by
reference herein to Exhibit 10.11 to the Company's Current Report on Form 8-K filed on April 29, 2011, File No. 1-35143).

   
*14.1  Code of Business Conduct and Ethics for Senior Financial Executives.

   
*14.2  Code of Business Conduct.

   
*21.1  Subsidiaries of the Company.
   
*23.1  Consent of Independent Registered Public Accounting Firm (Ernst & Young LLP).
   
*31.1  Certification by Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
   
*31.2  Certification by Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
   
*32.1  Certification by Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
   
*32.2  Certification by Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
   
**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
____________
* Filed herewith
** Submitted electronically herewith
# Compensatory plan or arrangement
† Confidential treatment has been granted for certain portions of this Exhibit pursuant to a confidential treatment order granted by the Securities Exchange Commission. Such

portions have been omitted and filed separately with the Securities Exchange Commission.
‡ Confidential status has been requested for certain provisions hereof pursuant to a Confidential Treatment Request. Such provisions have been filed with the Securities

Exchange Commission.

In accordance with Rule 402 of Regulation S-T, the XBRL information in Exhibit 101 to this Annual Report on Form 10-K shall not be deemed to be filed for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended (Exchange Act), or otherwise subject to the liability of that section, and shall not be incorporated by reference
into any registration statement or other document filed under the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.    
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

  TESORO LOGISTICS LP
    
  By: Tesoro Logistics GP, LLC
   Its General Partner
    
  By: /s/ GREGORY J. GOFF  
   Gregory J. Goff 
   Chairman of the Board of Directors and Chief Executive Officer
   (Principal Executive Officer)

Dated: February 29, 2012

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and
in the capacities and on the dates indicated.

Signature  Title  Date

     
/s/ GREGORY J. GOFF   Chairman of the Board of Directors and  February 27, 2012

Gregory J. Goff  Chief Executive Officer   
  (Principal Executive Officer)   
     

/s/ G. SCOTT SPENDLOVE   Director, Vice President and Chief Financial Officer  February 27, 2012
G. Scott Spendlove  (Principal Financial Officer and Principal Accounting Officer)   

     
/s/ PHILLIP M. ANDERSON   Director and President  February 27, 2012

Phillip M. Anderson     
     

/s/ DANIEL R. ROMASKO  Director, Vice President and Chief Operating Officer  February 27, 2012
Daniel R. Romasko     

     
/s/ CHARLES S. PARRISH  Director, Vice President and General Counsel  February 27, 2012

Charles S. Parrish     
     

/s/ RAYMOND J. BROMARK  Director  February 27, 2012
Raymond J. Bromark     

     
/s/ MARY F. MORGAN  Director  February 27, 2012

Mary F. Morgan     
     

/s/ THOMAS C. O'CONNOR  Director  February 27, 2012
Thomas C. O'Connor     
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2012 Incentive Compensation Program

On February 7, 2012, the Chairman of the Board and independent directors, acting pursuant to authority delegated by the Board of Directors (the "Board"),
approved the participation of Tesoro Logistics GP, LLC's (the "Company") President and Vice President of Operations in the Tesoro Corporation 2012
Incentive Compensation Program (the "2012 ICP" or the "2012 Program"). In addition, the Board approved the target payout for such officers. The 2012
Program consists of two equally weighted components: Tesoro Corporation's overall performance and Business Unit performance outlined below. The
performance results of Tesoro Corporation and the individual business units may be adjusted to take into account unbudgeted business decisions, unusual or
non-recurring items, and other factors, as approved by Tesoro Corporation's Compensation Committee, to determine the total amount, if any, available under
the 2012 ICP. The Chairman of the Board and independent directors of the Company have discretion to adjust individual awards, if any, for Company
executives based on their assessment of an individual executive's performance relative to successful achievement of goals, business plan execution and other
leadership attributes.

Component 1 - Corporate Performance - weighted as 50% of total bonus opportunity measured against target with the range of outcomes between 0% to
200%. Tesoro Corporation performance metrics include the following:

• Achievement of Earnings Before Interest, Taxes, Depreciation and Amortization ("EBITDA") measured on a margin neutral basis (this is the more
heavily weighted metric, constituting 50% of the bonus opportunity for the corporate performance component);

• Safety - Targeted improvement in recordable incidents;
• Process Safety Management - Targeted improvement in the number of process safety incidents;
• Environmental - Targeted improvements in the number of environmental incidents; and
• Cost Management - Measurement of non-capital cash expenditure versus budget (this metric constitutes 35% of the bonus

opportunity for the corporate performance component).

Component 2 - Business Unit Performance - weighted as 50% of total bonus opportunity measured against target with the range
of outcomes between 0% to 200%. Business Unit performance is measured through balanced scorecards with performance metrics
including, but not limited to:

• Safety and Environmental;
• Cost Management;
• Improvements in EBITDA; and
• Business improvement and value creation initiatives.



Exhibit 10.11

AMENDMENT NO. 1 TO
OMNIBUS AGREEMENT

 
This Amendment No. 1, dated as of February 28, 2012 (this " Amendment"), to that certain Omnibus Agreement, dated as of April 26,

2011 (the "Omnibus Agreement"), by and among the parties thereto, is hereby adopted, executed and agreed to by and among Tesoro Corporation
("Tesoro"), Tesoro Refining and Marketing Company, Tesoro Companies, Inc., Tesoro Alaska Company, Tesoro Logistics LP, and Tesoro
Logistics GP, LLC (each a "Party" and, collectively, the "Parties"). Capitalized terms used but not defined herein shall have the respective meanings
given to such terms in the Omnibus Agreement.
 

WHEREAS, the Parties desire to amend the Omnibus Agreement in the manner herein provided in order to reflect the original intent of the
Parties with respect to the allocation of certain severance and change-of-control benefits; and

WHEREAS, Section 9.5 of the Omnibus Agreement provides that the Omnibus Agreement may be amended or modified from time to time
only by written agreement of all the Parties.

 
NOW, THEREFORE, in consideration of the premises contained herein, and for other good and valuable consideration, the receipt and

sufficiency of which are hereby acknowledged, the Parties hereby agree as follows:
 

SECTION 1. Amendment to the Omnibus Agreement .

(a) The introductory portion of Section 4.1(c) of the Omnibus Agreement is hereby amended and restated in its entirety as
follows:

"(c) The Partnership Group shall reimburse Tesoro for all other direct or allocated costs and expenses incurred by Tesoro and its
Affiliates on behalf of the Partnership Group, including, but not limited to the following; provided, however, that the costs and expenses
described in subsections (i) through (vi) below shall not apply with respect to employees of the General Partner, Tesoro or its Affiliates that
are providing the services listed on Schedule IV:"

(b) Section 4.1(c)(ii) of the Omnibus Agreement is hereby amended and restated in its entirety as follows:

"(ii) except as otherwise provided in Section 4.1(c)(vi) below, the cost of employee benefits relating to employees of the General
Partner, Tesoro or its Affiliates, including 401(k), pension, bonuses and health insurance benefits (but excluding Tesoro stock-
based compensation expense), to the extent, but only to the extent, such employees perform services for the Partnership Group,
provided that for employees that do not devote all of their business time to the Partnership Group, such expenses shall be based on
the annual weighted average of time spent and number of employees devoting their services to the Partnership Group;"

(c) The following clause (vi) is hereby added to Section 4.1(c):
 

"(vi) any severance or similar amounts ("Severance Amounts") due to the President of the General Partner or the Vice President,
Logistics of the General



Partner in the event of a Change of Control (or similar term, in each case as defined in the applicable management stability
agreement) of Tesoro under the terms of their respective management stability agreements with Tesoro, provided that such
reimbursement shall be based on the percentage of time spent by such employee on the business of the Partnership Group during the
last completed payroll period immediately preceding the date of such Change of Control. Notwithstanding anything in this
Agreement to the contrary, in no event will the Partnership Group reimburse Tesoro for, or otherwise in any way be responsible for,
(A) any Severance Amounts due to any employee of the General Partner, Tesoro or its Affiliates (other than the President of the
General Partner or the Vice President, Operations of the General Partner) in the event of a Change of Control (or similar term, in
each case as defined in the applicable Employment Agreement) of Tesoro, or (B) any Tesoro stock-based compensation expense
related to accelerated vesting of Tesoro equity awards. For the purposes of this Section 4.1(c)(vi), the term "Employment
Agreement" shall include any employment agreement, management stability agreement or similar agreement between Tesoro and any
employee of the General Partner, Tesoro or its Affiliates."

 
SECTION 2. Effective Date. Notwithstanding anything in this Amendment to the contrary, this Amendment is

effective for all purposes as of the Closing Date.

SECTION 3. Effect of Amendment . Except as amended hereby, the Omnibus Agreement shall remain in full force
and effect as previously executed.

SECTION 4. Governing Law. This Amendment shall be governed by, and construed in accordance with, the laws
of the State of Texas, excluding any conflicts-of-law rule or principle that might refer the construction or interpretation of this Amendment
to the laws of another state.

SECTION 5. Counterparts. This Amendment may be executed in any number of counterparts, each of which
when so executed shall be deemed to be an original and all of which taken together shall constitute one and the same instrument. Delivery of
an executed signature page of this Amendment by facsimile transmission or in portable document format (.pdf) shall be as effective as
delivery of a manually executed counterpart hereof.

[Remainder of page intentionally left blank]



IN WITNESS WHEREOF, the Parties have executed this Amendment as of the date first above written.

TESORO CORPORATION

By:    /s/ CHARLES S. PARRISH    
Charles S. Parrish
Executive Vice President, General Counsel and Secretary

TESORO REFINING AND MARKETING COMPANY

By:    /s/ CHARLES S. PARRISH    
Charles S. Parrish
Executive Vice President and Secretary

TESORO COMPANIES, INC.

By:    /s/ CHARLES S. PARRISH    
Charles S. Parrish
Executive Vice President, General Counsel and Secretary

TESORO ALASKA COMPANY

By:    /s/ CHARLES S. PARRISH    
Charles S. Parrish
Executive Vice President, General Counsel and Secretary

[Signature Page to Amendment No. 1 to Omnibus Agreement]



TESORO LOGISTICS LP

By: Tesoro Logistics GP, LLC,
its general partner

By:    /s/ PHILLIP M. ANDERSON         
Phillip M. Anderson
President

TESORO LOGISTICS GP, LLC

By:    /s/ PHILLIP M. ANDERSON     
Phillip M. Anderson
President

[Signature Page to Amendment No. 1 to Omnibus Agreement]



Exhibit 10.16

FIRST AMENDMENT TO AMENDED AND RESTATED
TRUCKING TRANSPORTATION SERVICES AGREEMENT

This FIRST AMENDMENT TO AMENDED AND RESTATED TRUCKING TRANSPORTATION SERVICES AGREEMENT
(this "First Amendment") is dated as of February 27,  2012, but effective as of the dates set forth herein, by and between Tesoro Logistics Operations
LLC, a Delaware limited liability company (" TLO"), and Tesoro Refining and Marketing Company, a Delaware corporation ("TRMC"), collectively
referred to as "Parties," and each individually, as a "Party," and amends that certain Trucking Transportation Services Agreement between the Parties
dated as of April 26, 2011, as previously amended and restated by the Amended and Restated Trucking and Transportation Services Agreement dated
December 2, 2011 (as so amended and restated, the " Trucking TSA").

The Parties desire to amend the Trucking TSA to substitute Schedule II attached hereto for Schedule II attached to the existing Trucking
TSA, effective as of January 1, 2012. Therefore, for valuable consideration received, the Parties do hereby replace Schedule II of the Trucking
TSA with Schedule II attached hereto, effective as of the date set forth above.

The Trucking TSA, shall remain in full force and effect in accordance with its terms, as amended herein.

IN WITNESS WHEREOF, the Parties hereto have duly executed this First Amendment as of the date first written above.

 TESORO REFINING AND MARKETING COMPANY
   

 By: /s/ GREGORY J. GOFF
  Gregory J. Goff
  President
   

   

 TESORO LOGISTICS OPERATIONS LLC
   

 By: TESORO LOGISTICS LP,
  its sole member
   

 By: TESORO LOGISTICS GP, LLC,
  its general partner
   

 By: /s/ PHILLIP M. ANDERSON
  Phillip M. Anderson
  President

                



SCHEDULE II

TRUCKING RATES* (in dollars per barrel)

Miles

(round to next
highest mile)

Mileage Rate
Dispatch Fee for the
first 700,000 bbls in
each Month

Dispatch Fee for
Volumes above
700,000 bbls in each
Month

0 - 10 1.99 0.50 0.05
10 - 20 2.04 0.50 0.05
20 - 25 2.17 0.50 0.05
25 - 30 2.26 0.50 0.05
30 - 35 2.44 0.50 0.05
35 - 40 2.56 0.50 0.05
40 - 45 2.74 0.50 0.05
45 - 50 2.86 0.50 0.05
50 - 55 3.37 0.50 0.05
55 - 60 3.6 0.50 0.05
60 - 65 3.79 0.50 0.05
65 - 70 3.87 0.50 0.05
70 - 75 4.01 0.50 0.05
75 - 80 4.06 0.50 0.05
80 - 85 4.17 0.50 0.05
85 - 90 4.21 0.50 0.05
90 - 95 4.35 0.50 0.05
95 - 100 4.41 0.50 0.05
100 - 110 5.55 0.50 0.05
110 - 120 5.67 0.50 0.05
120 - 130 5.82 0.50 0.05
130 - 140 5.94 0.50 0.05
140 - 150 6.16 0.50 0.05

*  Total Rates will be the sum of the Mileage Rate plus applicable Dispatch Fees. Mileage Rates for hauls over 150 miles will be increased $0.20/bbl for every ten (10) miles over 150
miles. All mileages shall be based upon actual miles in shipments, rounded to the next highest mile. Mileages shall be as agreed upon for individual receipt and delivery locations, using
the shortest standard routes practically available, provided that if weather or road conditions or local authorities require longer routes for specific deliveries, TLO may charge for actual
mileage. In accordance with standard industry practices, all rates shall be based on a minimum 200 barrel load, and any load under 200 barrels shall be charged at a 200 barrel load
minimum. Mileage Rates include a component for fuel costs, which will be adjusted monthly as provided herein, with such fuel cost adjustment being apportioned to change overall
Mileage Rates in the same ratio that TLO's fuel costs bear to all of TLO's costs embedded in the Mileage Rates.

Schedule II                                         (Effective 01/01/2012)



Exhibit 10.18

Schedule 5
To Supplemental Trucking Services Letter Agreement

Delivery of Crude Oil to Donnybrook, ND Rail Loading Facility

1. Scope: TLO shall gather crude oil from production facilities in North Dakota and Montana and deliver it by truck to a unit car
rail loading facility at the intersection of Highway 52 and 380 Street NW in Donnybrook, North Dakota, 58734 (the
“Donnybrook Rail Facility”).

2. Rate: The rate for trucking services related to deliveries of crude oil to the Donnybrook Rail Facility hereunder shall be
$3.80/bbl.

3. Commitment: There shall be no minimum volume commitment, provided that TLO may require that each cargo be of
sufficient size to schedule a full truck delivery to the Donnybrook Rail Facility. Volumes transported to the Donnybrook Rail
Facility shall be supplemental to the Minimum Volume Commitment in the Trucking Agreement and shall be credited toward
the Minimum Volume Commitment.

4. Term: Effective as of December 1, 2011 for an initial term of one month and from month to month thereafter until terminated
by either Party on 30 days notice.

5. Special Provisions: None.

ACCEPTED AND AGREED:

TESORO LOGISTICS OPERATIONS LLC

/s/ PHILLIP M. ANDERSON
By: Phillip M. Anderson
President

TESORO REFINING AND MARKETING COMPANY

/s/ RALPH J. GRIMMER
By: Ralph J. Grimmer
Vice President, Logistics



[**CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO RULE 24b-2 OF THE SECURITIES EXCHANGE ACT OF 1934. SPECIFIC TERMS
HAVE BEEN REDACTED AND ARE MARKED AT THE APPROPRIATE PLACE WITH TWO ASTERISKS. THE REDACTED MATERIAL HAS BEEN

SEPARATELY FILED WITH THE SECURITIES AND EXCHANGE COMMISSION.**]

Exhibit 10.20

FIRST AMENDMENT TO MASTER TERMINALLING AGREEMENT

FIRST AMENDMENT TO MASTER TERMINALLING AGREEMENT (this “First Amendment) is made effective as of
December 1, 2011 (the “Effective Date”), between Tesoro Logistics Operations LLC (“TLO”) and Tesoro Refining and Marketing
Company (“TRMC”).

AND WHEREAS TLO and TRMC are parties to that Master Terminalling Services Agreement (the “MTA”), effective
April 26, 2011 (the “TSA”), under which TLO stores and throughputs refined petroleum products for TRMC at various terminals
operated by TLO;

WHEREAS The parties wish to amend the MTA to consolidate the listing of all fees into Schedule B and to include in
Schedule B additional Ancillary Services to be provided at certain Terminals;

NOW THEREFORE, in consideration of the mutual covenants and agreements hereinafter set forth TLO and TRMC agree
as follows:

1.    Paragraphs (b) and (c) of Section 4, Minimum Throughput Commitment, are amended to read as follows:

“(b)    Tesoro shall pay a per-barrel fee for the volumes it throughputs at the Terminals in accordance with Schedule B attached
hereto. In addition, if the Parties mutually determine to utilize dedicated storage tanks at any time during the Term of this
Agreement, Tesoro shall pay a fee for dedicated storage capacity at the Terminals, which fee shall be mutually determined at
such time and set forth in a Schedule to this Agreement.

(c)    Tesoro may throughput volumes in excess of its Minimum Throughput Commitment, up to the then-available capacity of
each Terminal, net of any third-party commitments, as determined by TLO at any time. Allocation of any excess capacity shall
be in accordance with current practices, or as otherwise may be agreed among the Parties from time to time. Any excess
throughput volumes shall be subject to the applicable Throughput Fees and Ancillary Service Fees set forth on and Schedule B.
”

2.    Paragraphs (b) and (c) of Section 5, Ancillary Services, is amended to read as follows:

“5.    ANCILLARY SERVICES

TLO shall provide the respective Ancillary Services for each Terminal set forth on Schedule B attached hereto, and the fees
for each such Ancillary Services are set forth on Schedule B. A blank space or listing of “NA” for an Ancillary Service on
Schedule B reflects that such Ancillary Service will not be provided at the indicated Terminal. If any additional ancillary
services are requested by Tesoro that are different in kind, scope or frequency from the Ancillary Services that have been
historically provided, then the Parties shall negotiate in good faith to determine whether such ancillary services may be provided
and the appropriate rates to be charged for such additional ancillary services.”



[**CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO RULE 24b-2 OF THE SECURITIES EXCHANGE ACT OF 1934. SPECIFIC TERMS
HAVE BEEN REDACTED AND ARE MARKED AT THE APPROPRIATE PLACE WITH TWO ASTERISKS. THE REDACTED MATERIAL HAS BEEN

SEPARATELY FILED WITH THE SECURITIES AND EXCHANGE COMMISSION.**]

3.    Schedules A Schedule B attached hereto shall replace and supersede the Schedule A and Schedule B attached to the MTA.

In Witness Whereof, we execute this Agreement effective as of the date first stated above.

TESORO LOGISTICS OPERATIONS LLC      ,

/s/ PHILLIP M. ANDERSON
By: Phillip M. Anderson
President

TESORO REFINING AND MARKETING COMPANY

/s/ GREGORY J. GOFF
By. Gregory J. Goff
President



[**CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO RULE 24b-2 OF THE SECURITIES EXCHANGE ACT OF 1934. SPECIFIC TERMS
HAVE BEEN REDACTED AND ARE MARKED AT THE APPROPRIATE PLACE WITH TWO ASTERISKS. THE REDACTED MATERIAL HAS BEEN

SEPARATELY FILED WITH THE SECURITIES AND EXCHANGE COMMISSION.**]

Schedule A

Throughput By Material Grouping, Product and Terminal

Material Grouping Fuel Oil Gasoline* Jet Diesel

Material: Decant
RUL and
Premium Jet Kerosene

ULSD #1
Clear

ULSD #1
Dyed

ULSD #2
Clear

ULSD #2
Dyed

ULSD
Clear - flow

improved

ULSD
Dyed - flow

improved

Premium
ULSD -
undyed -

cetane
improved

Premium
ULSD -
dyed -
cetane

improved

TERMINAL             
Anchorage AK  X X X X  X      
Boise ID  X X    X X     
Burley ID  X     X X X X   
Los Angeles CA  X X    X X     
Mandan ND X X X  X X X X   X X
Salt Lake City UT  X X  X X X X     
Stockton CA  X     X X     
Vancouver WA  X     X X     

No dedicated storage is to be provided for any Product at any Terminal

*Regular Unleaded and Premium gasoline will be received and stored at a Terminal, and may be blended at the rack to deliver
Midgrade gasoline



[**CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO RULE 24b-2 OF THE SECURITIES EXCHANGE ACT OF 1934. SPECIFIC TERMS
HAVE BEEN REDACTED AND ARE MARKED AT THE APPROPRIATE PLACE WITH TWO ASTERISKS. THE REDACTED MATERIAL HAS BEEN

SEPARATELY FILED WITH THE SECURITIES AND EXCHANGE COMMISSION.**]

Schedule B
Throughput and Ancillary Services Fees

All Fees are per barrel except where noted otherwise.

fee description Anchorage Boise Burley Los Angeles Mandan Salt Lake City Stockton Vancouver
Throughput Fees $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *

* In Tank Transfer $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *
Product Receipt Fee - Barge $ * * N/A N/A N/A N/A N/A N/A $ * *

EtOH Storage Fee N/A N/A N/A N/A N/A N/A $ * * N/A
EtOH Blending Fee N/A $ * * $ * * $ * * $ * * $ * * $ * * $ * *

EtOH Receipt Fee - by Truck N/A $ * * $ * * $ * * N/A N/A $ * * $ * *
EtOH Receipt Fee - by Rail N/A N/A $ * * N/A N/A N/A $ * * $ * *

Generic Gasoline Additive Fee - Tier 1 -
105% of LAC $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *

Generic Gasoline Additive Fee - Tier 2 - up
to 2x LAC $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *

Generic Gasoline Additive Fee - Tier 3 -
up to 3x LAC $ * * $ * * $ * * $ * * $ * * $ * * $ * * N/A

Generic Gasoline Additive Fee - Tier 4 - up
to 4x LAC $ * * N/A N/A N/A N/A N/A $ * * N/A

Generic Gasoline Additive Fee - Tier 5 - up
to 5x LAC $ * * N/A N/A N/A N/A N/A $ * * N/A

Proprietary Additive Fee $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *
Winter Flow Improver N/A N/A $ * * N/A $ * * N/A N/A N/A

Red Dye Fee N/A $ * * $ * * $ * * $ * * $ * * $ * * $ * *
Lubricity/ Conductivity Additive Charge $ * * $ * * $ * * $ * * $ * * $ * * $ * * $ * *

Transmix Offloading Fee - Truck $ * * $ * * $ * * $ * * N/A $ * * N/A N/A
Jet Additive Fee N/A N/A N/A N/A $ * * N/A N/A N/A

** Jet Testing Fee $ * * N/A N/A N/A N/A N/A N/A N/A
Jet Certification Fee $ * * $ * * N/A N/A N/A N/A N/A N/A

* In Tank Transfer fee is per occurrence
** Jet Testing Fee is Monthly



Exhibit 10.21
TERMINAL EXPANSION AGREEMENT

This Terminal Expansion Agreement is dated this 27th day of February, 2012, by and between Tesoro Logistics Operations LLC
("TLO") and Tesoro Refining and Marketing Company ("TRMC").

WHEREAS, TLO and TRMC are parties to a Master Terminalling Services Agreement (the "MTSA") dated April 26, 2011, under
which TLO provides dedicated Terminalling Services for TRMC and Tesoro Alaska Company (collectively "Tesoro") at certain
petroleum products Terminals specified in the MTSA;

WHEREAS, the MTSA provides for an aggregate Minimum Throughput Commitment of 100,000 bbls/day in any month for all the
Terminals covered thereby, of which 7,600 bbls/day is the Stipulated Volume allocated to throughput through the Stockton Terminal;

WHEREAS, the Stockton Terminal is operating at its current maximum operating capacity and TRMC is the only party utilizing the
Stockton Terminal;

WHEREAS, TRMC desires to have the operating capacity of the Stockton Terminal increased in order to allow TRMC to throughput
more petroleum products at the Stockton Terminal;

WHEREAS, TLO is willing to undertake the capital project required to expand capacity at the Stockton Terminal, as set forth below,
provided that the Minimum Throughput Commitment under the MTSA is increased to reflect the increased throughput capacity at such
Terminal;

NOW THEREFORE, in order to facilitate the expansion of operating capacity at the Stockton Terminal, TLO and TRMC agree as
follows;

1.    TLO shall promptly commence and diligently pursue to completion the capital project internally referenced as TLO's Tank Build
and Rack Refurbishment Project (the "Stockton Expansion Project"), which includes the following work to expand capacity at the
Stockton Terminal:

(a)    Construction of two product storage tanks totaling 90,000 bbls of shell capacity:

(i)    one 55,000 bbl CARB REG tank, and

(ii)    one 35,000 bbl CARB Diesel tank;

(b)    Replacement of the Vapor Recovery Unit with one of greater capacity;

(c) Installation of supporting piping, pumping, electrical and control systems infrastructure;

(d)    Conversion of loading rack from bi-directional to uni-directional bays; and

(e) Routing loading arms from bay two to bay one, as additive system will be expanded to new loading arms.

2.    Completion of the work will be subject to TLO obtaining all required permits and to force majeure. The Stockton Expansion Project
is currently scheduled to become operational by November 1, 2012, at which time the throughput capacity of the Stockton Terminal
will be increased from 7,600 bbls/day to 18,000 bbls/day.

3.    Upon completion of the Stockton Expansion Project, the MTSA will be amended as follows:



(a)    The Stipulated Volume for the Stockton Terminal listed under Schedule C will be increased to 16,000/bbls/day, and the
aggregate Minimum Throughput Commitment under the MTSA will be increased by 8,400 bbls/day. Thus, provided that there are no
other changes in the Minimum Throughput Capacity related to changes in the Stipulated Volume of other Terminals, the Minimum
Throughput Capacity under the MTSA will be increased to 108,400 bbls/day.

(b)    There shall be a specific commitment (the "Stockton Minimum Throughput Commitment") for TRMC to throughput at
the Stockton Terminal a minimum volume of 13,600 barrels per day for each day in a Month, which will be supplemental to the overall
Minimum Throughput Capacity for all Terminals subject to the MTSA, subject to the terms provided below.

(c)    In any Month in which TRMC fails to throughput the Stockton Minimum Throughput Commitment at the Stockton
Terminal, TRMC shall owe TLO the Stockton Shortfall Payment, which shall be the product of (i) the Stockton Throughput Fee (ii)
times the difference between (A) the Stockton Minimum Throughput Commitment and (B) the actual throughput at the Stockton
Terminal during such Month. {Stockton Shortfall Payment = Stockton Throughput Fee x (Stockton Minimum Throughput
Commitment - actual Stockton throughput)}. The Stockton Throughput Fee shall be the applicable Throughput Fee listed on the first
row of Schedule B to the MTSA, under the column heading Stockton, as it may be escalated as provided in the MTSA.

(d)    The Stockton Shortfall Amount paid for any Month may be applied as credits to payment obligations of TRMC under the
MTSA as follows:

(i)    As a Credit against excess amounts (the "Stockton Excess Amount") owed by TRMC for volumes throughput at the
Stockton Terminal in excess of the Stockton Minimum Throughput Commitment during the next succeeding three months,
calculated in the same manner as is set forth in Section 7(b) of the MTSA, except that the Stockton Excess Amount shall be
calculated by using the Stockton Throughput Fee rather than the weighted average Terminalling Service Fee for all Terminals,
and

(ii)    As an offset to any Shortfall Amounts owed under the MTSA for a failure to throughput the overall Minimum
Throughput Commitment during the same Month for which the Stockton Shortfall Payment is owing, and

(iii)    To the extent and only to the extent that the Stockton Shortfall Payment is applied as an offset against the overall
Shortfall Payment under subparagraph (ii) above, as a Credit against future Excess Amounts owed by Tesoro during the next
succeeding three Months, as provided in Section 7(b) of the MTSA.

4.    TRMC and TLO agree to take all further steps necessary to implement the understandings reflected in this Terminal Expansion
Agreement, including execution of an Amendment to the MTSA when the Stockton Expansion Project has been completed.



WITNESS our execution, effective as of the date stated above.

TESORO LOGISTICS OPERATIONS LLC

By: /s/ PHILLIP M. ANDERSON
Phillip M. Anderson    
President

TESORO REFINING AND MARKETING COMPANY

By: /s/ GREGORY J. GOFF    
Gregory J. Goff
President



Exhibit 14.1

Code of Business Conduct and Ethics for Senior Financial Executives (Overview)

 
General Policy

It is the policy of Tesoro Corporation and its subsidiaries (the "Company") to conduct its business in accordance with the highest standards of
honesty and integrity, the provisions of this Code of Business Conduct and Ethics for Senior Financial Executives (the "Code"), the Company's
Code of Business Conduct; other Company policies and all applicable laws and regulations of the United States, and the states, counties, cities and
other jurisdictions in which the Company operates.

The specific policy and application of the Company's commitment to assuring ethical and lawful conduct for all employees, officers, directors and
independent agents acting on behalf of the Company ("associates") is contained in the Company's Code of Business Conduct.

In addition to the requirements and expectations contained in the Company's Code of Business Conduct, the Company believes that senior financial
executives shall abide by a further code of ethics to ensure that the Company maintains the highest integrity with respect to the preparation and
reporting of financial information related to the Company. Accordingly, this Code shall apply to the following: Chief Executive Officer; Chief
Financial Officer; head of Finance; Controller; and persons performing similar functions (the "Senior Financial Executives").

All illegal and/or unethical acts are prohibited under this Code.

Commitment and Focus

The Company is committed to complying with all standards of ethical and lawful conduct. This commitment goes beyond compliance. We believe that
ethical and lawful conduct is the foundation for our success. Integrity in everything we do is a requirement in all business operations. It is the
foundation for mutually beneficial relationships with our customers, suppliers, and communities in which we live and work. All Associates have
assigned responsibilities in the operation of our business. Yet, there is another that we all share - responsibility of acting with integrity in all business
practices and relationships. This unanimity of purpose allows us to move quickly in exploring new ground; to act boldly in the face of competition;
and to take risks whenever they are justified.

Tesoro Corporation                                 Amended Date: April 7, 2011



This Code is intended as a codification of standards that are reasonably designed to deter wrongdoing and to promote and reinforce the following:

• Honest and ethical conduct, including ethical handling of actual or apparent conflicts of interest between personal and professional
relationships.

• Full, fair, accurate, timely and understandable disclosure in reports and documents that the Company files with or submits to regulatory
authorities or releases to the public.

• Compliance with applicable governmental laws, rules and regulations.

• The prompt reporting to an appropriate person or persons identified in this Code of violations of the Code.

• Accountability for adherence to this Code.

Disclosure Controls

Each Senior Financial Executive shall endeavor, through actions which include, without limitation, the establishment, maintenance and periodic
evaluation of appropriate disclosure controls and procedures and internal controls, to ensure that, with respect to each quarterly or annual report
required by law to be filed by the Company (each a "Report"):

• The Report does not contain any untrue statements of material fact or omit to state a material fact necessary in order to make the statements
made, in light of the circumstances under which such statements were made, not misleading.

• The financial statements, and other financial information contained in each Report fairly present in all material respects the financial
condition and results of operations of the Company as of, and for, the periods presented in the Report.

• The Report discloses financial information relating to the Company in a full, fair, accurate, timely and understandable manner.

Each Senior Financial Executive shall endeavor to design disclosure controls and procedures and internal controls to ensure that material information
relating to the Company and its consolidated subsidiaries is made known to such Senior Financial Executives by others within the Company.

Tesoro Corporation                                 Amended Date: April 7, 2011



Accuracy and Completeness

Senior Financial Executives, as the primary executives responsible for the complete and accurate financial reporting of the Company, to the best of
their ability, shall not permit the reporting of any financial information of the Company which they believe is false or misleading in any material
respect.

Should any Senior Financial Executive have reason to believe that the Company has reported or may be intending to report any false or misleading
financial information, he/she shall promptly advise the Chief Executive Officer of the Company. If having done so, such Senior Financial Executive
believes that appropriate action will not be taken to prevent such reporting, then the Senior Financial Executive shall report the matter to the Chairman
of the Audit Committee of the Tesoro Corporation Board of Directors (the "Board").

Prior Employment

Each Senior Financial Executive shall fully disclose to the Chairman of the Audit Committee of the Board any prior employment of such executive
with any accounting firm which the Company has engaged or proposes to engage, to perform auditing services.

Such Senior Financial Executive shall also fully disclose the scope of any work performed for the Company while employed by such accounting
firm, and the time period during which such work was performed.

Questionable Transactions

No Senior Financial Executive, shall, directly or indirectly, through any business entity in which he/she or any of such executive's family members
have an interest or otherwise, engage in any transaction with the Company which is required to be reported in, or requires the exercise of any judgment
as to whether it is required to be reported in, the financial records or statements of the Company.

The following are exceptions:

• Regular compensation, including bonuses, and employee benefits received in such executive's capacity as an executive and employee of the
Company.

Tesoro Corporation                                 Amended Date: April 7, 2011



• Transactions in goods and services routinely engaged in by the Company with its unaffiliated clients or customers on terms, subject to
customary employee discounts and benefits, generally offered to its unaffiliated clients and customers.

• Transactions with publicly held entities in which the executive has less than 1.0 percent equity interest and with respect to which transactions
such executive has no decision-making role on behalf of such entity.

• Transactions fully disclosed to and approved in advance by the Audit Committee of the Board.

Prompt Disclosure
 
Each Senior Financial Executive shall promptly disclose to the Company's independent auditors and to the Chairman of the Audit Committee of the
Board his/her knowledge of the following:

• All significant deficiencies in the design or operation of the Company's internal controls which could adversely affect the Company's ability
to record, process, summarize, and report financial data.

• Any material weakness in the Company's internal controls.

• Any fraud, whether or not material, that involves the Company's management or other employees who have a significant role in the
Company's internal controls.

The Senior Financial Executives shall ensure that each Report fully, accurately and timely discloses whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls in connection with such Report, including any corrective actions
with regard to significant deficiencies and material weakness.

Each Senior Financial Executive shall promptly report to the Chairman of the Audit Committee of the Board any violations of this Code.

Reporting Violations

In the event any Senior Financial Executive shall believe that the Company has engaged or is about to engage in any activity which violates any
foreign, federal, state, or local law, rule or regulations, such Senior Financial Executive shall promptly advise the Chief

Tesoro Corporation                                 Amended Date: April 7, 2011



Executive Officer, the Chief Financial Officer, or the General Counsel (Compliance Officer) in person or by telephone, letter, or electronic mail as
follows:

• By Letter:
Tesoro Corporation
19100 Ridgewood Parkway
San Antonio, Texas 78259

• By Telephone:
o Direct Telephone 210-626-6000
o Toll Free Telephone 866-876-2455
o Toll Free Hotline 877-782-3763

If this is uncomfortable or inappropriate, or if having done so, such Senior Financial Executive believes that appropriate action will not be taken to
address the violation or potential violation, then such Senior Financial Executive shall report the matter to the Chairman of the Audit Committee of the
Board.

The Company will not permit retaliation of any kind by or on behalf of the Company, as a result of a good faith report of an actual or suspected
violation of this Code or any standard of ethical and lawful conduct by a Senior Financial Executive. Retaliation is itself a violation of this Code. Any
such retaliation shall be reported using the reporting procedures outlined above.

Enforcement

If a Senior Financial Executive is found to be in violation of this Code, the Company shall take appropriate action up to and including discharge and,
if warranted, legal proceedings.

To the extent possible, investigations of allegations of violations of this Code will be maintained in confidence. The Company will inform only those
individuals who have a need to know of the report in order to conduct a full and fair investigation of the allegations that have been made.

The Compliance Officer may assist in the investigation and resolution of such alleged violation of this Code.

Tesoro Corporation                                 Amended Date: April 7, 2011



Amendment, Modification, Waiver and Intent

This Code may be amended, modified or waived by the Board of Directors and waivers may also be granted by the Governance Committee of the
Board subject to the disclosure and other provisions of the Securities Exchange Act of 1934, and the rules thereunder and the applicable rules of the
New York Stock Exchange.

This Code is intended as a directive for the efficient and professional performance of all Senior Financial Executives. Nothing herein contained shall
be construed to be a contract between Tesoro Corporation and the Senior Financial Executives. Additionally, this Code is not to be construed as
containing binding terms and conditions of employment. This employment relationship with the Company is at will and the Company retains the
absolute right to terminate any Senior Financial Executive, at any time, with or without cause.

The Company shall immediately disclose, by means of the filing of a Current Report on Form 8-K or by such other means as the Securities and
Exchange Commission may require, any amendments to or any waiver of this Code.

Tesoro Corporation                                 Amended Date: April 7, 2011



Exhibit 14.2

Code of Business Conduct

doing the right thing

Dear Fellow Employee:

At Tesoro, we are committed to the highest ethical standards in the conduct of the Company's business. The Company's commitment is
defined in our Core Values of:

• Honesty and Integrity
• Respect and Trust
• Safety and Environmental Stewardship
• Commitment to Excellence
• Creative and Entrepreneurial Spirit
• Teamwork

Our Core Values describe the characteristics and behaviors we expect from our employees and business partners as we pursue our
strategic goals. These values encourage a culture of integrity and accountability that allows us to be a high-performing organization, a
trusted and valued business partner, and a good corporate citizen.

Our Code of Business Conduct outlines what is expected of everyone who works and represents Tesoro. The Code describes the
common values that guide our workplace actions and reflects the business practices and behavior in support of this commitment. Every
employee, officer, and director is expected to read, understand, and follow these standards.

Employees are encouraged to contact the Business Conduct Office if they believe an action of Tesoro or its employees violates our Code
of Business Conduct. Thank you for your support and commitment.

/s/ GREGORY J. GOFF
Gregory J. Goff
President and Chief Executive Officer



The way WE WORK at Tesoro
We are pleased to present our Code of Business Conduct that summarizes the standards that govern how we conduct our business. This
Code, our Core Values, policies and procedures, and our work rules describe how we work at Tesoro.

We want Tesoro to succeed and how we conduct our business is important in defining our success. The ways in which we conduct
ourselves are just as important as the results that we achieve. This is why we have established a Code. This Code helps define our
commitment to legal and ethical business conduct.

Key Messages

Here are some of the most important things to remember:
• Respect the dignity of everyone.
• Listen openly to concerns and suggestions.
• Carefully obey the laws and follow the policies that govern how we conduct our business.
• Don't make tough decisions alone.
• Never compromise our Core Values or standards to meet financial plans or goals.

Our Core Values

Our Core Values guide our decisions and describe the type of company we are. Tesoro's Core Values are the foundation for assuring we
“do the right thing.”

• Honesty and Integrity
• Respect and Trust
• Safety and Environmental Stewardship
• Commitment to Excellence
• Creative and Entrepreneurial Spirit
• Teamwork
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Using this code
Our Code of Business Conduct

This Code is a common-sense guide that you can use to make good business decisions.

This Code applies to everyone at Tesoro including the Board of Directors and senior leadership. Each of us is expected to read,
understand, and follow our Code. Our CEO and Senior Financial Officers are also subject to the provisions of an additional separate code
that has been adopted to further highlight their particular duties and commitments.

The Code will help you
• Resolve difficult questions about conduct on the job;
• Apply the policies and laws that control and guide our business;
• Work with your fellow employees, customers, business partners, competitors, regulators, vendors, and suppliers;
• Identify and report suspected illegal or unethical behavior.

We expect our suppliers, vendors, contractors, and business partners to be familiar with our Code and support effective compliance
programs within their own organizations.

This Code is a living document and it will change over time. However, this Code is not an employment contract between you and
Tesoro.

In addition to this Code, Tesoro has policies and procedures that describe how to apply the law to our business operations. You are
expected to know and follow the policies that apply to your work. All of Tesoro's policies are available to our employees on our intranet
site. We offer on-line training about our Code and policies to help you understand these concepts. The content of our Code is governed
by Tesoro's policies. In the event that this Code is in conflict with Tesoro's policies, the policies will govern.

Our Code is managed through the Business Conduct Office. Charles S. Parrish is our Compliance Officer and Kelly Curll is our lead
attorney responsible for the day to day management of the Business Conduct Office.

Doing Business Around the World

Each of us must respect and obey the laws of the cities, states, and countries where we operate. However, complying with the law is not
our only responsibility. We should consider not only what the law permits us to do, but also what is the “right thing to do.” Our Code
reflects our commitment to obey not only the laws, but also to respect the principles upon which these laws are based.

The sheer complexity of laws and regulations can make it difficult to make a good decision. In some instances, there may be a conflict
between the laws of two or more countries. If you have a



question about the right course of action to take, contact our Legal Department. Just because the laws are complicated or hard to follow
does not mean that we are excused from complying.

Speaking Up to Get Answers

Most of us have faced a difficult situation where the right course of action was hard to determine.

Perhaps the facts were complex or there was a conflict between your personal interests and the interests of Tesoro, or you did not have
the information you needed to make an informed choice. When you understand our expectations for legal and ethical conduct, you can
handle most situations such as these and act with confidence. However, this Code will not give you an answer for every dilemma and so,
when you are unsure about the right course of action, get help.

When you see or hear something that you believe is improper, contact one of these resources. When you speak up, you help to prevent
misconduct and correct problems. You have several avenues to get help:

• Your supervisor or manager
• Human Resources
• Business Conduct Office
• Business Conduct Helpline at 1-877-782-3763
• Compliance Officer or General Counsel

Also remember that you can find additional information about the topics covered in this Code by consulting our policies, which can be
accessed on our intranet site.

Obeying the law - both its spirit and its letter - is the foundation on which our Code is
built.

What Our Business Conduct Office Offers

Our Business Conduct Office supports the Code of Business Conduct.

This Office offers many services:
• Developing clear guidelines about Tesoro's ethical and legal standards
• Providing education and training
• Responding to questions about business conduct
• Ensuring that our Code is current with our policies
• Managing the Business Conduct Helpline
• Enforcing our policy prohibiting retaliation
• Overseeing confidential internal investigations



• Monitoring and auditing to improve our compliance programs

Talking with Your Supervisor or Manager

Every supervisor and manager is expected to keep an “open door” and to provide timely advice on business conduct
concerns.

Though some situations may be uncomfortable, we encourage you to talk at any time with your supervisor or manager so that a good
solution can be reached for everyone. If you report unethical conduct or questionable accounting or auditing matters to your supervisor
or manager, they will promptly notify the Business Conduct Office for assistance in resolving the problem.

Talking with Human Resources

Many business issues involve human resources' policies and practices.

Contact Human Resources if your concern involves unfair employment practices, management practices, compensation, benefits,
transfers, or promotions. If you choose to report unethical conduct to Human Resources, they will promptly notify the Business
Conduct Office for assistance in resolving the problem. Remember: When in doubt, always ask.

Contacting the Business Conduct Office

Our Business Conduct Office is a company-wide resource where you can get help with business ethics and compliance. If you have a
question, want to express a concern, or report a possible violation of law or our policies, contact the Business Conduct Office by e-mail
at business.conduct@tsocorp.com. Often, this Office can provide you with immediate advice. You can also call the Business Conduct
Helpline at 1-877-782-3763.

Our Business Conduct Office reports directly to the Compliance Officer, Charles S. Parrish, who meets regularly with the Audit
Committee of the Board of Directors. If you have concerns or complaints regarding questionable accounting, auditing, internal controls,
or other financial matters, you are expected to report your concerns to the Business Conduct Office or the Business Conduct Helpline.

You may also contact our Audit Committee Chairman directly by writing to:

Chairman
The Audit Committee
19100 Ridgewood Parkway
San Antonio, Texas 78259

Our Business Conduct Office is a company-wide resource where you can get help with
business ethics and compliance.



Calling the Business Conduct Helpline

Each day you make choices that are critical to our success.

Our Business Conduct Helpline is an important way for you to report concerns. Our Helpline is available 24 hours a day, 7 days a week
and may be contacted directly at 1-877-782-3763. An independent third party will take your call, listen, and ask questions about your
concern. You will receive a unique number and date so that you may have a record of your call. A report of your call is promptly
forwarded to the Business Conduct Office for action.

All calls to the Business Conduct Helpline are confidential. Our goal is to handle issues fairly and consistently. We will make sure that
reports of improper conduct are thoroughly investigated. We will take appropriate action to resolve each reported matter.

When you contact us, you may remain anonymous, however in some cases this may make it more difficult for Tesoro to thoroughly
follow up and resolve your concern.

You should call the Business Conduct Helpline when
• You have a question about ethics, business conduct, or compliance;
• You want to report a suspected violation of the Code, the law, or a Tesoro policy;
• You have a concern or information regarding questionable accounting or auditing matters;
• You tried to raise a concern but did not receive a response;
• You are uncomfortable reporting an issue through other channels;
• You believe management may be involved or will not be impartial;
• You don't know where to go to get the information you need.

Prohibition Against Retaliation

It is Tesoro's obligation to protect you from retaliation.

When you step forward to report something you believe is unethical or illegal, we will investigate and address the problem. Individuals
who raise concerns in good faith or who help to resolve reported matters are protected against retaliation. Good faith does not mean that
you are always right. It does mean that you sincerely believe that you are telling the truth. Anyone who misuses this process will be
subject to disciplinary action.

Meeting Our Responsibilities

Meeting our responsibilities is critical to Tesoro's success today - and in the future.

Maintaining our reputation and doing the right thing is the responsibility of all of us. Tesoro is made up of thousands of individuals, each
with unique perspectives and aspirations. Though we



are all different, we share our Core Values and we must strive to maintain the highest ethical standards. In particular:
• Always obey the law and act in a professional, honest, and ethical manner when acting on behalf of or as a representative

of the company. Seek advice if in doubt about the legality of an action.
• Know the information contained in this Code and the related policies, paying particular attention to the policies that

pertain to your job responsibilities.
• Complete all required employee training in a timely manner.
• You MUST promptly report concerns about possible violations of law, regulations, or the Code to your supervisor,

Human Resources, or the Business Conduct Office.
• Cooperate and tell the whole truth when responding to an investigation or audit. Never alter or destroy records in

response to an investigation or when an investigation is anticipated.

If you are in a management position and have employees reporting to you, you also have the following responsibilities:
• Lead by example. Managers are expected to exemplify the highest standards of ethical business conduct.
• Help create a work environment that focuses on building teamwork and is supportive of a creative and entrepreneurial

spirit. Recognize effort and value honesty, integrity, and trust.
• Be a resource for others. Communicate to employees, consultants, and contract workers about how the Code and policies

apply to their daily work and what is required of them.
• Be proactive. Look for opportunities to discuss and properly address ethics questions and challenging situations with

others.
• Listen to suggestions. Never retaliate against those who raise issues or concerns.
• Never ask or pressure anyone to do something that you would be prohibited from doing yourself.
• Be aware of the limits of your authority and do not take any action that exceeds those limits. Delegate authority only

where permissible and never delegate authority to any individual who you believe may engage in unlawful or unethical
conduct.

Remember: No reason, including the desire to meet business goals, is an excuse for
violating laws, regulations, the Code, or Tesoro's Policies.



Conducting Investigations

We investigate reports about business conduct as promptly and confidentially as possible.

Our investigations are impartial, fair, and thorough. Who conducts an investigation depends on the issues involved. Sometimes the
Business Conduct Office, Legal Department, Internal Audit, Corporate Security, or Human Resources may participate. We may contact
those who are involved in the situation, and provide them an opportunity to explain what happened. We expect every employee to
cooperate with investigations into allegations that the Code, policies, or laws may have not been followed.

If we find that our standards have been violated, we will take action. This may include imposing disciplinary action, implementing
system-wide changes, or notifying the right government agency. Not only will we deal with a specific situation, but we may also make
changes so that the same issue does not occur again.

We cooperate fully with government investigations and are courteous to government officials. Notify the Legal Department
immediately if you learn about an investigation or request for information from an outside organization. Do not try to respond without
getting legal advice.

During an investigation, never destroy or alter documents, lie, or obstruct the collection of information. The Legal Department will
assist you in responding to requests for information from the government.

Disciplinary Action

Violations of the law, this Code, or our policies can have severe consequences.

Violations can jeopardize our relationships with customers and suppliers, and could result in the loss of our ability to do business. Anyone
who violates the law, this Code, or our policies is subject to disciplinary action up to and including termination.

Amendments and Waivers

In extremely limited circumstances, Tesoro may find it appropriate to waive a provision of the Code of Business Conduct; however, the
Company generally will not grant such waivers and will make exceptions only for good cause. Only the Compliance Officer or General
Counsel can waive a provision of our Code, however, any waiver of the Code for a director or executive officer of Tesoro may be made
only by the Board of Directors of Tesoro.  If required by law or regulation, we will report or disclose waivers as appropriate.

Making Tough Decisions

In our work, we face tough decisions and the answers may not be obvious. If you are having a difficult time making a decision, try
answering these questions:

• Have I reviewed the facts carefully?



• Who will be affected by my decision?
• Have I thought carefully about my options?
• What are the consequences of my choices?
• Will my decision stand the test of time?
• Will my decision reflect positively on Tesoro and on me?
• Is this the right thing to do?

If you are still not sure what to do, speak up. Keep asking questions until you are sure you are “doing the right thing.”

Working together

Respect and Fairness in the Workplace

In Brief

Our employees represent a wide variety of backgrounds, skills, and cultures. We value one another's unique contributions. Combining
such a wealth of talent and resources creates the diverse and dynamic teams that drive our success. To maintain our commitment and to
attract and keep talented individuals from around the world, it is vital that we continue to have a supportive, professional, and respectful
work environment.

Each of us is personally responsible for maintaining a work environment that is free from discrimination. Tesoro respects the rights of
others and offers equal employment opportunities to everyone who meets our qualifications.

Key Points

We are committed to fair practices in all aspects of employment. This includes recruiting, hiring, performance evaluation, training,
discipline, work assignment, compensation, promotion, and termination. We follow all applicable labor and employment laws. We do not
tolerate unlawful discrimination of any kind.

Each of us has the right to be treated respectfully, without regard to race, color, religion, gender, national origin, age, disability,
citizenship, status as a veteran, or sexual orientation. Tesoro will make every reasonable effort to accommodate employees' religious
observances. Tesoro will also make reasonable accommodations for qualified individuals who are disabled. No employee will be subject to
retaliation for reporting an incident that they believe, in good faith, violates this policy.



In Action

• Each of us is responsible for promoting a courteous, respectful, and professional work environment.
• Treat everyone with whom you work fairly and reasonably.
• Review your decisions to ensure that merit drives your actions - not bias.
• If you need a workplace accommodation, discuss your needs with your supervisor and Human Resources.
• Speak up if you feel that you have been discriminated against or if you witness discrimination against others.

Harassment

In Brief

Harassment is behavior that unreasonably disrupts another person in his or her work because of that person's race, color, religion, gender,
national origin, age, disability, citizenship, status as a veteran, or sexual orientation. Each of us has the right to be free from improper or
offensive conduct at work. Unwelcome or insulting words or actions that create an offensive workplace do not belong at Tesoro.

Exercise good judgment in your relationships with co-workers. Each of us wants to be valued for who we are and what we can
contribute. Each of us wants to work where we are respected and appreciated.

Key Points

Sexual harassment can occur under many different circumstances. In general, it occurs when
• Requests for dates, sexual favors, or other similar conduct of a sexual nature serve as the basis for employment

decisions;
• An intimidating, offensive, or hostile work environment results from sexual advances, offensive jokes, or other

insulting behavior;
• Sexually suggestive, vulgar, or derogatory pictures, cartoons, drawings, or e-mails are present in the workplace.

In Action

• Never threaten to get even with someone who refuses a request for a date.
• Be careful about flirting or starting a workplace romance. Once someone says “no,” refrain from any further advances.
• Be careful not to use offensive or sexually explicit language in the workplace or e-mails.



• Know your audience before telling a joke. What is funny to you may be offensive to someone else. Make sure your
comments are appropriate for your audience.

Workplace Violence

In Brief

We provide a safe workplace for everyone. We will not tolerate workplace violence or threats of any kind - whether committed by or
against our employees.

We prohibit having weapons on our property, in company vehicles, or wherever we conduct business. We act promptly to investigate and
reduce threats of workplace violence. We reserve the right to search personal property to enforce our standards.

Key Points

The following behaviors are prohibited:
• Making threatening remarks
• Causing physical injury to someone else
• Intentionally damaging someone else's property, or acting aggressively in a way that causes someone to fear injury
• Spoken or written words, as well as actions, are included in our definition of threatening behavior

In Action

To maintain the safety of our workplace, you have the following responsibilities:
• Treat everyone with respect and dignity at all times.
• Report all threatening behavior to your supervisor, Human Resources, Corporate Security, or the Business Conduct

Helpline.

Drug and Alcohol Abuse

In Brief

We expect our workplace to be free from the effects of drug use and alcohol abuse. Illegal drug and alcohol use threatens our ability to
serve our customers and compromises the safety and quality of our products and services.

Key Points

We expect your full concentration while on the job. You must be able to perform your job, free from the effects of prohibited drugs or
alcohol. Our workplaces have specific procedures on drug and alcohol abuse in order to meet government requirements or collective
bargaining agreements. You are expected to know and comply with these rules.



While on the job, on company property, or in company vehicles, you may not
• Abuse alcohol or report to work unfit for duty;
• Use, sell, or possess illegal drugs, controlled substances, or prescription drugs contrary to your doctor's orders.

Tesoro reserves the right to test employees for drug use or alcohol abuse. We may choose to test an employee for drug use or alcohol
abuse randomly, after an accident, or for cause.

In Action

To maintain the safety of our workplace, you have the following responsibilities:
• Do not abuse drugs or alcohol when representing Tesoro or while working at any company location.
• Remember that you represent Tesoro when you attend business-related meetings or social gatherings. While attending,

act responsibly.

Confidentiality and Privacy

In Brief

You may come across confidential information about our company, employees, customers, or suppliers. It is critical that you keep all
sensitive information in confidence. You should share confidential information only with those who have a legitimate need to know.

Key Points

Employee Information

Employee information is confidential and should only be used for valid business purposes and in compliance with applicable federal and
state laws. This includes personnel file information, medical records, social security numbers, home addresses, and telephone numbers.
We reserve the right to inspect Tesoro property and personal property that you bring to work, including computers, telephone records,
vehicles, lockers, e-mail, files, business documents, and workplaces. You should not expect privacy when using company property or
assets.

Company Information

You may have access to Tesoro's confidential or proprietary information that must be protected from disclosure. Examples include:
• Business strategies and plans
• Projected earnings
• Forecasts about our financial condition
• Operating methods and procedures



• Marketing strategies
• Possible acquisitions
• Information about current or prospective business partners
• Customer data

In Action
• Respect employee and our customers' private information.
• Don't discuss confidential information where others can overhear.
• Never use confidential company information for personal gain.
• Never disclose confidential information of any kind without first obtaining the proper approvals from your supervisor or

the Legal Department.

Maintaining strong and fair business relations

General Procurement

In Brief

We use vendors, suppliers, and contractors who best meet our needs. Our vendors, suppliers, and contractors sell us goods and services
that are essential to our business. We protect from disclosure their confidential and proprietary data. We don't reveal pricing or other
confidential information to those who are competing for our business.

Key Points

We purchase from qualified suppliers whose bids are the most responsive to our needs. Selection decisions are based on objective
information such as price, past performance, business reputation, engineering skill, production capacity, and financial stability.

We select vendors with care because their actions impact our reputation. Former employees who represent a vendor should be screened
carefully to prevent misuse of company information, creation of an unfair advantage, or the appearance of a conflict of interest.

If you have become a personal friend of a vendor over time, disclose this relationship before participating in the selection process. We can
help you evaluate the situation and avoid conflicts of interest.

You cannot afford to let your good business judgment be clouded by a gift provided by a vendor. Discounts or special offers must be
offered to all Tesoro employees through a regular discount or buying program. If a vendor offers you any item of appreciation, talk it
over with your manager before you accept.



In Action
• Make sure that our vendors, suppliers, and contractors understand our expectations and their obligations to perform.
• We treat our suppliers, vendors, and contractors ethically at all times.

Antitrust, Sales Practices, and Fair Dealing

In Brief

We deal fairly with our customers, suppliers, competitors, and employees. They trust us because we deliver on our promises. We are
committed to fair and competitive sales practices. We do not engage in practices that unfairly limit trade or exclude competitors from the
marketplace. Antitrust laws prohibit agreements that eliminate or discourage competition. We follow these laws carefully.

Key Points

Healthy business competition is the basis for our system of free markets. We think our products and services speak for themselves.
That's why we compete vigorously, ethically, and legally.

We will not communicate formally or informally with competitors to fix or control prices, allocate market share, boycott customers or
suppliers, or limit the sale of our products. We will not take unfair advantage of anyone through manipulation, misrepresentation, or any
other type of unfair dealing.

Properly gathered business information is valuable. We gather information about our competitors only from public sources that are
freely available to others.

In Action
• Avoid even casual conversations with our competitors regarding prices, products, markets, or services and never agree

with competitors on any of these topics.
• Aggressive competition is not an excuse for intentionally making false or misleading statements about our business or

competitors.
• Never require a customer to take an unwanted product in order to obtain a product that the customer does want to buy.
• If people are discussing topics you think raise antitrust concerns, you should excuse yourself from the conversation and

leave the room. Then, immediately contact the Legal Department for advice.
• Never commit an illegal or unethical act in order to obtain competitive information or to obtain or abuse market share.
• Do not set prices below cost to drive a competitor out of the marketplace.



• Do not charge customers that compete with each other different prices for the same product without first checking with
the Legal Department, Compliance Officer, or General Counsel.

• Be sure to read our antitrust policy and its referenced materials and attend required training on antitrust laws. Antitrust
laws are very complex. If you have questions, don't hesitate to contact the Legal Department.

Conflicts of Interest

In Brief

A conflict of interest occurs when your private interests interfere - or appear to interfere - with the best interests of Tesoro. A conflict
of interest may also arise when your personal interests adversely impact your business judgment or job performance. We avoid conflicts
of interest because they can cause serious problems for you and damage our reputation. We need to avoid even the appearance of a
conflict of interest.

You should base business decisions on our company's needs rather than your own personal interests or the interests of your friends or
family. Unless approved by our Compliance Officer or General Counsel, you should not pursue business with companies in which you,
or members of your immediate family 1 have a substantial financial interest 2.            

In addition, neither you nor your immediate family should own a substantial financial interest in any organization doing business or
competing with our company, unless approved by our Compliance Officer or General Counsel.

If you have any doubt about whether a conflict of interest exists, follow these three steps:
• Recognize that there may be a conflict of interest.
• Disclose and explain the situation to your supervisor, the Legal Department, or the Business Conduct Office.
• Get advice and, when called for, remove yourself from all decision- making about the situation.

_______________________

1 Your immediate family includes your spouse, children, stepchildren, parents, stepparents, brothers, sisters, grandparents, in-laws, and
any other person living in your same household.

2 A substantial financial interest is one percent of any class of the outstanding securities of a firm or corporation, or interest in a
partnership, limited liability company or association. A substantial financial interest can also be five percent of your total direct
and beneficial assets or income.



Key Points

Personal Business Relationships

You must disclose to the Compliance Officer or General Counsel significant financial interests you have or your immediate family has
in our suppliers, customers, or competitors. Executive officers must disclose their financial interests to the Compliance Officer or
General Counsel and the Chairman of the Board of Directors.

Organizational Relationships

A conflict of interest may also arise if outside work (including sitting on for-profit and not for-profit boards) interferes with your ability
to fulfill your responsibilities to Tesoro, or if there is a risk that the outside employment may cause you to disclose our confidential or
proprietary information or trade secrets. Each of us is expected to use good judgment and avoid situations that can lead to even the
appearance of a conflict.

If you or your immediate family serves as an officer, consultant, or board member of any company that transacts business with Tesoro,
you must disclose these obligations to the Compliance Officer or General Counsel and get approval. When you disclose your
organizational relationships, we can determine whether you are in a position to unduly influence either the decisions of the outside
organization or Tesoro. We can provide advice on how to resolve the situation fairly.

Business Opportunities

Business opportunities are company assets. Tesoro will grow and prosper by cultivating customers and pursuing new leads. Do not take
personal advantage of business opportunities you discover using Tesoro's resources. Tesoro employees should not compete against
Tesoro. Each of us should advance Tesoro's legitimate interests whenever we can.

In Action
• Talk with your supervisor or the Business Conduct Office about any situation that raises a real or possible conflict of

interest.
• Use company resources, assets, and opportunities only for Tesoro's business purposes.
• Disclosure and getting advice are the best steps you can take to avoid even the appearance of a conflict of interest.

Be careful that your personal business relationships never influence the decisions you
make for Tesoro.



Gifts, Hospitality, and Entertainment

In Brief

A gift can be anything of value, including goods, services, favors, meals, trips, hospitality, and sports or entertainment tickets. Gift
giving can be a part of conducting business. However, giving and accepting gifts may - or may appear to - compromise your independence
and objectivity. This perception can damage your good name and our standing in the business community.

We follow three primary rules when it comes to giving or receiving gifts:
• A gift, favor, or entertainment should not be given or accepted if it will obligate or appear to obligate Tesoro or you.
• No gift should be exchanged if it could jeopardize our image or reputation.
• Any gift, hospitality or entertainment involving a foreign government official should be discussed with the Legal

Department prior to the presentation of such gift, hospitality, or entertainment.

You should review Tesoro's gifts policy, and comply with our policy limits on the value of gifts offered or received. This policy
establishes approval requirements for gifts of any kind.

Key Points

Giving Gifts

We compete solely on the merits of our products and services. You should not give any gift if, under the circumstances, this raises
questions about its propriety. We may provide gifts, meals, and entertainment of reasonable value in the course of doing business with
commercial customers or non-government personnel, provided this practice does not conflict with our standards or the standards of the
recipient's organization. Gifts of modest value can be given, for instance, to acknowledge good service, to motivate performance, or to
promote Tesoro's products and services.

Gifts may be given if
• There is a sound business purpose;
• They support our corporate strategy;
• They are authorized by your supervisor;
• They are within approved budgets and policy limits.

Receiving Gifts

Ask yourself if a gift that you are offered looks like an attempt to sway your judgment. You should not accept a gift from someone doing
- or wanting to do - business with Tesoro, if this is an attempt to improperly influence your decisions. Generally, you may receive
infrequent gifts



of modest value. You can also accept promotional items, such as pens, note pads, or coffee mugs.

Government Relationships

Most government agencies do not allow their employees to accept even nominal gifts. Avoid giving any type of gift to federal, state, or
local government employees or employees of foreign government-owned entities. The US Foreign Corrupt Practices Act (FCPA)
prohibits giving anything of value, directly or indirectly, to foreign government officials and employees or foreign political candidates in
order to obtain or retain business. For further information concerning the FCPA, please refer to the Bribery and Anti-Corruption section
of the Code.

In Action
• If you have any questions about giving or receiving gifts, contact the Business Conduct Office, Compliance Officer or

General Counsel for advice.
• Ensure that meals and entertainment have valid business purposes.
• It is never acceptable to give or receive a gift of cash.
• Make sure the vendors and suppliers with whom you do business are familiar with our rules on gifts, hospitality, and

entertainment.

Insider Information

In Brief

You may learn of material inside information about our company or other companies with which we do business. It is illegal for you to
buy or sell securities of any company while possessing material, non-public inside information about that company or to pass that
information on to someone else who then buys or sells securities of that company. This is called insider trading.

Key Points

Material inside information is non-public information that is significant enough to affect the value of a company's stock or to influence
someone to buy or sell stock. Examples of material inside information include significant contracts, financial forecasts or earnings
estimates, major management changes, proposed mergers or acquisitions, major litigation, or securities offerings. All non-public
information about Tesoro should be considered confidential. Public information is the kind of information that is generally available in a
press release, a major newspaper, or an SEC filing.

In Action
• Do not buy or sell securities of Tesoro or any other company based on material non-public information.
• Do not pass inside information to someone who has no need to know.



• Keep in confidence any material inside information you learn about Tesoro or any other company.
• Never buy, sell, or trade in options, puts, calls, or similar types of speculative instruments or take short positions in

Tesoro's securities.
• Get legal advice if you are not certain whether it is OK to buy securities or sell securities that you own.

Ask yourself if a gift that you are offered looks like an attempt to sway your judgment.

Protecting our assets and resources

Business Records and Internal Controls

In Brief

Our reputation for honest dealing is one of our most valuable assets. By observing the law, we build our reputation as an honest business
partner.

We maintain accurate and complete records of all financial and business transactions. These records provide the basis upon which our
financial statements and other business information are compiled and disclosed. You must never record or omit information that
intentionally hides or alters the truth.

You are responsible for following our system of internal controls. Each of us must record transactions accurately and completely and
follow all accounting policies and procedures. No false or misleading entries should ever be made in our books and records.

Key Points

Generally Accepted Accounting Principles

We keep all financial records in accordance with generally accepted accounting principles. Our system of financial controls, checks, and
balances helps ensure that we properly account for revenues, expenses, assets, and liabilities.

Records Management

We have a records management system that determines what records we need to keep and for how long. It is your responsibility to know
and follow the specific rules for the business records in your area.



Records Requests

If you receive a request for records from someone outside of Tesoro, contact the Legal Department. They will provide instructions on
how to respond. Never destroy records that are related to ongoing litigation or an official investigation.

In Action
• Our books and records should be accurate and our disclosures transparent.
• Prepare all records including expense reports, time reports, and financial statements - accurately, honestly, and promptly.
• Bring to the attention of the Business Conduct Office, Compliance Officer, General Counsel, or Chairman of the Audit

Committee any irregularity or inconsistency in our records or books.
• Never write anything in an electronic format that you would not feel comfortable reading in a formal written memo.

Fraud

In Brief

Fraud can range from minor employee theft to significant misstatement of our earnings and holdings. Material financial fraud can have
an adverse effect on our reputation and share price. Fraud is often accompanied by collusion and stealth.

Key Points

It is wrong to
• Inaccurately record time for reporting purposes;
• Falsify quality, environmental, or safety reports;
• Process or submit false or inaccurate invoices;
• Record false sales or expense reports;
• Understate or overstate known liabilities and assets;
• Defer or accelerate recording of transactions in incorrect periods;
• Alter, remove, or destroy company documents except in accordance with our records management policy;
• Use company property for personal gain or benefit.



Company Property and Technology

In Brief

You are entrusted with company property in order to do your job. Each of us is responsible for safeguarding Tesoro's property and assets
which include: funds, records, tools, vehicles, equipment, supplies, and facilities. We are responsible for using company property and
technology efficiently.

Key Points

All of our property and assets, including our technology and communications systems, should be used for legitimate business purposes.
Tesoro has the right to monitor and review the information contained in these systems. Within reasonable limits, you may use company
telephones or other resources such as e-mail, instant messaging, Internet, voice mail, faxes, and computers for limited personal
communication.

You are encouraged to use the Internet to help you do your job. However, the Internet - just like the telephone and other company
property - should not be used to support a personal business or political venture, nor should its use interfere with your work
responsibilities.

We protect our computer systems from unauthorized access by outsiders. This is one way to safeguard our confidential and proprietary
information.

In Action
• Preserve our property and assets; take care to prevent theft, loss, or damage to our property.
• Software programs may not be copied for other kinds of business or home use, or shared with others.
• You should not expect privacy when using Tesoro's equipment or technology.
• Do not plug in personal computing devices to the Tesoro network.
• Safeguard your passwords and follow all directions about computer security.
• Protect information from improper alteration.
• Use only properly licensed software. Follow the terms of our licenses.

The following content is never acceptable to be sent or received on our communications resources:
• Sexually explicit messages, cartoons, images, or jokes
• Profanity or obscenity
• Intimidating, offensive, or hostile material based on sex, age, race, religion, national origin, disability, sexual orientation,

or other protected legal status
• Personal opinions masquerading as company opinions or commitments



Intellectual Property

In Brief

Our intellectual property is extremely valuable. It includes trademarks, copyrights, patents, trade secrets, technical and business
knowledge, know how, and experience.

Each of us is responsible for protecting Tesoro's intellectual property and reporting infringements. We do not disclose business ideas,
projects, or plans to anyone who does not have a legitimate need to know. Any invention or improvement conceived or discovered during
the course of your employment belongs to Tesoro, and must be disclosed to the Legal Department.

Key Points

Intellectual property covers a wide range of information and knowledge. It is valuable, in part because it includes facts, data, and
knowledge that have not been disclosed to the public.

Here are some examples of our intellectual property:
• Market research data and results
• Engineering processes and techniques
• Technical drawings and plans
• Customer and supplier lists
• Business analysis
• Marketing strategies
• Pricing records
• Plant layouts, engineering designs, and blue prints

Other companies also protect their confidential and proprietary information. We respect their rights. We do not tolerate the unauthorized
copying or disclosure of another's intellectual property. You may use other people's information only if you have received their written
consent or if the information is publicly available without restriction.

In Action
• Speak to the Legal Department if you have questions about an invention or discovery.
• Follow our copyright licensing agreements.
• Generally, you can make a reasonable number of photocopies of selected copyrighted materials for internal use.



Media and External Contacts

In Brief

We receive questions daily from external contacts about our business. The Corporate Communications Department or designated media
spokesperson is responsible for handling calls from the media and the investment community. They determine whether and when
interviews are appropriate. Channeling all calls through the Corporate Communications Department ensures that we convey a consistent
message. They control how information is released to the public so that this is done correctly.

Be especially careful when writing communications that might be published. This includes postings to the Internet. If you participate in
on-line forums, blogs, news groups, chat rooms, or bulletin boards, never give the impression that you are speaking on behalf of Tesoro
unless you are authorized to do so. Think before you hit the 'send' button.

We are very careful not to release material, non-public information. This includes information about earnings, our securities, pending
mergers or other transactions, changes in management, new products, and discoveries.

In Action
• Assume that all discussions with a member of the media are “on the record.”
• Don't try to answer a media question yourself, even if you think you know the answer.
• All information about Tesoro and its projects, including those involving other companies, must be reviewed prior to

release.
• If you talk to the media about your outside interests, make it clear that any opinion you give is your own, and not that of

Tesoro.

Being a responsible corporate citizen

Environment, Health, and Safety

In Brief

Our goal is to protect our environment from harm and we actively seek opportunities to improve the quality of life in our communities.
We recognize the need to conduct business in a way that protects and improves the state of the environment for future generations. Each
of us is responsible for minimizing adverse environmental impact, reducing waste and emissions, and promoting conservation.

We believe that all accidents and workplace illnesses can be prevented. Accident prevention is good business. We expect everyone to
work safely and think safety. We expect supervisors and



managers to prevent accidents. We never compromise safety. Our safety standards are posted in all company locations and facilities as
reminders of our fundamental commitments.

Key Points

All our facilities must operate with the necessary permits, approvals, and controls that protect the environment. We take special care to
ensure that we do not discharge hazardous substances beyond those allowed in our permits and approvals and we strive to reduce all
emissions from our facilities. Each of us is responsible for reporting safety hazards, accidents, and incidents - no matter how minor. We
act promptly to investigate situations that create workplace hazards. We take immediate corrective action to eliminate unsafe practices
and prevent injuries.

You are on the front line to ensure that our operations are conducted safely. If you identify a condition that warrants investigation, be
prepared to provide details such as the following:

• The nature of the problem
• The location of the problem
• When the problem occurred (date and time)
• Name and quantity of materials involved, to the extent known
• The extent of injuries, if known, and any additional information you may have - particularly eyewitness information,

documents, or photographs

In Action

You have the following responsibilities:
• Follow all safety policies and procedures carefully.
• Use protective equipment and personal gear that is appropriate for the task at hand.
• Operate vehicles and marine vessels properly.
• Always be prepared for fire protection.
• Become familiar with the laws, regulations, policies, and procedures that apply to your own job duties.
• Properly and safely dispose of hazardous materials.

Political Contributions

In Brief

We comply with all laws regulating our company's participation in political affairs, including contributions of money, time, or resources
to political parties, candidate committees, or individual candidates. All political contributions made by Tesoro will be made only in
compliance with applicable state and federal laws and in accordance with company policies.



Key Points

Tesoro supports state and federal Political Action Committees (PACs). All political contributions, whether through the use of a Tesoro
PAC or through corporate funds, must be approved in advance by the Government Relations Department. In addition, before making any
political contribution or participating in campaign activities you should consult the Legal Department to review specific requirements that
may apply in your local area.

Tesoro encourages employees to be informed voters and to become involved in the political process. Your participation is entirely
voluntary. If you choose to contribute or participate, your contributions must be on a personal basis, using your own time and funds.
Tesoro will not reimburse you for any contribution of money donated or time spent by you on that activity.

In Action
• Do not use company work time, money, or resources to promote a political campaign or candidate.
• Never loan or use company property for political purposes that are not authorized in advance by Tesoro.
• Be careful to avoid giving the impression that you are speaking on behalf of Tesoro when you participate as a citizen in the

political process.

Bribery and Anti-Corruption

In Brief

We believe customers should choose our products and services because of their intrinsic value, not because they received something
extra from us. You must never offer anything of value to obtain an improper advantage when conducting Tesoro's business.

We prohibit kickbacks, bribes, and payoffs. This includes the giving or accepting of money, fees, gifts, favors, or anything of value
provided directly or indirectly in return for more favorable treatment.

Key Points

It is just as wrong to offer a kickback as it is to accept a bribe. Never accept anything from a vendor or supplier in exchange for favorably
considering their product. Remember, your good judgment is not for sale.

All countries prohibit bribery of their public officials. Generally, these laws prohibit giving anything of value to government officials or
their family members for the purpose of obtaining or retaining business. At Tesoro, our policy extends beyond these laws. You may not
make an unauthorized payment, concession, or bribe to government officials or employees or to private parties engaged in a commercial
transaction.



In limited circumstances in some countries outside of the United States, you may need to pay a government official to obtain a benefit to
which Tesoro is entitled under local law. These facilitating payments must be modest in amount and necessary to achieve a valid business
purpose. Never make a facilitating payment without first consulting the Legal Department. If you must make a facilitating payment, be
sure to record and account for it properly.

Inappropriate or questionable payments made through an intermediary (i.e. third-party agent, representative, or vendor) are just as
unacceptable as those that are made directly.

In Action
• Don't make payments or give gifts that are intended to increase the volume of business that customers do with Tesoro.
• Never hide a payment or falsify business records.
• Money must never be offered as a gift.
• Never establish any secret, “off the books,” or unrecorded funds, assets, or transactions.
• Intermediaries who represent Tesoro outside of the United States must comply with our Code of Business Conduct.
• Please review Tesoro's policy on anti-corruption and procedures before hiring any intermediaries.

It is just as wrong to offer a kickback as it is to accept a bribe.

International Trade

In Brief

Many laws govern the conduct of trade across borders. These include laws that are designed to ensure that transactions are not being
used for money laundering or to support terrorism. Other laws prohibit companies from cooperating with unsanctioned boycotts, and
there are complex laws that regulate exports. We are committed to complying with all such laws that are applicable in the countries in
which we operate.

In Action
• Maintain required import, export, and customs records at each Tesoro business location.
• Seek guidance from the Legal Department when necessary to ensure that shipments of information or products across

borders comply with laws governing imports and exports.
• To help prevent and detect money laundering and terrorist financing, watch for any suspicious payments, which may

include cash or the equivalent (when checks are the norm); payments made from personal accounts instead of business
accounts;



and funds from financial institutions or third parties without a logical relationship to the customer or business partner.
• Get legal advice if you have a concern about these or other international trade issues.

Index of contact information

Business Conduct Helpline

You may choose to remain anonymous when contacting the Business Conduct Helpline.

Call Toll-Free:

From the United States, U.S. Territories and Canada:

877-782-3763

From Singapore:

Dial 8000-177-177. If you hear a recorded greeting, dial 05 and then 877-782-3763; If you are connected to an
overseas operator, provide operator with 877-782-3763. You will then be connected to the Business Conduct Helpline operator
who will take your call.

or

Make a Report in Outlook:

Go to business.conduct@tsocorp.com

Please note, the policies and procedures referenced in this Code are available on our Intranet site or by contacting HR Link at 866-688-
5465 or hrlink@tsocorp.com.

Legal Department:

Tesoro Corporation
19100 Ridgewood Parkway
San Antonio, Texas 78259
Attn: Legal Department
210-626-6000 or 866-876-2455

Business Conduct Office:
Tesoro Corporation
19100 Ridgewood Parkway
San Antonio, Texas 78259
c/o Compliance Officer or General Counsel
Email: business.conduct@tsocorp.com



Audit Committee:
Chairman
The Audit Committee
19100 Ridgewood Parkway
San Antonio, Texas 78259

Investor Relations Department:

Email: irelations@tsocorp.com

Corporate Communications Department:
Email: satcc@tsocorp.com



Exhibit 21.1

SUBSIDIARIES OF
TESORO LOGISTICS LP

Subsidiary    Jurisdiction of Organization
Tesoro High Plains Pipeline Company LLC    Delaware
Tesoro Logistics Operations LLC    Delaware



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 333-173807) pertaining to the Tesoro Logistics LP 2011 Long-Term
Incentive Plan of our report dated February 29, 2012, with respect to the consolidated financial statements of Tesoro Logistics LP included in this Annual
Report (Form 10-K) for the year ended December 31, 2011.

/s/ ERNST & YOUNG LLP

San Antonio, Texas

February 29, 2012



Exhibit 31.1
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Gregory J. Goff, certify that:

1. I have reviewed this annual report on Form 10-K of Tesoro Logistics LP;

2. Based on my knowledge, this annual 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 annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual 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 annual report;

4. The registrant’s other certifying officer 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)) 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 annual report is being prepared;

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

(c) Disclosed in this annual 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 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 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: February 29, 2012 /s/ GREGORY J. GOFF  
  Gregory J. Goff 
  Chief Executive Officer of Tesoro Logistics GP, LLC
  (the general partner of Tesoro Logistics LP)



Exhibit 31.2
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, G. Scott Spendlove, certify that:

1. I have reviewed this annual report on Form 10-K of Tesoro Logistics LP;

2. Based on my knowledge, this annual 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 annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual 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 annual report;

4. The registrant’s other certifying officer 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)) 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 annual report is being prepared;

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

(c) Disclosed in this annual 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 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 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: February 29, 2012 /s/ G. SCOTT SPENDLOVE
  G. Scott Spendlove

  
Chief Financial Officer of Tesoro Logistics GP, LLC

  (the general partner of Tesoro Logistics LP)



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 Annual Report of Tesoro Logistics LP (the "Partnership") on Form 10-K for the period ended December 31, 2011 as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), I, Gregory J. Goff, Chief Executive Officer of Tesoro Logistics GP, LLC, the general
partner of the Partnership, 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 Partnership.

/s/ GREGORY J. GOFF
Gregory J. Goff
Chief Executive Officer of Tesoro Logistics GP, LLC
(the general partner of Tesoro Logistics LP)
February 29, 2012

A signed original of this written statement required by Section 906 has been provided to the Partnership and will be retained by the Partnership and furnished
to the Securities and Exchange Commission or its staff upon request.



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 Annual Report of Tesoro Logistics LP (the "Partnership") on Form 10-K for the period ended December 31, 2011 as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), I, G. Scott Spendlove, Chief Financial Officer of Tesoro Logistics GP, LLC, the
general partner of the Partnership, 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 Partnership.

/s/ G. SCOTT SPENDLOVE
G. Scott Spendlove
Chief Financial Officer of Tesoro Logistics GP, LLC
(the general partner of Tesoro Logistics LP)
February 29, 2012

A signed original of this written statement required by Section 906 has been provided to the Partnership and will be retained by the Partnership and furnished
to the Securities and Exchange Commission or its staff upon request.
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