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UBS AG Trigger Phoenix Autocallable Optimization Securities

UBS AG $  Securities Linked to the common stock of Electronic Arts Inc. due on or about April 29, 2021

Indicative Terms

Issuer UBS AG, London Branch

Principal Amount
$10.00 per security. The Securities are offered at a minimum investment of 100 Securities at
$10.00 per Security (representing a $1,000 investment) and integral multiples of $10.00 in
excess thereof.

Term Approximately 24 months, unless called earlier.
Underlying Asset The common stock of Electronic Arts Inc.
Contingent Coupon If the closing price of the underlying asset is equal to or greater than the coupon barrier on

any observation date, UBS will pay you the contingent coupon applicable to such
observation date.

If the closing price of the underlying asset is less than the coupon barrier on any observation
date, the contingent coupon applicable to such observation date will not be payable and
UBS will not make any payment to you on the relevant coupon payment date.

The contingent coupon will be a fixed amount based upon equal quarterly installments at the
per annum contingent coupon rate. Contingent coupons are not guaranteed and UBS will not
pay you the contingent coupon for any observation date on which the closing price of the
underlying asset is less than the coupon barrier. The table below sets forth each observation
date and a hypothetical contingent coupon for the Securities. The table below assumes a
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contingent coupon rate of 6.83% per annum. The actual contingent coupon rate will be set at
the time the trade is placed on the trade date. Amounts in the table below may have been
rounded for ease of analysis.

Observation Date* Contingent Coupon (per security)
26-Jul-2019 $0.1708

28-Oct-2019 $0.1708

27-Jan-2020 $0.1708

27-Apr-2020 $0.1708

27-Jul-2020 $0.1708

26-Oct-2020 $0.1708

26-Jan-2021 $0.1708

26-Apr-2021 $0.1708

*Observation dates are subject to the market disruption event provisions set forth in the
accompanying product supplement.

Contingent Coupon
Rate

6.83% to 7.07% per annum (or approximately 1.708% to 1.768% per outstanding quarter). The
actual contingent coupon rate will be set at the time the trade is placed on the trade date.

Automatic Call
Feature

The Securities will be called automatically if the closing price of the underlying asset on any
observation date is equal to or greater than the initial price. If the Securities are called on any
observation date, UBS will pay you on the corresponding coupon payment date a cash payment
per Security equal to your principal amount plus the contingent coupon otherwise due on such
date pursuant to the contingent coupon feature. No further amounts will be owed to you under
the Securities.

Payment at Maturity
(per Security)

If the Securities are not called and the final price is equal to or greater than the trigger price and
coupon barrier, UBS will pay you a cash payment per Security on the maturity date equal to
your principal plus the contingent coupon otherwise due on the maturity date.

If the Securities are not called and the final price is less than the trigger price, UBS will pay you
a cash payment on the maturity date of significantly less than the principal amount, if anything,
resulting in a loss of principal that is proportionate to the decline of the underlying asset, for an
amount equal to $10 + ($10 x underlying return).

Underlying Return
Final Price – Initial Price

Initial Price
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Closing Price
On any trading day, the last reported sale price (or, in the case of NASDAQ, the official closing
price) of the underlying asset during the principal trading session on the principal national
securities exchange on which it is listed for trading, as determined by the calculation agent.

Initial Price
The closing price of the underlying asset on the trade date, as determined by the calculation
agent and as may be adjusted in the case of certain corporate events, as described in the
accompanying product supplement.

Trigger Price/Coupon
Barrier

Both 60.00% of the initial price of the underlying asset, as determined by the calculation
agent and as may be adjusted in the case of certain corporate events, as described in the
accompanying product supplement.

Final Price
The closing price of the underlying asset on the final valuation date, as determined by the
calculation agent and subject to adjustments in the case of certain corporate events, as
described in the accompanying product supplement.

Trade Date April 26, 2019
Settlement Date April 30, 2019

Final Valuation Date April 26, 2021. The final valuation date may be subject to postponement in the event of a
market disruption event, as described in the accompanying product supplement.

Maturity Date April 29, 2021. The maturity date may be subject to postponement in the event of a market
disruption event, as described in the accompanying product supplement.

Coupon Payment Dates Three business days following each observation date, except the coupon payment date for
the final valuation date will be the maturity date.

CUSIP [ ]
ISIN [ ]
Valoren [ ]
The estimated initial value based on an issuance size of approximately $100,000 of the Securities as of the trade date
is expected to be between 94.34% and 96.84% of the issue price to the public for Securities linked to the underlying
asset. The range of the estimated initial value of the Securities was determined on the date of this preliminary terms
supplement by reference to UBS’ internal pricing models, inclusive of the internal funding rate. For more information
about secondary market offers and the estimated initial value of the Securities, see “Key Risks - Fair value
considerations” and “Key Risks - Limited or no secondary market and secondary market price considerations” in this
preliminary terms supplement.

Notice to investors: the Securities are significantly riskier than conventional debt instruments. The issuer is not
necessarily obligated to repay the full principal amount of the Securities at maturity, and the Securities may
have the same downside market risk as the underlying asset. This market risk is in addition to the credit risk
inherent in purchasing a debt obligation of UBS. You should not purchase the Securities if you do not
understand or are not comfortable with the significant risks involved in investing in the Securities.

You should carefully consider the risks described under “Key Risks” in this preliminary terms supplement,
under "Key Risks" beginning on page 3 of the prospectus supplement and under ‘‘Risk Factors’’ beginning on
page PS-9 of the accompanying product supplement before purchasing any Securities. Events relating to any of
those risks, or other risks and uncertainties, could adversely affect the market value of, and the return on, your
Securities. You may lose a significant portion or all of your initial investment in the Securities. The Securities
will not be listed or displayed on any securities exchange or any electronic communications network.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved
of these Securities or passed upon the adequacy or accuracy of this preliminary terms supplement, the
previously delivered prospectus supplement, the accompanying product supplement or the accompanying
prospectus. Any representation to the contrary is a criminal offense.

The Securities are not bank deposits and are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency.
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See "Additional Information about UBS and the Securities" in this preliminary terms supplement. The
Securities we are offering will have the terms set forth in the Prospectus Supplement dated November 1, 2018
relating to the Securities, the accompanying product supplement, the accompanying prospectus and this
preliminary terms supplement.

Offering of Securities Issue Price to Public Underwriting Discount Proceeds to UBS AG

Total Per
Security Total Per

Security Total Per
Security

Securities linked to the common stock
of Electronic Arts Inc. $ 100% $ 1.50% $ 98.50%

UBS Financial Services Inc. UBS Investment Bank

Additional Information About UBS and the Securities

UBS has filed a registration statement (including a prospectus, as supplemented by a product supplement and a
prospectus supplement for the Securities) with the Securities and Exchange Commission, or SEC, for the offering for
which this preliminary terms supplement relates. Before you invest, you should read these documents and any other
documents relating to the Securities that UBS has filed with the SEC for more complete information about UBS and
this offering. You may obtain these documents for free from the SEC website at www.sec.gov. Our Central Index
Key, or CIK, on the SEC website is 0001114446.

You may access these documents on the SEC website at www.sec.gov as follows:

• Prospectus supplement dated November 1, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000091412118002132/ub46175276-424b2.htm

• Market-Linked Securities product supplement dated October 31, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000091412118002085/ub47016353-424b2.htm

• Prospectus dated October 31, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000119312518314003/d612032d424b3.htm

References to “UBS,” “we,” “our” and “us” refer only to UBS AG and not to its consolidated subsidiaries. In this
document, “Trigger Phoenix Autocallable Optimization Securities” or the “Securities” refer to the Securities that are
offered hereby. Also, references to the “prospectus supplement” mean the UBS prospectus supplement, dated
November 1, 2018, references to "Market-Linked Securities product supplement" mean the UBS product supplement,
dated October 31, 2018, relating to the Securities generally, and references to the “accompanying prospectus” mean
the UBS prospectus titled "Debt Securities and Warrants", dated October 31, 2018.
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This preliminary terms supplement, together with the documents listed above, contains the terms of the Securities and
supersedes all other prior or contemporaneous oral statements as well as any other written materials including
preliminary or indicative pricing terms, correspondence, trade ideas, structures for implementation, sample structures,
brochures or other educational materials of ours. You should carefully consider, among other things, the matters set
forth in “Key Risks” and in “Risk Factors” in the accompanying product supplement, as the Securities involve risks not
associated with conventional debt securities. We urge you to consult your investment, legal, tax, accounting and other
advisors before deciding to invest in the Securities

UBS reserves the right to change the terms of, or reject any offer to purchase, the Securities prior to their issuance. In
the event of any changes to the terms of the Securities, UBS will notify you and you will be asked to accept such
changes in connection with your purchase. You may also choose to reject such changes in which case UBS may reject
your offer to purchase.

Key Risks

An investment in the Securities involves significant risks. Some of the risks that apply to the Securities are
summarized here and are comparable to the corresponding risks discussed in the "Key Risks" section of the prospectus
supplement, but we urge you to read the more detailed explanation of risks relating to the Securities generally in ‘‘Risk
Factors’’ section of the accompanying product supplement. We also urge you to consult your investment, legal, tax,
accounting and other advisors before you invest in the Securities.

•

Risk of loss at maturity - The Securities differ from ordinary debt securities in
that UBS will not necessarily pay the full principal amount of the Securities at
maturity. If the Securities are not called, UBS will repay you the principal
amount of your Securities in cash only if the final price of the underlying asset
is equal to or greater than the trigger price and will only make such payment at
maturity. If the Securities are not called and the final price is less than the
trigger price, you will be fully exposed to the negative underlying return and
lose a significant portion or all of your initial investment in an amount
proportionate to the decline in the price of the underlying asset.

•

The contingent repayment of your principal applies only at maturity - You
should be willing to hold your Securities to maturity. If you are able to sell your
Securities prior to maturity in the secondary market, you may have to sell them
at a loss relative to your initial investment even if the then-current underlying
asset price is equal to or greater than the trigger price at that time.

• You may not receive any contingent coupons - UBS will not necessarily pay
periodic contingent coupons on the Securities. If the closing price of the
underlying asset on an observation date is less than the coupon barrier, UBS will
not pay you the contingent coupon applicable to such observation date. If the
closing price of the underlying asset is less than the coupon barrier on each of
the observation dates, UBS will not pay you any contingent coupons during the
term of, and you will not receive a positive return on, your Securities. Generally,
this non-payment of the contingent coupon coincides with a period of greater
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risk of principal loss on your Securities.

•

Your potential return on the Securities is limited and you will not
participate in any appreciation of the underlying asset - The return potential
of the Securities is limited to the contingent coupon rate, regardless of the
appreciation of the underlying asset. In addition, the total return on the
Securities will vary based on the number of observation dates on which the
requirements of the contingent coupon have been met prior to maturity or an
automatic call. Further, if the Securities are called due to the automatic call
feature, you will not receive any contingent coupons or any other payment in
respect of any observation dates after the applicable call settlement date. Since
the Securities could be called as early as the first observation date, the total
return on the Securities could be minimal. If the Securities are not called, you
will not participate in any appreciation in the price of the underlying asset even
though you will be subject to the underlying asset’s risk of decline. As a result,
the return on an investment in the Securities could be less than the return on a
direct investment in the underlying asset.

•

Higher contingent coupon rates are generally associated with a greater risk
of loss - Greater expected volatility with respect to the underlying asset reflects
a higher expectation as of the trade date that the price of such underlying asset
could close below its trigger price on the final valuation date of the Securities.
This greater expected risk will generally be reflected in a higher contingent
coupon rate for that Security. However, an underlying asset’s volatility can
change significantly over the term of the Securities and the price of the
underlying asset for your Securities could fall sharply, which could result in a
significant loss of principal.

•

Reinvestment risk - The Securities will be called automatically if the closing
price of the underlying asset is equal to or greater than the initial price on any
observation date. In the event that the Securities are called prior to maturity,
there is no guarantee that you will be able to reinvest the proceeds from an
investment in the Securities at a comparable rate of return for a similar level of
risk. To the extent you are able to reinvest such proceeds in an investment
comparable to the Securities, you will incur transaction costs and the original
issue price for such an investment is likely to include certain built-in costs such
as dealer discounts and hedging costs.

•

Greater expected volatility generally indicates an increased risk of loss at
maturity - ”Volatility” refers to the frequency and magnitude of changes in the
price of the underlying asset. The greater the expected volatility of the
underlying asset as of the trade date, the greater the expectation is as of the trade
date that the closing price of the underlying asset could be less than the coupon
barrier on any observation date and that the final price of the underlying asset
could be less than the trigger price on the final valuation date and, as a
consequence, indicates an increased risk of loss. However, the underlying asset’s
volatility can change significantly over the term of the Securities, and a
relatively lower coupon barrier and/or trigger price may not necessarily indicate
that the Securities have a greater likelihood of a return of principal at maturity.
You should be willing to accept the downside market risk of the underlying
asset and the potential to lose a significant portion or all of your initial
investment.

• Credit risk of UBS - The Securities are unsubordinated, unsecured debt
obligations of the issuer, UBS, and are not, either directly or indirectly, an
obligation of any third party. Any payment to be made on the Securities,
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including any repayment of principal, depends on the ability of UBS to satisfy
its obligations as they come due. As a result, the actual and perceived
creditworthiness of UBS may affect the market value of the Securities and, in
the event UBS were to default on its obligations, you may not receive any
amounts owed to you under the terms of the Securities and you could lose your
entire investment.

•

Market risk - The price of the underlying asset can rise or fall sharply due to
factors specific to that underlying asset and (i) in the case of common stock or
American depositary receipts, its issuer (the "underlying asset issuer") or (ii) in
the case of an exchange traded fund, the securities, futures contracts or physical
commodities constituting the assets of that underlying asset. These factors
include price volatility, earnings, financial conditions, corporate, industry and
regulatory developments, management changes and decisions and other events,
as well as general market factors, such as general market volatility and levels,
interest rates and economic and political conditions. You, as an investor in the
Securities, should make your own investigation into the underlying asset issuer
and the underlying asset for your Securities. We urge you to review financial
and other information filed periodically by the underlying asset issuer with
the SEC.

• Fair value considerations.

•

The issue price you pay for the Securities will exceed their estimated initial value - The issue price you pay
for the Securities will exceed their estimated initial value as of the trade date due to the inclusion in the issue
price of the underwriting discount, hedging costs, issuance costs and projected profits. As of the close of the
relevant markets on the trade date, we will determine the estimated initial value of the Securities by reference to
our internal pricing models and it will be set forth in the final terms supplement. The pricing models used to
determine the estimated initial value of the Securities incorporate certain variables, including the price, volatility
and expected dividends on the underlying asset, prevailing interest rates, the term of the Securities and our
internal funding rate. Our internal funding rate is typically lower than the rate we would pay to issue conventional
fixed or floating rate debt securities of a similar term. The underwriting discount, hedging costs, issuance costs,
projected profits and the difference in rates will reduce the economic value of the Securities to you. Due to these
factors, the estimated initial value of the Securities as of the trade date will be less than the issue price you pay for
the Securities.

•

The estimated initial value is a theoretical price; the actual price that you
may be able to sell your Securities in any secondary market (if any) at any
time after the trade date may differ from the estimated initial value - The
value of your Securities at any time will vary based on many factors, including
the factors described above and in “- Market risk” above and is impossible to
predict. Furthermore, the pricing models that we use are proprietary and rely in
part on certain assumptions about future events, which may prove to be
incorrect. As a result, after the trade date, if you attempt to sell the Securities in
the secondary market, the actual value you would receive may differ, perhaps
materially, from the estimated initial value of the Securities determined by
reference to our internal pricing models. The estimated initial value of the
Securities does not represent a minimum or maximum price at which we or any
of our affiliates would be willing to purchase your Securities in any secondary
market at any time.

• Our actual profits may be greater or less than the differential between the
estimated initial value and the issue price of the Securities as of the trade
date - We may determine the economic terms of the Securities, as well as
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hedge our obligations, at least in part, prior to pricing the Securities on the trade
date. In addition, there may be ongoing costs to us to maintain and/or adjust
any hedges and such hedges are often imperfect. Therefore, our actual profits
(or potentially, losses) in issuing the Securities cannot be determined as of the
trade date and any such differential between the estimated initial value and the
issue price of the Securities as of the trade date does not reflect our actual
profits. Ultimately, our actual profits will be known only at the maturity of the
Securities.

•Limited or no secondary market and secondary market price considerations.

•

There may be little or no secondary market for the Securities - The
Securities will not be listed or displayed on any securities exchange or any
electronic communications network. There can be no assurance that a
secondary market for the Securities will develop. UBS Securities LLC and its
affiliates may make a market in each offering of the Securities, although they
are not required to do so and may stop making a market at any time. If you are
able to sell your Securities prior to maturity, you may have to sell them at a
substantial loss. The estimated initial value of the Securities does not represent
a minimum or maximum price at which we or any of our affiliates would be
willing to purchase your Securities in any secondary market at any time.

•

The price at which UBS Securities LLC and its affiliates may offer to buy
the Securities in the secondary market (if any) may be greater than UBS’
valuation of the Securities at that time, greater than any other secondary
market prices provided by unaffiliated dealers (if any) and, depending on
your broker, greater than the valuation provided on your customer
account statements - For a limited period of time following the issuance of the
Securities, UBS Securities LLC or its affiliates may offer to buy or sell such
Securities at a price that exceeds (i) our valuation of the Securities at that time
based on our internal pricing models, (ii) any secondary market prices provided
by unaffiliated dealers (if any) and (iii) depending on your broker, the valuation
provided on customer account statements. The price that UBS Securities LLC
may initially offer to buy such Securities following issuance will exceed the
valuations indicated by our internal pricing models due to the inclusion for a
limited period of time of the aggregate value of the underwriting discount,
hedging costs, issuance costs and theoretical projected trading profit. The
portion of such amounts included in our price will decline to zero on a straight
line basis over a period ending no later than the date specified under
“Supplemental Plan of Distribution (Conflicts of Interest); Secondary Markets
(if any).” Thereafter, if UBS Securities LLC or an affiliate makes secondary
markets for the Securities, it will do so at prices that reflect our estimated value
determined by reference to our internal pricing models at that time. The
temporary positive differential relative to our internal pricing models arises
from requests from and arrangements made by UBS Securities LLC with the
selling agents of structured debt securities such as the Securities. As described
above, UBS Securities LLC and its affiliates are not required to make a market
for the Securities and may stop making a market at any time. The price at
which UBS Securities LLC or an affiliate may make secondary markets at any
time (if at all) will also reflect its then current bid-ask spread for similar sized
trades of structured debt securities. UBS Financial Services Inc. and UBS
Securities LLC reflect this temporary positive differential on their customer
statements. Investors should inquire as to the valuation provided on customer
account statements provided by unaffiliated dealers.
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•

Price of Securities prior to maturity - The market price of the Securities will
be influenced by many unpredictable and interrelated factors, including the
price of the underlying asset; the volatility of the underlying asset; the dividend
rate paid on the underlying asset; the time remaining to the maturity of the
Securities; interest rates in the markets; geopolitical conditions and economic,
financial, political, force majeure and regulatory or judicial events; the
creditworthiness of UBS and the then current bid-ask spread for the Securities.

•

Impact of fees and the use of internal funding rates rather than secondary
market credit spreads on secondary market prices - All other things being
equal, the use of the internal funding rates described above under “- Fair value
considerations” as well as the inclusion in the issue price of the underwriting
discount, hedging costs, issuance costs and any projected profits are, subject to
the temporary mitigating effect of UBS Securities LLC’s and its affiliates’
market making premium, expected to reduce the price at which you may be
able to sell the Securities in any secondary market.

•

Owning the Securities is not the same as owning the underlying asset - The return on your Securities may not
reflect the return you would realize if you actually owned the underlying asset. For instance, you will not receive or
be entitled to receive any dividend payments or other distributions on the underlying asset over the term of your
Securities. Furthermore, the underlying asset may appreciate substantially during the term of your Securities and
you will not participate in such appreciation.

•

No assurance that the investment view implicit in the Securities will be successful - It is impossible to predict
whether and the extent to which the price of the underlying asset will rise or fall. The price of the underlying asset
will be influenced by complex and interrelated political, economic, financial and other factors that affect the
underlying asset issuer. You should be willing to accept the risks of owning equities in general and the underlying
asset in particular, and the risk of losing a significant portion or all of your initial investment.

•

There is no affiliation between the underlying asset issuer, or for Securities linked to exchange traded funds,
the issuers of the constituent stocks comprising the underlying asset (the "underlying asset constituent stock
issuers"), and UBS, and UBS is not responsible for any disclosure by such issuer(s) - We and our affiliates may
currently, or from time to time in the future engage in business with the underlying asset issuer or, if applicable, any
underlying asset constituent stock issuers. However, we are not affiliated with the underlying asset issuer or any
underlying asset constituent stock issuers and are not responsible for such issuer’s public disclosure of information,
whether contained in SEC filings or otherwise. You, as an investor in the Securities, should make your own
investigation into the underlying asset issuer or, if applicable, each underlying asset constituent stock issuer. Neither
the underlying asset issuer nor any underlying asset constituent stock issuer is involved in the Securities offered
hereby in any way and has no obligation of any sort with respect to your Securities. Such issuer(s) have no
obligation to take your interests into consideration for any reason, including when taking any corporate actions that
might affect the value of, and any amounts payable on, your Securities.

• The calculation agent can make adjustments that affect the payment to you at maturity- For certain corporate
events affecting the underlying asset, the calculation agent may make adjustments to the initial price, the coupon
barrier, the trigger price and/or the final price of the underlying asset. However, the calculation agent will not make
an adjustment in response to all events that could affect the underlying asset. If an event occurs that does not require
the calculation agent to make an adjustment, the value of the Securities may be materially and adversely affected. In
addition, all determinations and calculations concerning any such adjustments will be made by the calculation
agent. You should be aware that the calculation agent may make any such adjustment, determination or calculation
in a manner that differs from that discussed in the accompanying product supplement as necessary to achieve an
equitable result. In the case of common stock or American depositary receipts, following certain corporate events
relating to the issuer of the underlying asset where the issuer is not the surviving entity, the amount of cash you
receive at maturity may be based on the common stock or American depositary receipts of a successor to the
underlying asset issuer in combination with any cash or any other assets distributed to holders of the underlying

Edgar Filing: UBS AG - Form 424B2

UBS Investment Bank 9



asset in such corporate event. Additionally, if the issuer of the underlying asset becomes subject to (i) a
reorganization event whereby the underlying asset is exchanged solely for cash, (ii) a merger or consolidation with
UBS or any of its affiliates or (iii) an underlying asset is delisted or otherwise suspended from trading, the amount
you receive at maturity may be based on the common stock or American depositary receipts issued by another
company. In the case of an exchange traded fund, following a suspension from trading or if an exchange traded fund
is discontinued, the amount you receive at maturity may be based on a share of another exchange traded fund. The
occurrence of these corporate events and the consequent adjustments may materially and adversely affect the value
of the Securities. For more information, see the sections "General Terms of the Securities -- Antidilution
Adjustments for Securities Linked to an Underlying Asset or Equity Basket Asset" and " --Reorganization Events
for Securities Linked to an Underlying Asset or Equity Basket Asset" in the accompanying product supplement.
Regardless of the occurrence of one or more dilution or reorganization events, you should note that at maturity UBS
will pay you an amount in cash equal to your principal amount, unless the final price of the underlying asset is
below the trigger price (as such trigger price may be adjusted by the calculation agent upon occurrence of one or
more such events). Regardless of any of the events discussed above, any payment on the Securities is subject to the
creditworthiness of UBS.

•

Potential UBS impact on the market price of the underlying asset - Trading or transactions by UBS or its
affiliates in the underlying asset and/or over-the-counter options, futures or other instruments with returns linked to
the performance of the underlying asset may adversely affect the market price of the underlying asset and, therefore,
the market value of, and any amounts payable on, your Securities.

•

Potential conflict of interest - UBS and its affiliates may engage in business with the issuer of the underlying
asset, which may present a conflict between the obligations of UBS and you, as a holder of the Securities. There are
also potential conflicts of interest between you and the calculation agent, which will be an affiliate of UBS. The
calculation agent will determine whether the final price is below the trigger price and accordingly the payment at
maturity on your Securities. The calculation agent may also postpone the determination of the final price and the
maturity date if a market disruption event occurs and is continuing on the final valuation date and may make
adjustments to the initial price, the trigger price, the coupon barrier, the final price and/or the underlying asset itself
for certain corporate events affecting the underlying asset. For more information, see the sections "General Terms
of the Securities -- Antidilution Adjustments for Securities Linked to an Underlying Asset or Equity Basket Asset"
and " --Reorganization Events for Securities Linked to an Underlying Asset or Equity Basket Asset" in the
accompanying product supplement. As UBS determines the economic terms of the Securities, including the
contingent coupon rate, trigger price and coupon barrier, and such terms include the underwriting discount, hedging
costs, issuance costs and projected profits, the Securities represent a package of economic terms. There are other
potential conflicts of interest insofar as an investor could potentially get better economic terms if that investor
entered into exchange-traded and/or OTC derivatives or other instruments with third parties, assuming that such
instruments were available and the investor had the ability to assemble and enter into such instruments.

•

Potentially inconsistent research, opinions or recommendations by UBS - UBS and its affiliates publish
research from time to time on financial markets and other matters that may influence the value of the Securities, or
express opinions or provide recommendations that are inconsistent with purchasing or holding the Securities. Any
research, opinions or recommendations expressed by UBS or its affiliates may not be consistent with each other and
may be modified from time to time without notice. Investors should make their own independent investigation of
the merits of investing in the Securities and the underlying asset to which the Securities are linked.

•
The Securities are not bank deposits - An investment in the Securities carries risks which are very different from
the risk profile of a bank deposit placed with UBS or its affiliates. The Securities have different yield and/or return,
liquidity and risk profiles and would not benefit from any protection provided to deposits.

• If UBS experiences financial difficulties, FINMA has the power to open restructuring or liquidation
proceedings in respect of, and/or impose protective measures in relation to, UBS, which proceedings or
measures may have a material adverse effect on the terms and market value of the Securities and/or the
ability of UBS to make payments thereunder - The Swiss Financial Market Supervisory Authority (“FINMA”) has
broad statutory powers to take measures and actions in relation to UBS if (i) it concludes that there is justified
concern that UBS is over-indebted or has serious liquidity problems or (ii) UBS fails to fulfil the applicable capital
adequacy requirements (whether on a standalone or consolidated basis) after expiry of a deadline set by FINMA. If
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one of these pre-requisites is met, FINMA is authorized to open restructuring proceedings or liquidation
(bankruptcy) proceedings in respect of, and/or impose protective measures in relation to, UBS. The Swiss Banking
Act grants significant discretion to FINMA in connection with the aforementioned proceedings and measures. In
particular, a broad variety of protective measures may be imposed by FINMA, including a bank moratorium or a
maturity postponement, which measures may be ordered by FINMA either on a stand-alone basis or in connection
with restructuring or liquidation proceedings. The resolution regime of the Swiss Banking Act is further detailed in
the FINMA Banking Insolvency Ordinance (“BIO-FINMA”). In a restructuring proceeding, FINMA, as resolution
authority, is competent to approve the resolution plan. The resolution plan may, among other things, provide for (a)
the transfer of all or a portion of UBS’s assets, debts, other liabilities and contracts (which may or may not include
the contractual relationship between UBS and the holders of Securities) to another entity, (b) a stay (for a maximum
of two business days) on the termination of contracts to which UBS is a party, and/or the exercise of (w) rights to
terminate, (x) netting rights, (y) rights to enforce or dispose of collateral or (z) rights to transfer claims, liabilities or
collateral under contracts to which UBS is a party, (c) the conversion of UBS’s debt and/or other obligations,
including its obligations under the Securities, into equity (a “debt-to-equity” swap), and/or (d) the partial or full
write-off of obligations owed by UBS (a “write-off”), including its obligations under the Securities. The BIO-FINMA
provides that a debt-to-equity swap and/or a write-off of debt and other obligations (including the Securities) may
only take place after (i) all debt instruments issued by UBS qualifying as additional tier 1 capital or tier 2 capital
have been converted into equity or written-off, as applicable, and (ii) the existing equity of UBS has been fully
cancelled. While the BIO-FINMA does not expressly address the order in which a write-off of debt instruments
other than debt instruments qualifying as additional tier 1 capital or tier 2 capital should occur, it states that
debt-to-equity swaps should occur in the following order: first, all subordinated claims not qualifying as regulatory
capital; second, all other claims not excluded by law from a debt-to-equity swap (other than deposits); and third,
deposits (in excess of the amount privileged by law). However, given the broad discretion granted to FINMA as the
resolution authority, any restructuring plan in respect of UBS could provide that the claims under or in connection
with the Securities will be partially or fully converted into equity or written-off, while preserving other obligations
of UBS that rank pari passu with, or even junior to, UBS’s obligations under the Securities. Consequently, holders of
Securities may lose all of some of their investment in the Securities. In the case of restructuring proceedings with
respect to a systemically important Swiss bank (such as UBS), the creditors whose claims are affected by the
restructuring plan will not have a right to vote on, reject, or seek the suspension of the restructuring plan. In
addition, if a restructuring plan has been approved by FINMA, the rights of a creditor to seek judicial review of the
restructuring plan (e.g., on the grounds that the plan would unduly prejudice the rights of holders of Securities or
otherwise be in violation of the Swiss Banking Act) are very limited. In particular, a court may not suspend the
implementation of the restructuring plan. Furthermore, even if a creditor successfully challenges the restructuring
plan, the court can only require the relevant creditor to be compensated ex post and there is currently no guidance as
to on what basis such compensation would be calculated or how it would be funded.

•

Dealer incentives - UBS and its affiliates act in various capacities with respect to the Securities. We and our
affiliates may act as a principal, agent or dealer in connection with the sale of the Securities. Such affiliates,
including the sales representatives, will derive compensation from the distribution of the Securities and such
compensation may serve as an incentive to sell these Securities instead of other investments. We will pay total
underwriting compensation of 1.50% per Security to any of our affiliates acting as agents or dealers in connection
with the distribution of the Securities. Given that UBS Securities LLC and its affiliates temporarily maintain a
market making premium, it may have the effect of discouraging UBS Securities LLC and its affiliates from
recommending sale of your Securities in the secondary market.

•

Uncertain tax treatment - Significant aspects of the tax treatment of the Securities are uncertain. You should read
carefully the sections entitled "What are the Tax Consequences of the Securities" herein and in the prospectus
supplement and “Material U.S. Federal Income Tax Consequences” in the accompanying product supplement, and
consult your tax advisor about your tax situation.

Information about the Underlying Asset
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All disclosures regarding the underlying asset are derived from publicly available information. UBS has not
conducted any independent review or due diligence of any publicly available information with respect to the
underlying asset. You should make your own investigation into the underlying asset.

The underlying asset will be registered under the Securities Act of 1933, the Securities Exchange Act of 1934 (as
amended, the "Exchange Act") and/or the Investment Company Act of 1940, each as amended. Companies with
securities registered with the SEC are required to file financial and other information specified by the SEC
periodically. Information filed by the underlying asset issuer with the SEC can be reviewed electronically through a
website maintained by the SEC. The address of the SEC’s website is http://www.sec.gov. Information filed with the
SEC by the underlying asset issuer can be located by reference to its SEC file number provided below. In addition,
information filed with the SEC can be inspected and copied at the Public Reference Section of the SEC, 100 F Street,
N.E., Room 1580, Washington, D.C. 20549. Copies of this material can also be obtained from the Public Reference
Section, at prescribed rates.

Electronic Arts Inc.

According to publicly available information, Electronic Arts Inc. ("EA") is a digital interactive entertainment
company which develops, markets, published and distributes games, content and services for a variety of platforms,
including consoles, PCs, mobile phones and tablets. Information filed by EA with the SEC can be located by reference
to its SEC file number: 000-17948, or its CIK code: 0000712515. EA's website is ea.com. EA's common stock is
listed on The NASDAQ Global Select Market under the ticker symbol "EA."

Information from outside sources is not incorporated by reference in, and should not be considered part of, this
preliminary terms supplement or any accompanying prospectus. UBS has not conducted any independent review or
due diligence of any publicly available information with respect to the underlying asset.

Historical Information

The following table sets forth the quarterly high and low closing prices for EA's common stock, based on daily closing
prices on the primary exchange for EA. We obtained the closing prices below from Bloomberg Professional service
(“Bloomberg”), without independent verification. The closing prices may be adjusted by Bloomberg for corporate
actions such as stock splits, public offerings, mergers and acquisitions, spin-offs, extraordinary dividends, delistings
and bankruptcy. UBS has not undertaken an independent review or due diligence of any publicly available
information obtained from Bloomberg. EA's closing price on April 25, 2019 was $92.98. The actual initial price will
be the closing price of EA's common stock on the trade date. Past performance of the underlying asset is not
indicative of the future performance of the underlying asset.

Quarter Begin Quarter End Quarterly High Quarterly Low Quarterly Close

07/01/2014 09/30/2014 $38.42 $33.31 $35.61

10/01/2014 12/31/2014 $48.33 $32.62 $47.02
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01/02/2015 03/31/2015 $59.47 $45.96 $58.82

04/01/2015 06/30/2015 $67.68 $56.03 $66.50

07/01/2015 09/30/2015 $75.16 $63.43 $67.75

10/01/2015 12/31/2015 $76.77 $65.04 $68.72

01/04/2016 03/31/2016 $70.83 $55.50 $66.11

04/01/2016 06/30/2016 $77.25 $61.85 $75.76

07/01/2016 09/30/2016 $85.40 $75.38 $85.40

10/03/2016 12/30/2016 $85.56 $75.58 $78.76

01/03/2017 03/31/2017 $91.51 $78.64 $89.52

04/03/2017 06/30/2017 $115.37 $88.40 $105.72

07/03/2017 09/29/2017 $121.97 $105.42 $118.06

10/02/2017 12/29/2017 $120.09 $100.83 $105.06

01/02/2018 03/29/2018 13,553

Total 189,584 159,526 95,492 74,925 68,841

Total annual barrels
in thousands (�mbbls�) 69,198 58,227 34,950 27,348 25,127

(1) Includes
volumes
transported on
the pipelines
acquired from
Alon on
February 28,
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2005, and
volumes
transported on
the Intermediate
Pipelines
acquired on
July 8, 2005.

(2) Includes Rio
Grande Pipeline
volumes
beginning
June 30, 2003,
when we
increased our
ownership from
25% to 70% and
began
consolidating
the results of
Rio Grande
Pipeline.

The following table sets forth certain operating data for each of our petroleum product pipelines. Except as shown
below, we own 100% of our refined product pipelines. Throughput is the total average number of barrels per day
transported on a pipeline, but does not aggregate barrels moved between different points on the same pipeline.
Revenues reflect tariff revenues generated by barrels shipped from an origin to a delivery point on a pipeline.
Revenues also include payments made by Alon under capacity lease arrangements on our Orla to El Paso pipeline.
Under these arrangements, we provide space on our pipeline for the shipment of up to 20,000 barrels of refined
product per day. Alon pays us whether or not it actually ships the full volumes of refined products it is entitled to ship.
To the extent Alon does not use its capacity, we are entitled to use it. We calculate the capacity of our pipelines based
on the throughput capacity for barrels of gasoline equivalent that may be transported in the existing configuration; in
some cases, this includes the use of drag reducing agents.

Approximate
Diameter Length Capacity

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

Refined Product Pipelines:
Artesia, NM to El Paso, TX 6 156 24,000
Artesia, NM to Orla, TX to El Paso, TX 8/12/8 215 70,000(1)

Artesia, NM to Moriarty, NM(2) 12/8 215 45,000(3)

Moriarty, NM to Bloomfield, NM(2) 8 191 (3)

Big Spring, TX to Abilene, TX(4) 6/8 105 20,000
Big Spring, TX to Wichita Falls, TX(4) 6/8 227 23,000
Wichita Falls, TX to Duncan, OK(4) 6 47 21,000
Midland, TX to Orla, TX(4) 8/10 135 25,000
Intermediate Product Pipelines:
Lovington, NM to Artesia, NM(5) 8 65 48,000
Lovington, NM to Artesia, NM(5) 10 65 72,000
Rio Grande Pipeline Company:
Rio Grande Pipeline(6) 8 249 27,000
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(1) Includes 20,000
bpd of capacity
on the Orla to
El Paso segment
of this pipeline
that is leased to
Alon under
capacity lease
agreements.

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

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

(4) Acquired from
Alon on
February 28,
2005.

(5) Acquired from
Holly on July 8,
2005.

(6) We have a 70%
joint venture
interest in the
entity that owns
this pipeline.
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Capacity
reflects a 100%
interest. We
increased our
ownership
interest in Rio
Grande Pipeline
Company from
25% to 70% on
June 30, 2003.

For the years ended December 31, 2006 and 2005, Holly shipped an aggregate of 52.6% and 50.4%, respectively, of
the petroleum products transported on our refined product pipelines and 100% of the petroleum products transported
on our Intermediate Pipelines. For the same periods, these pipelines transported approximately 95% of the light
refined products produced by Holly�s Navajo Refinery.
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Artesia, New Mexico to El Paso, Texas
The Artesia to El Paso refined product pipeline is regulated by the FERC. It was constructed in 1959 and consists of
156 miles of 6-inch pipeline. This pipeline is used for the shipment of refined products produced at Holly�s Navajo
Refinery to our El Paso terminal, where we deliver to common carrier pipelines for transportation to Arizona, northern
New Mexico and northern Mexico and to the terminal�s truck rack for local delivery by tanker truck. Holly is the only
shipper on this pipeline. The refined products shipped on this pipeline represented 20% of the total light refined
products produced at Holly�s Navajo Refinery during 2006. Refined products produced at Holly�s Navajo Refinery
destined for El Paso are transported on either this pipeline or our Artesia to Orla to El Paso pipeline.
Artesia, New Mexico to Orla, Texas to El Paso, Texas
The Artesia to Orla to El Paso refined product pipeline is a common-carrier pipeline regulated by the FERC and
consists of three segments:

� an 8-inch, 67-mile and a 12-inch, 14-mile segment from the Navajo Refinery to Orla, Texas, constructed in
1981;

� a 12-inch, 99-mile segment from Orla to outside El Paso, Texas, constructed in 1996; and

� an 8-inch, 35-mile segment from outside El Paso to our El Paso terminal, constructed in the mid 1950�s
There are two shippers on this pipeline, Holly and Alon. In 2006, this pipeline transported to our El Paso terminal
49% of the light refined products produced at Holly�s Navajo Refinery. As mentioned above, refined products destined
to the El Paso terminal are delivered to common carrier pipelines for transportation to Arizona, northern New Mexico
and northern Mexico and to the terminal�s truck rack for local delivery by tanker truck.
At Orla, the pipeline received volumes of gasoline and diesel from Alon�s Big Spring, Texas refinery through a tie-in
to an Alon pipeline system.
Artesia, New Mexico to Moriarty, New Mexico
The Artesia to Moriarty refined product pipeline consists of a 60-mile, 12-inch pipeline from Holly�s Artesia facility to
White Lakes Junction, New Mexico that was constructed in 1999, and approximately 155 miles of 8-inch pipeline that
was constructed in 1973 and extends from White Lakes Junction to our Moriarty terminal, where it also connects to
our Moriarty to Bloomfield pipeline. We own the 12-inch pipeline from Artesia to White Lakes Junction. We lease the
White Lakes Junction to Moriarty segment of this pipeline and our Moriarty to Bloomfield pipeline described below,
from Mid-America Pipeline Company, LLC under a long-term lease agreement entered into in 1996, which expires in
2017 and has two ten-year extensions at our option. At our Moriarty terminal, volumes shipped on this pipeline can be
transported to other markets in the area, including Albuquerque, Santa Fe and west Texas, via tanker truck. The
155-mile White Lakes Junction to Moriarty segment of this pipeline is operated by Mid-America Pipeline Company,
LLC (or its designee). Holly is the only shipper on this pipeline. We currently pay a monthly fee (which is subject to
adjustments based on changes in the PPI) of $487,000 to Mid-America Pipeline Company, LLC to lease the White
Lakes Junction to Moriarty and Moriarty to Bloomfield pipelines.
Moriarty, New Mexico to Bloomfield, New Mexico
The Moriarty to Bloomfield refined product pipeline was constructed in 1973 and consists of 191 miles of 8-inch
pipeline leased from Mid-America Pipeline Company, LLC. This pipeline serves our terminal in Bloomfield. At our
Bloomfield terminal, volumes shipped on this pipeline are transported to other markets in the Four Corners area via
tanker truck. This pipeline is operated by Mid-America Pipeline Company, LLC (or its designee). Holly is the only
shipper on this pipeline.
Big Spring, Texas to Abilene, Texas
The Big Spring to Abilene refined product pipeline was constructed in 1957 and consists of 100 miles of 6-inch
pipeline and 5 miles of 8-inch pipeline. This pipeline is used for the shipment of refined products produced at Alon�s
Big Spring Refinery to the Abilene terminal. Alon is the only shipper on this pipeline.
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Big Spring, Texas to Wichita Falls, Texas
Segments of the Big Spring to Wichita Falls refined product pipeline were constructed in 1969 and 1989, and consist
of 95 miles of 6-inch pipeline and 132 miles of 8-inch pipeline. This pipeline is used for the shipment of refined
products produced at Alon�s Big Spring Refinery to the Wichita Falls terminal. Alon is the only shipper on this
pipeline.
Wichita Falls, Texas to Duncan, Oklahoma
The Wichita Falls to Duncan refined product pipeline is a common carrier and is regulated by the FERC. It was
constructed in 1958 and consists of 47 miles of 6-inch pipeline. This pipeline is used for the shipment of refined
products from the Wichita Falls terminal to Alon�s Duncan terminal, which we do not own. Alon is the only shipper on
this pipeline.
Midland, Texas to Orla, Texas
Segments of the Midland to Orla refined product pipeline were constructed in 1928 and 1998, and consist of 50 miles
of 10-inch pipeline and 85 miles of 8-inch pipeline. This pipeline is used for the shipment of refined products
produced at Alon�s Big Spring Refinery from Midland, Texas to our tank farm at Orla, Texas. Alon is the only shipper
on this pipeline.
8� Pipeline from Lovington, New Mexico to Artesia, New Mexico
The 65-mile 8-inch diameter pipeline was constructed in 1981. This pipeline is used for the shipment of intermediate
feedstocks and crude oil from Holly�s Lovington, New Mexico facility to Holly�s Artesia, New Mexico facility. Holly
is the only shipper on this pipeline.
10� Pipeline from Lovington, New Mexico to Artesia, New Mexico
The 65-mile 10-inch diameter pipeline was constructed in 1999. This pipeline is used for the shipment of intermediate
feedstocks and crude oil from Holly�s Lovington, New Mexico facility to Holly�s Artesia, New Mexico facility. Holly
is the only shipper on this pipeline.
Rio Grande Pipeline
We own a 70% interest in Rio Grande, a joint venture that owns a 249-mile, 8-inch common carrier LPG pipeline
regulated by the FERC. The other owner of Rio Grande is a subsidiary of BP. The pipeline originates from a
connection with an Enterprise pipeline in West Texas at Lawson Junction which serves as its primary receipt point,
although there is an additional receipt point near Midland, Texas. The pipeline terminates at the Mexico border near
San Elizario, Texas. The pipeline transports LPGs for ultimate use by Petróleos Mexicanos (PEMEX, the
government-owned energy company of Mexico.) Rio Grande does not own any facilities or pipelines in Mexico. The
pipeline has a current capacity of approximately 27,000 bpd. This pipeline was originally constructed in the mid
1950�s, was first reconditioned in 1988, and subsequently reconditioned in 1996 and 2003. Approximately 75 miles of
this pipeline has been replaced with new pipe, and an additional 50 miles has been recoated.
Rio Grande was formed in 1996, at which time we contributed nearly 220 miles of pipeline from near Odessa, Texas
to outside El Paso, Texas in exchange for a 25% interest in the joint venture. Rio Grande Pipeline began operations in
1997. In June 2003, we acquired an additional 45% interest in the joint venture from Juarez Pipeline Co., an affiliate
of The Williams Companies, Inc., for $28.7 million. The pipeline has recently completed a reconditioning project that
could facilitate an expansion to 32,000 bpd. Currently, only LPG�s are transported on this pipeline, and BP is the only
shipper. BP�s contract provides that BP will ship a minimum average of 16,500 bpd for the duration of the agreement.
This contract expires in July 2007, but will continue year-to-year thereafter unless cancelled by either party at the
beginning of a contract year in which the contract was not cancelled. The tariff rates and shipping regulations are
regulated by the FERC.
In January 2005, Rio Grande appointed us as operator of the pipeline system effective April 1, 2005 through
January 31, 2010. We paid $745,000 to the then-current operator as an inducement to and consideration for its early
resignation. As operator, we receive a management fee of $1.1 million per year, adjusted annually for any changes in
the PPI.
An officer of HLS is one of the two members of Rio Grande�s management committee.
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REFINED PRODUCT TERMINALS AND TRUCK RACKS
Our refined product terminals receive products from pipelines, Holly�s Navajo and Woods Cross refineries and Alon�s
Big Spring Refinery. We then distribute them to Holly and third parties, who in turn deliver them to end-users and
retail outlets. Our terminals are generally complementary to our pipeline assets and serve Holly�s and Alon�s marketing
activities. Terminals play a key role in moving product to the end-user market by providing the following services:

� distribution;

� blending to achieve specified grades of gasoline;

� other ancillary services that include the injection of additives and filtering of jet fuel; and

� storage and inventory management.
Typically, our refined product terminal facilities consist of multiple storage tanks and are equipped with automated
truck loading equipment that operates 24 hours a day. This automated system provides for control of security,
allocations, and credit and carrier certification by remote input of data by our customers. In addition, nearly all of our
terminals are equipped with truck loading racks capable of providing automated blending to individual customer
specifications.
Our refined product terminals derive most of their revenues from terminalling fees paid by customers. We charge a fee
for transferring refined products from the terminal to trucks or to pipelines connected to the terminal. In addition to
terminalling fees, we generate revenues by charging our customers fees for blending, injecting additives, and filtering
jet fuel. Holly currently accounts for the substantial majority of our refined product terminal revenues.
The table below sets forth the total average throughput for our refined product terminals in each of the periods
presented:

Years Ended December 31,
2006 2005(1) 2004 2003 2002

Refined products terminalled
for (bpd):
Holly 118,202 120,795 114,991 86,780 81,969
Third parties 43,285 42,334 24,821 19,956 12,374

Total 161,487 163,129 139,812 106,736 94,343

Total annual barrels in thousands
(mbbls) 58,943 59,542 51,171 38,959 34,435

(1) Includes
volumes for the
terminals and
tank farm
acquired from
Alon
February 28,
2005.
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The following table outlines the locations of our terminals and their storage capacities, number of tanks, supply
source, and mode of delivery:

Storage Number
Capacity of Supply

Terminal Location (barrels) Tanks Source Mode of Delivery

El Paso, TX 507,000 16 Pipeline/ rail Truck/Pipeline
Moriarty, NM 189,000 9 Pipeline Truck
Bloomfield, NM 193,000 7 Pipeline Truck
Albuquerque, NM 64,000 9 Pipeline Truck
Tucson, AZ(1) 176,000 9 Pipeline Truck
Mountain Home, ID(2) 120,000 3 Pipeline Pipeline
Boise, ID(3) (4) 111,000 9 Pipeline Pipeline
Burley, ID(3) 70,000 7 Pipeline Truck
Spokane, WA 333,000 32 Pipeline/Rail Truck
Abilene, TX(5) 127,000 5 Pipeline Truck/Pipeline
Wichita Falls, TX(5) 220,000 11 Pipeline Truck/Pipeline
Orla tank farm(5) 135,000 5 Pipeline Pipeline
Artesia facility truck rack N/A N/A Refinery Truck
Woods Cross facility truck rack N/A N/A Refinery Truck/Pipeline

Total 2,245,000

(1) The Tucson
terminal
consists of two
parcels. On one
parcel, we lease
the underlying
ground as a
50% co-tenant
with a division
of Valero, L.P.
(�Valero�)
pursuant to
which we own
50% of the
improvements
on that parcel.
On the other
parcel, our joint
venture with
Valero leases
the underlying
ground and
owns the
improvements.
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This joint
venture
agreement gives
us rights to
100% of the
terminal
capacity (for
both parcels),
which is
operated by
Valero for a fee.

(2) Handles only jet
fuel.

(3) We have a 50%
ownership
interest in these
terminals. The
capacity and
throughput
information
represents the
proportionate
share of
capacity and
throughput
attributable to
our ownership
interest.

(4) This terminal
has seen limited
use since its
acquisition in
June 2003.

(5) Acquired from
Alon on
February 28,
2005.

El Paso Terminal
We receive light refined products at this terminal from Holly�s Artesia facility through our Artesia to El Paso and
Artesia to Orla to El Paso pipelines and by rail that account for approximately 83% of the volumes at this terminal.
We also receive product from Alon�s Big Spring, Texas refinery that accounted for 17% of the volumes at this terminal
in 2006. Refined products received at this terminal are sold locally via the truck rack, transported to our Tucson
terminal on Kinder Morgan Energy Partners L.P.�s East System pipeline or to our Albuquerque terminal on the Juarez
pipeline, which was acquired from Chevron by Plains Pipeline, L.P. in September 2006 (the �Plains Pipeline�).
Competition in this market includes a refinery and terminal owned by Western Refining, a joint venture pipeline and
terminal owned by ConocoPhillips and Valero, L.P. and a terminal connected to the Longhorn Pipeline.
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Moriarty Terminal
We receive light refined products at this terminal from Holly�s Artesia facility through our pipelines. Refined products
received at this terminal are sold locally, via the truck rack; Holly is our only customer at this terminal. There are no
competing terminals in Moriarty.
Bloomfield Terminal
We receive light refined products at this terminal from Holly�s Artesia facility through our pipelines. Refined products
received at this terminal are sold locally, via the truck rack; Holly is our only customer at this terminal. Competition in
this market includes a refinery and terminal owned by Giant Industries.
Albuquerque Terminal
We receive light refined products from Holly that are transported on the Plains Pipeline from our El Paso terminal and
account for over 90% of the volumes at this terminal. We also receive product from ConocoPhillips and Valero, L.P.
that are transported to the Albuquerque terminal on Valero, L.P.�s West Emerald pipeline from its McKee, Texas
refinery. Refined products received at this terminal are sold locally, via the truck rack. Competition in the
Albuquerque market includes terminals owned by Chevron,
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ConocoPhillips, Giant and Valero. We and ConocoPhillips each owned a 50% interest in the Albuquerque terminal
through July 2004, at which time we acquired the 50% interest owned by ConocoPhillips.
Tucson Terminal
The Tucson terminal consists of two parcels. On one parcel, we lease the underlying ground as a 50% co-tenant with a
division of Valero pursuant to which we own 50% of the improvements on that parcel. On the other parcel, our joint
venture with Valero leases the underlying ground and owns the improvements. This joint venture agreement gives us
rights to 100% of the terminal capacity (for both parcels), which is operated by Valero for a fee. We receive light
refined products at this terminal from Kinder Morgan�s East System pipeline, which transports refined products from
Holly�s Artesia facility that it receives at our El Paso terminal. Refined products received at this terminal are sold
locally, via the truck rack. Competition in this market includes terminals owned by Kinder Morgan and CalJet.
Mountain Home Terminal
We receive jet fuel from third parties at this terminal that is transported on Chevron�s Salt Lake City to Boise, Idaho
pipeline. We then transport the jet fuel from the Mountain Home terminal through our 13-mile, 4-inch pipeline to the
United States Air Force base outside of Mountain Home. Our pipeline associated with this terminal is the only
pipeline that supplies jet fuel to the air base. We are paid a single fee, from the Defense Energy Support Center, for
injecting, storing, testing and transporting jet fuel at this terminal.
Boise Terminal
We and Sinclair each own a 50% interest in the Boise terminal. Sinclair is the operator of the terminal. The Boise
terminal receives light refined products from Holly and Sinclair shipped through Chevron�s pipeline originating in Salt
Lake City, Utah. The Woods Cross Refinery, as well as other refineries in the Salt Lake City area, and Pioneer�s
terminal in Salt Lake City are connected to the Chevron pipeline. All loading of products out of the Boise terminal is
conducted at Chevron�s loading rack, which is connected to the Boise terminal by pipeline. Holly and Sinclair are the
only customers at this terminal.
Burley Terminal
We and Sinclair each own a 50% interest in the Burley terminal. Sinclair is the operator of the terminal. The Burley
terminal receives product from Holly and Sinclair shipped through Chevron�s pipeline originating in Salt Lake City,
Utah. Refined products received at this terminal are sold locally, via the truck rack. Holly and Sinclair are the only
customers at this terminal.
Spokane Terminal
This terminal is connected to the Woods Cross Refinery via a Chevron common carrier pipeline. The Spokane
terminal also is supplied by Chevron and Yellowstone pipelines and by rail and truck. Refined products received at
this terminal are sold locally, via the truck rack. Shell and Chevron are the major customers at this terminal. Other
terminals in the Spokane area include terminals owned by ExxonMobil and ConocoPhillips.
Abilene Terminal
This terminal receives refined products from Alon�s Big Spring Refinery, which accounted for all of its volumes in
2006. Refined products received at this terminal are sold locally via a truck rack or pumped over a 2-mile pipeline to
Dyess Air Force Base. Alon is the only customer at this terminal.
Wichita Falls Terminal
This terminal receives refined products from Alon�s Big Spring Refinery, which accounted for all of its volumes in
2006. Refined products received at this terminal are sold via a truck rack or shipped to Alon�s terminal in Duncan,
Oklahoma. Alon is the only customer at this terminal.
Orla Tank Farm
The Orla tank farm was constructed in 1998. It receives refined products from Alon�s Big Spring Refinery that
accounted for all of its volumes in 2006. Refined products received at the tank farm are delivered into our Orla to El
Paso pipeline. Alon is the only customer at this tank farm.
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Artesia Facility Truck Rack
The truck rack at Holly�s Artesia facility loads light refined products, produced at the facility, onto tanker trucks for
delivery to markets in the surrounding area. Holly is the only customer of this truck rack.
Woods Cross Facility Truck Rack
The truck rack at Holly�s Woods Cross facility loads light refined products produced at Holly�s Woods Cross Refinery
onto tanker trucks for delivery to markets in the surrounding area. Holly is the only customer of this truck rack; Holly
also makes transfers to a common carrier pipeline at this facility.
PIPELINE AND TERMINAL CONTROL OPERATIONS
All of our pipelines are operated via geosynchronous satellite, microwave, radio and frame relay communication
systems from our central control room located in Artesia, New Mexico. We also monitor activity at our terminals from
this control room.
The control center operates with modern, state-of-the-art System Control and Data Acquisition, or SCADA, systems.
Our control center is equipped with computer systems designed to continuously monitor operational data, including
refined product and crude oil throughput, flow rates, and pressures. In addition, the control center monitors alarms and
throughput balances. The control center operates remote pumps, motors, engines, and valves associated with the
delivery of refined products and crude oil. The computer systems are designed to enhance leak-detection capabilities,
sound automatic alarms if operational conditions outside of pre-established parameters occur, and provide for
remote-controlled shutdown of pump stations on the pipelines. Pump stations and meter-measurement points on the
pipelines are linked by satellite or telephone communication systems for remote monitoring and control, which
reduces our requirement for full-time on-site personnel at most of these locations.
Item 3. Legal Proceedings
We are a party to various legal and regulatory proceedings, which we believe will not have a material adverse impact
on our financial condition, results of operations or cash flows.
Item 4. Submission of Matters to a Vote of Security Holders
No matter was submitted to a vote of security holders during the fourth quarter of 2006.
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PART II
Item 5. Market for the Registrant�s Common Units, Related Unitholder Matters and Issuer Purchases of

Common Units
Our common limited partner units began trading on the New York Stock Exchange under the symbol �HEP�
commencing with our initial public offering on July 8, 2004. The following table sets forth the range of the daily high
and low sales prices per common unit, cash distributions to common unitholders and the trading volume of common
units for the period indicated.

Cash Trading
Years Ended December 31, High Low Distributions Volume

2006
Fourth Quarter $41.10 $37.90 $ 0.665 876,800
Third Quarter $40.44 $35.80 $ 0.655 957,700
Second Quarter $42.58 $38.15 $ 0.640 704,100
First Quarter $42.75 $37.00 $ 0.625 1,165,000

2005
Fourth Quarter $44.14 $35.80 $ 0.600 1,014,800
Third Quarter $45.40 $39.10 $ 0.575 1,068,700
Second Quarter $47.00 $37.28 $ 0.550 1,375,300
First Quarter $40.45 $32.25 $ 0.500 1,825,100
A distribution for the quarter ended December 31, 2006 of $0.675 per unit was paid on February 14, 2007.
As of February 9, 2007, we had approximately 4,200 common unitholders, including beneficial owners of common
units held in street name.
We consider cash distributions to unitholders on a quarterly basis, although there is no assurance as to the future cash
distributions since they are dependent upon future earnings, cash flows, capital requirements, financial condition and
other factors. Our revolving credit facility prohibits us from making cash distributions if any potential default or event
of default, as defined in the Credit Agreement, occurs or would result from the cash distribution. The indenture
relating to our Senior Notes will prohibit us from making cash distributions under certain circumstances.
Within 45 days after the end of each quarter, we distribute all of our available cash (as defined in our partnership
agreement) to unitholders of record on the applicable record date. The amount of available cash generally is all cash
on hand at the end of the quarter: less the amount of cash reserves established by our general partner to provide for the
proper conduct of our business; comply with applicable law, any of our debt instruments, or other agreements; or
provide funds for distributions to our unitholders and to our general partner for any one or more of the next four
quarters; plus all cash on hand on the date of determination of available cash for the quarter resulting from working
capital borrowings made after the end of the quarter. Working capital borrowings are generally borrowings that are
made under our revolving credit facility and in all cases are used solely for working capital purposes or to pay
distributions to partners.
Upon the closing of our initial public offering, Holly received 7,000,000 subordinated units. During the subordination
period, the common units will have the right to receive distributions of available cash from operating surplus in an
amount equal to the minimum quarterly distribution of $0.50 per quarter, plus any arrearages in the payment of the
minimum quarterly distribution on the common units from prior quarters, before any distributions of available cash
from operating surplus may be made on the subordinated units. The purpose of the subordinated units is to increase
the likelihood that during the subordination period there will be available cash to be distributed on the common units.
The subordination period will extend until the first day of any quarter beginning after June 30, 2009 that each of the
following tests are met: distributions of available cash from operating surplus on each of the outstanding common
units and
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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 during those periods on a fully diluted basis and the related
distribution on the 2% general partner interest during those periods; and there are no arrearages in payment of the
minimum quarterly distribution on the common units. If the unitholders remove the general partner without cause, the
subordination period may end before June 30, 2009.
The Class B subordinated units issued to Alon generally vote as a single class and rank equally with our existing
subordinated units. There will be a subordination period with respect to the Class B subordinated units with generally
similar provisions to the subordinated units held by Holly, except that the subordination period will end on the last day
of any quarter ending on or after March 31, 2010 if Alon has not defaulted on its minimum volume commitment
payment obligations for the three consecutive, non-overlapping four quarter periods immediately preceding that date,
subject to certain grace periods. If Holly is removed as the general partner without cause, the subordination period for
the Class B subordinated units may end before March 31, 2010.
We make distributions of available cash from operating surplus for any quarter during any subordination period in the
following manner: first, 98% to the common unitholders, pro rata, and 2% to the general partner, until we distribute
for each outstanding common unit an amount equal to the minimum quarterly distribution for that quarter; second,
98% to the common unitholders, pro rata, and 2% to the general partner, until we distribute for each outstanding
common unit an amount equal to any arrearages in payment of the minimum quarterly distribution on the common
units for any prior quarters during the subordination period; third, 98% to the subordinated unitholders, pro rata, and
2% to the general partner, until we distribute for each subordinated unit an amount equal to the minimum quarterly
distribution for that quarter; and thereafter, cash in excess of the minimum quarterly distributions is distributed to the
unitholders and the general partner based on the percentages below.
The general partner, HEP Logistics Holdings, L.P., is entitled to incentive distributions if the amount we distribute
with respect to any quarter exceeds specified target levels shown below:

Marginal Percentage
Interest in

Total Quarterly
Distribution Distributions

Target Amount Unitholders
General
Partner

Minimum Quarterly Distribution $ 0.50 98% 2%
First Target Distribution Up to $0.55 98% 2%

Second Target Distribution
above $0.55 up to

$0.625 85% 15%

Third Target distribution
above $0.625 up to

$0.75 75% 25%
Thereafter Above $0.75 50% 50%
In the fourth quarter of 2006, we paid $0.1 million for the purchase of 3,210 of our common units in the open market
for the recipients of all 2006 restricted unit grants.

Maximum
Number

Total
Number of

of Units that
May

Units
Purchased

Yet Be
Purchased
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Total
Number of

as Part of
Publicly

Under a
Publicly

Units
Average

Price
Announced

Plan
Announced

Plan

Period Purchased
Paid Per

Unit or Program or Program
October 2006 � $ � � �
November 2006 � $ � � �
December 2006 3,210 $ 38.14 � �

Total 3,210 �
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Item 6. Selected Financial Data
The following table shows selected financial information for HEP. This table should be read in conjunction with
Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and the consolidated
financial statements of HEP and related notes thereto included elsewhere in this Form 10-K.

2004
Combined Successor Predecessor

July 13,
2004 January 1,

Year
Ended

Year
Ended

Year
Ended Through

2004
Through

Year
Ended

Year
Ended

December
31,

December
31,

December
31,

December
31, July 12,

December
31,

December
31,

2006 2005 2004 (1) 2004 2004 2003 2002
(In thousands, except per unit data)

Statement Of
Income Data:

Revenue $ 89,194 $ 80,120 $ 67,766 $ 28,182 $ 39,584 $ 30,800 $ 23,581

Operating costs
and expenses
Operations 28,630 25,332 23,641 10,104 13,537 24,193 19,442
Depreciation and
amortization 15,330 14,201 7,224 3,241 3,983 6,453 4,475
General and
administrative 4,854 4,047 1,860 1,859 1 � �

Total operating
costs and expenses 48,814 43,580 32,725 15,204 17,521 30,646 23,917

Operating income
(loss) 40,380 36,540 35,041 12,978 22,063 154 (336)

Interest income 899 649 144 65 79 291 269

Interest expense (13,056) (9,633) (697) (697) � � �
Equity in earnings
of Rio Grande
Pipeline Company � � � � � 894 2,737

(12,157) (8,984) (553) (632) 79 1,185 3,006

Income before
minority interest 28,223 27,556 34,488 12,346 22,142 1,339 2,670
Minority interest
in Rio Grande

(680) (740) (1,994) (956) (1,038) (758) �
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Net income 27,543 26,816 32,494 11,390 21,104 581 2,670

Less:
Net income
attributable to
Predecessor � � 21,104 � 21,104 581 2,670
General partner
interest in net
income 1,710 721 228 228 � � �

Limited partners�
interest in net
income $ 25,833 $ 26,095 $ 11,162 $ 11,162 $ � $ � $ �

Net income per
limited partner
unit � basic and
diluted $ 1.60 $ 1.70 $ 0.80

Cash distributions
declared per unit
applicable to
limited partners $ 2.585 $ 2.225 $ 0.435

Other Financial
Data:
EBITDA (2) $ 55,030 $ 50,001 $ 40,271 $ 15,263 $ 25,008 $ 6,743 $ 6,876
Cash flows from
operating activities $ 45,853 $ 42,628 $ 15,867 $ 15,371 $ 496 $ 5,909 $ 4,271
Cash flows from
investing activities $ (9,107) $ (131,795) $ (2,977) $ (305) $ (2,672) $ (27,947) $ (4,271)
Cash flows from
financing activities $ (45,774) $ 90,646 $ (480) $ 1,770 $ (2,250) $ 28,372 $ �

Maintenance
capital
expenditures (3) $ 1,095 $ 364 $ 1,197 $ 305 $ 892 $ 1,934 $ 1,178
Expansion capital
expenditures 8,012 3,519 1,780 � 1,780 4,837 5,580

Total capital
expenditures $ 9,107 $ 3,883 $ 2,977 $ 305 $ 2,672 $ 6,771 $ 6,758

Balance Sheet
Data (at period
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end):
Net property, plant
and equipment $ 160,484 $ 162,298 $ 74,626 $ 74,626 $ 95,337 $ 95,826 $ 60,073
Total assets $ 243,573 $ 254,775 $ 103,758 $ 103,758 $ 156,373 $ 140,425 $ 88,338
Long-term debt $ 180,660 $ 180,737 $ 25,000 $ 25,000 $ � $ � $ �
Total liabilities $ 196,384 $ 190,962 $ 28,998 $ 28,998 $ 53,146 $ 57,089 $ 20,059
Net partners�
equity (4) $ 36,226 $ 52,060 $ 61,528 $ 61,528 $ 89,964 $ 68,860 $ 68,279
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(1) Combined results for the year ended December 31, 2004 is not a calculation based upon U.S. generally accepted
accounting principles (�GAAP�), and is presented here to provide the investor with additional information for
comparing year-over-year information.

(2) Earnings before interest, taxes, depreciation and amortization (�EBITDA�) are calculated as net income plus
(a) interest expense net of interest income and (b) depreciation and amortization. EBITDA is a non-GAAP
measure. However, the amounts included in the EBITDA calculation are derived from amounts included in our
consolidated financial statements. EBITDA should not be considered as an alternative to net income or operating
income, as an indication of our operating performance or as an alternative to operating cash flow as a measure of
liquidity. EBITDA is not necessarily comparable to similarly titled measures of other companies. EBITDA is
presented here because it enhances an investor�s understanding of our ability to satisfy principal and interest
obligations with respect to our indebtedness and to use cash for other purposes, including capital expenditures.
EBITDA is also used by our management for internal analysis and as a basis for compliance with financial
covenants. See �Historical Results of Operations� under Item 7, �Management�s Discussion and Analysis of
Financial Condition and Results of Operations,� for certain changes made effective January 1, 2004 in how we
recorded transactions, which would affect the comparability of EBITDA for periods after January 1, 2004 with
EBITDA for the prior years.

2004
Combined Successor Predecessor

July 13,
January

1,
Year Year Year 2004 2004 Year Year

Ended Ended Ended Through Through Ended Ended
Reconciliation of EBITDA to December December December December July December December

net income
31,

2006 31, 2005
31,

2004 31, 2004 12,2004 31,2003 31,2002
(In thousands)

Net income $ 27,543 $ 26,816 $ 32,494 $ 11,390 $ 21,104 $ 581 $ 2,670

Add depreciation and
amortization 15,330 14,201 7,224 3,241 3,983 6,453 4,475
Add interest expense 13,056 9,633 697 697 � � �
Subtract interest income (899) (649) (144) (65) (79) (291) (269)

EBITDA $ 55,030 $ 50,001 $ 40,271 $ 15,263 $ 25,008 $ 6,743 $ 6,876

(3) Maintenance capital expenditures represent capital expenditures to replace partially or fully depreciated
assets to maintain the operating capacity of existing assets. Maintenance capital expenditures include
expenditures required to maintain equipment reliability, tankage and pipeline integrity, and safety and to
address environmental regulations.

(4) As a master limited partnership, we distribute our available cash, which exceeds our net income because
depreciation and amortization expense represents a non-cash charge against income. The result is a decline
in partners� equity since our regular quarterly distributions have exceeded our quarterly net income.
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Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations
This Item 7, including but not limited to the sections on �Liquidity and Capital Resources�, contains forward-looking
statements. See �Forward-Looking Statements� at the beginning of Part I. In this document, the words �we�, �our�, �ours� and
�us� refer to HEP and its consolidated subsidiaries or to HEP or an individual subsidiary and not to any other person.
OVERVIEW
HEP is a Delaware limited partnership formed by Holly and is the successor to NPL. HEP was formed to acquire, own
and operate substantially all of the refined product pipeline and terminalling assets that support Holly�s refining and
marketing operations in west Texas, New Mexico, Utah and Arizona and a 70% interest in Rio Grande. On July 7,
2004, we priced 6,100,000 common units for the initial public offering and on July 8, 2004, our common units began
trading on the New York Stock Exchange under the symbol �HEP.� On July 13, 2004, we closed our initial public
offering of 7,000,000 common units at a price of $22.25 per unit, which included a 900,000 unit over-allotment option
that was exercised by the underwriters. Total proceeds from the sale of the units were $145.5 million, net of
$10.3 million of underwriting commissions. All the initial assets of HEP were contributed by Holly and its
subsidiaries in exchange for (a) 7,000,000 subordinated units, representing 49% limited partner interest in HEP,
(b) incentive distribution rights, (c) the 2% general partner interest and d) an aggregate cash distribution of
$125.6 million.
We operate a system of petroleum product pipelines in Texas, New Mexico and Oklahoma, and distribution terminals
in Texas, New Mexico, Arizona, Utah, Idaho, and Washington. We generate revenues by charging tariffs for
transporting petroleum products through our pipelines and by charging fees for terminalling refined products and other
hydrocarbons, and storing and providing other services at our terminals. We do not take ownership of products that we
transport or terminal; therefore, we are not directly exposed to changes in commodity prices.
On February 28, 2005, we acquired from Alon four refined products pipelines, an associated tank farm and two
refined products terminals located primarily in Texas that serve Alon�s Big Spring, Texas refinery. Please read �Alon
Transaction� under �Liquidity and Capital Resources� below for additional information.
On July 8, 2005, we acquired Holly�s Intermediate Pipelines which connect its Lovington, New Mexico and Artesia,
New Mexico refining facilities. Please read �Holly Intermediate Pipelines Transaction� under �Liquidity and Capital
Resources� below for additional information.
As a result of the Alon transaction, Holly�s ownership interest was reduced from 51% to 47.9%, including the 2%
general partner interest. Holly�s ownership was further reduced to 45.0% in July 2005 following the Intermediate
Pipelines transaction.
Historical Results of Operations
In reviewing the historical results of operations that are discussed below, you should be aware of the following:
Until January 1, 2004, our historical revenues included only actual amounts received from:

� third parties who utilized our pipelines and terminals;

� Holly for use of our FERC-regulated refined product pipeline; and

� Holly for use of the Lovington crude oil pipelines, which were not contributed to our partnership.
Until January 1, 2004, we did not record revenue for:

� transporting products for Holly on our intrastate refined product pipelines;
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� providing terminalling services to Holly; and

� transporting crude oil and feedstocks on the Intermediate Pipelines that connect Holly�s Artesia and
Lovington facilities, which were not contributed to our partnership.

Commencing January 1, 2004, we began charging Holly fees for the use of all of our pipelines and terminals at the
rates set forth in the Holly PTA described below under �Agreements with Holly�.
Furthermore, the historical financial data do not reflect any general and administrative expenses prior to July 13, 2004
as Holly did not historically allocate any of its general and administrative expenses to its pipelines and terminals. Our
historical results of operations prior to July 13, 2004 include costs associated with crude oil and intermediate product
pipelines, which were not contributed to our partnership.
For periods after commencement of operations by HEP on July 13, 2004, our financial statements reflect:
� net proceeds from our initial public offering which closed on July 13, 2004 (see �Liquidity and Capital Resources�

below);

� the transfer of certain of our predecessor�s operations to HEP, which
� includes our predecessor�s refined product pipeline and terminal assets and short-term debt due to Holly (which

was repaid upon the closing of our initial public offering), and

� excludes our predecessor�s crude oil systems, intermediate product pipelines, accounts receivable from or
payable to affiliates, and other miscellaneous assets and liabilities;

� the execution of the Holly PTA and the recognition of revenues derived therefrom; and

� the execution of the Omnibus Agreement with Holly and several of its subsidiaries and the recognition of allocated
general and administrative expenses in addition to direct general and administrative expense related to our operation
as a publicly owned entity.

NPL constitutes HEP�s predecessor. The transfer of ownership of assets from NPL to HEP represented a reorganization
of entities under common control and was recorded at NPL�s historical cost. Accordingly, our financial statements
include the historical results of operations of NPL prior to the transfer to HEP.
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Agreements with Holly
Under the 15-year Holly PTA, Holly pays us fees to transport on our refined product pipelines or throughput in our
terminals a volume of refined products that will produce a minimum level of revenue. Following the July 1, 2006 PPI
adjustment, the volume commitments by Holly under the Holly PTA will produce at least $38.5 million of revenue
annually.
Prior to July 13, 2004, Holly did not allocate any of its general and administrative expenses to its pipeline and
terminalling operations. Under the Omnibus Agreement, we pay Holly an annual administrative fee in the amount of
$2.0 million for the provision by Holly or its affiliates of various general and administrative services to us. This fee
does not include the salaries of pipeline and terminal personnel or other employees of HLS or the cost of their
employee benefits, such as 401(k), pension and health insurance benefits, which are separately charged to us by Holly.
We also reimburse Holly and its affiliates for direct expenses they incur on our behalf.
In connection with our acquisition of the Intermediate Pipelines, we entered into the 15-year Holly IPA. Under this
agreement, Holly agreed to transport volumes of intermediate products on the Intermediate Pipelines that will produce
a minimum level of funds to us. Following the July 1, 2006 PPI adjustment, the volume commitments by Holly under
the Holly IPA will result in minimum funds to us of $12.4 million annually.
Please read �Agreements with Holly� under Item 1, �Business� for additional information on these agreements with Holly.
RESULTS OF OPERATIONS
The following tables present our operating income, volume information, and cash flow summary information for the
years ended December 31, 2006, 2005 and 2004. Prior to January 1, 2004, we recorded pipeline tariff revenues only
on FERC-regulated pipelines and terminal service fee revenues from third-party customers. No revenues from
affiliates were recorded on non-FERC regulated pipelines and no terminal services fee revenues from affiliates were
recorded for use of our terminal facilities. Commencing January 1, 2004, affiliate revenues have been recorded for all
pipeline and terminal facilities included in our pipeline and terminal facilities. Additionally, the 2004 information is
split for the period prior to our initial public offering, captioned �Predecessor� and for the period following our initial
public offering, captioned �Successor�. The information for the 2004 Predecessor and Successor periods are added
together and presented under the caption �Combined.� As a result, the information included in the following table of
operating income is not fully comparable on a year-over-year basis.
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2004
Combined Successor Predecessor

July 13,
2004

Year Ended
Year

Ended
Year

Ended through January 1,
December

31,
December

31,
December

31,
December

31,
2004

through

2006 2005 2004 (1) 2004
July 12,

2004
(In thousands, except per unit data)

Revenues
Pipelines:
Affiliates � refined product pipelines $ 31,723 $ 29,288 $ 28,533 $ 13,498 $ 15,035
Affiliates � intermediate pipelines 10,733 4,643 � � �
Third parties 31,685 31,447 18,952 8,915 10,037

74,141 65,378 47,485 22,413 25,072

Terminals and truck loading racks:
Affiliates 10,422 10,253 9,194 4,419 4,775
Third parties 4,631 4,489 3,179 1,349 1,830

15,053 14,742 12,373 5,768 6,605

Other � � 15 1 14

Total for pipelines and terminal
assets 89,194 80,120 59,873 28,182 31,691

Crude system and intermediate
pipelines not contributed to HEP at
inception (2):
Lovington crude oil pipelines � � 3,325 � 3,325
Intermediate pipelines � � 4,568 � 4,568

Total for crude system and
intermediate pipeline assets not
contributed to HEP at inception � � 7,893 � 7,893

Total revenues 89,194 80,120 67,766 28,182 39,584

Operating costs and expenses
Costs related to pipeline and refined
product terminal assets acquired by
successor:
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Operations 28,630 25,332 21,361 10,104 11,257
Depreciation and amortization 15,330 14,201 6,791 3,241 3,550
General and administrative 4,854 4,047 1,860 1,859 1

48,814 43,580 30,012 15,204 14,808

Crude system and intermediate
pipelines not contributed to HEP at
inception (2):
Operations � � 2,280 � 2,280
Depreciation and amortization � � 433 � 433

� � 2,713 � 2,713

Total operating costs and expenses 48,814 43,580 32,725 15,204 17,521

Operating income 40,380 36,540 35,041 12,978 22,063

Interest income 899 649 144 65 79
Interest expense, including
amortization (13,056) (9,633) (697) (697) �
Minority interest in Rio Grande
Pipeline Company (680) (740) (1,994) (956) (1,038)

Net income 27,543 26,816 32,494 11,390 21,104

Less:
Net income applicable to
Predecessor � � 21,104 � 21,104
General partner interest in net
income, including incentive
distributions (3) 1,710 721 228 228 �

Limited partners� interest in net
income $ 25,833 $ 26,095 $ 11,162 $ 11,162 $ �

Net income per limited partner
unit � basic and diluted(3) $ 1.60 $ 1.70 $ 0.80

Weighted average limited
partners� units outstanding 16,108 15,356 14,000

EBITDA (4) $ 55,030 $ 50,001 $ 40,271 $ 15,263 $ 25,008
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Distributable cash flow (5) $ 47,219 $ 41,438 $ 14,492
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2004
Combined Successor Predecessor

July 13,
2004

Year Ended Year Ended
Year

Ended through January 1,
December

31,
December

31,
December

31,
December

31,
2004

through

2006 2005 2004 2004
July 12,

2004
Volumes (bpd) (6)

Pipelines:
Affiliates � refined product
pipelines 69,271 66,206 65,525 66,017 65,089
Affiliates � intermediate pipelines 57,658 28,267 � � �
Third parties 62,655 65,053 29,967 30,310 29,663

189,584 159,526 95,492 96,327 94,752

Terminals and truck loading racks:
Affiliates 118,202 120,795 114,991 114,690 115,259
Third parties 43,285 42,334 24,821 22,922 26,505

161,487 163,129 139,812 137,612 141,764

Total for pipelines and terminal
assets (bpd) 351,071 322,655 235,304 233,939 236,516

(1) Combined results for the year ended December 31, 2004 is not a calculation based upon U.S. generally accepted
accounting principles (�GAAP�), and is presented here to provide the investor with additional information for
comparing year-over-year information.

(2) Revenue and expense items generated by the crude system and Intermediate Pipeline assets that were not
contributed to HEP at inception in July 2004. Historically, these items were included in the income of NPL as
predecessor, but are not included in the income of HEP beginning July 13, 2004. The Intermediate Pipelines were
later purchased by HEP on July 8, 2005.

(3) Net income is allocated between limited partners and the general partner interest in accordance with the
provisions of the partnership agreement. Net income allocated to the general partner includes any incentive
distributions declared in the period. The limited partners� interest in net income is divided by the weighted average
limited partner units outstanding in computing the net income per unit applicable to limited partners.

(4) Earnings before interest, taxes, depreciation and amortization (�EBITDA�) is calculated as net income plus
(a) interest expense net of interest income and (b) depreciation and amortization. EBITDA is a non-GAAP
measure. However, the amounts included in the EBITDA calculation are derived from amounts included in our
consolidated financial statements. EBITDA should not be considered as an alternative to net income or operating
income, as an indication of our operating performance or as an alternative to operating cash flow as a measure of
liquidity. EBITDA is not necessarily comparable to similarly titled measures of other companies. EBITDA is
presented here because it is a widely used financial indicator used by investors and analysts to measure
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performance. EBITDA is also used by our management for internal analysis and as a basis for compliance with
financial covenants.

Set forth below is our calculation of EBITDA.

2004
Combined Successor Predecessor

July 13,
2004

Year
Ended

Year
Ended

Year
Ended through January 1,

December
31,

December
31,

December
31,

December
31,

2004
through

2006 2005 2004 2004
July 12,

2004
(In

thousands)
Net income $ 27,543 $ 26,816 $ 32,494 $ 11,390 $ 21,104

Add interest expense 12,088 8,848 531 531 �
Add amortization of discount and
deferred debt issuance costs 968 785 166 166 �
Subtract interest income (899) (649) (144) (65) (79)
Add depreciation and
amortization 15,330 14,201 7,224 3,241 3,983

EBITDA $ 55,030 $ 50,001 $ 40,271 $ 15,263 $ 25,008
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(5) Distributable cash flow is not a calculation based upon U.S. GAAP. However, the amounts included in the
calculation are derived from amounts separately presented in our consolidated financial statements, with the
exception of maintenance capital expenditures. Distributable cash flow should not be considered in isolation or as
an alternative to net income or operating income, as an indication of our operating performance or as an
alternative to operating cash flow as a measure of liquidity. Distributable cash flow is not necessarily comparable
to similarly titled measures of other companies. Distributable cash flow is presented here because it is a widely
accepted financial indicator used by investors to compare partnership performance. We believe that this measure
provides investors an enhanced perspective of the operating performance of our assets and the cash our business is
generating.

Set forth below is our calculation of distributable cash flow attributable to partners subsequent to the formation on
July 13, 2004.

Successor
July 13,

2004
Year

Ended Year Ended through
December

31,
December

31,
December

31,
2006 2005 2004

(In
thousands)

Net income $ 27,543 $ 26,816 $ 11,390

Add depreciation and amortization 15,330 14,201 3,241
Add amortization of discount and deferred debt issuance costs 968 785 166
Increase in deferred revenue 4,473 � �
Subtract maintenance capital expenditures* (1,095) (364) (305)

Distributable cash flow $ 47,219 $ 41,438 $ 14,492

* Maintenance
capital
expenditures are
capital
expenditures
made to replace
partially or fully
depreciated
assets in order
to maintain the
existing
operating
capacity of our
assets and to
extend their
useful lives.
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(6) The amounts reported represent volumes from the initial assets contributed to HEP at inception in July 2004 and
additional volumes from the assets acquired from Alon starting in March 2005 and the Intermediate Pipelines
acquired from Holly starting in July 2005. The amounts reported in the 2005 periods include volumes on the
acquired assets subsequent to the respective acquisition dates averaged over the full reported periods.
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Results of Operations � Year Ended December 31, 2006 Compared with Year Ended December 31, 2005
Summary
Net income was $27.5 million for the year ended December 31, 2006, an increase of $0.7 million from $26.8 million
for the year ended December 31, 2005. The increase in overall earnings was principally due to the earnings generated
from the Intermediate Pipelines acquired from Holly on July 8, 2005, for which we realized earnings for only six
months in 2005, and increases in volumes transported by affiliates on our intermediate and refined product pipeline
systems following Holly�s completion in June 2006 of an expansion of the Navajo Refinery. Also favorably impacting
earnings in 2006 were the effects of the annual tariff increases on our pipelines and the recognition of certain
previously deferred revenue. Partially offsetting these positive factors was a reduction of volumes transported and
terminalled in the second quarter of 2006 due to significant refinery downtime experienced by all of the refineries
utilizing our refined product distribution network (described below) and higher interest expense principally related to
the senior notes issued in connection with the pipeline and terminal assets acquired from Alon in early 2005 and the
Intermediate Pipelines acquired from Holly in July 2005.
Revenues
Revenues of $89.2 million for the year ended December 31, 2006 were $9.1 million greater than the $80.1 million for
the comparable period of 2005. This increase was principally due to an increase in volumes transported on the pipeline
and terminal assets acquired from Alon in early 2005 and the Intermediate Pipelines acquired from Holly in July 2005,
for which we realized revenues for only ten and six of the twelve months of 2005, respectively. Additionally,
favorably impacting revenues for the year ended December 31, 2006 was the recognition of certain previously
deferred revenue, an increase in volumes transported by affiliates following the Navajo Refinery expansion, and the
effects of the annual tariff increases on our pipelines. Partially offsetting these increases, was a reduction of volumes
transported and terminalled in the second quarter of 2006 due to significant refinery downtime experienced by all of
the refineries utilizing our refined product distribution network as discussed below. Also impacting revenue for the
year ended December 31, 2006, BP completed its obligation to pay the border crossing fee under BP�s Rio Grande
Pipeline contract in 2005. We did not have border crossing fee revenues for the year ended December 31, 2006, due to
the fulfillment of this contract.
All of the refineries utilizing our refined product distribution network, including Holly�s Navajo and Woods Cross
refineries and Alon�s Big Spring refinery, were required to produce ultra low sulfur diesel fuel (�ULSD�) by June 2006.
To meet this requirement, significant downtime at the refineries was required during the quarter ended June 30, 2006,
so that ULSD-associated projects could be brought on line. Additionally, Holly completed an expansion of the Navajo
Refinery, which required additional unit downtime. The tie-in of these new projects coming on line, combined with
other refinery maintenance, much of which was timed in conjunction with the capital projects, resulted in reduced
refinery production, which was the principal factor contributing to a significant volume decrease during the second
quarter of 2006.
Revenues from refined product pipelines increased by $2.7 million from $60.7 million for the year ended
December 31, 2005 to $63.4 million for the year ended December 31, 2006. Shipments on our refined product
pipelines averaged 131.9 thousand barrels per day (�mbpd�) for the year ended December 31, 2006 as compared to
131.3 mbpd for the year ended December 31, 2005. Refined product pipeline revenues for the year ended
December 31, 2006 were negatively impacted due to BP�s completion of its border crossing fee obligations under BP�s
Rio Grande Pipeline contract in early 2005. We had no border crossing fee revenues for the year ended December 31,
2006 as compared to $0.8 million in 2005 due to the fulfillment of this contract.
Revenues from the Intermediate Pipelines increased by $6.1 million from $4.6 million for the year ended
December 31, 2005 to $10.7 million for the year ended December 31, 2006. This increase includes $1.0
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million attributable to the recognition of previously deferred revenue as the contractual period for us to provide certain
pipeline services had expired. Shipments on the Intermediate Pipelines averaged 57.7 mbpd for the year ended
December 31, 2006 as compared to 28.3 mbpd for the year ended December 31, 2005. The increase was principally
due to realizing revenues for a full twelve months of volumes during the year ended December 31, 2006, while we
realized revenues for only six months during the year ended December 31, 2005.
Revenues from terminal and truck loading rack service fees increased by $0.4 million from $14.7 million for the year
ended December 31, 2005 to $15.1 million for the year ended December 31, 2006, principally due to rates increases in
terminal fees charged to our affiliates. Refined products terminalled in our facilities for the comparable periods
decreased to 161.5 mbpd in the year ended December 31, 2006 from 163.1 mbpd in the year ended December 31,
2005.
Operations Expense
Operations expense increased $3.3 million from the year ended December 31, 2005 to the year ended December 31,
2006. This increase in expense was principally due to $2.2 million of increased direct operating costs relating to the
assets acquired from Alon and direct operating costs of $0.7 million for the Intermediate Pipelines that were acquired
in July 2005. Additionally impacting operations expense were other year-over-year increases in pipeline and terminal
maintenance expense and direct operating costs relating to the personnel who support our operations.
Depreciation and Amortization
Depreciation and amortization was $1.1 million higher in the year ended December 31, 2006 than in the year ended
December 31, 2005, due principally to the increase in depreciation from the pipeline and terminal assets acquired from
Alon in 2005.
General and Administrative
General and administrative costs were $4.9 million for the year ended December 31, 2006, an increase of $0.9 million
from $4.0 million for the year ended December 31, 2005 due mainly to equity-based compensation expense and
business development costs.
Interest Expense
Interest expense for the year ended December 31, 2006 totaled $13.1 million, an increase of $3.5 million from
$9.6 million for the year ended December 31, 2005. The increase is due to the debt issued in connection with the Alon
and Intermediate Pipelines acquisitions. In the year ended December 31, 2006, interest expense consisted of:
$11.6 million of interest on the outstanding debt, net of the impact of the interest rate swap; $0.5 million of
commitment fees on the unused portion of the Credit Agreement; and $1.0 million of amortization of the discount on
the Senior Notes and deferred debt issuance costs. In the year ended December 31, 2005, interest expense consisted
of: $8.4 million of interest on the outstanding debt, net of the impact of the interest rate swap; $0.4 million of
commitment fees on the unused portion of the Credit Agreement; and $0.8 million of amortization of the discount on
the Senior Notes and deferred debt issuance costs.
Minority Interest in Earnings of Rio Grande
The minority interest related to the 30% of Rio Grande that we do not own for the year ended December 31, 2006 was
comparable to the year ended December 31, 2005. The minority interest in Rio Grande reduced our income by
$0.7 million for the years ended December 31, 2006 and 2005.
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Results of Operations � Year Ended December 31, 2005 Compared with Year Ended December 31, 2004
Summary
Net income was $26.8 million for the year ended December 31, 2005, a decrease of $5.7 million from $32.5 million
for the year ended December 31, 2004. The decrease in income was principally due to the inclusion in earnings of
$5.2 million in the prior year period of the crude oil and Intermediate Pipelines that were not contributed to the
Partnership at inception, reduced revenues from Rio Grande, general and administrative charges currently being
incurred by the Partnership that were not allocated prior to the initial public offering, and interest expense principally
related to the Senior Notes issued in connection with the Alon and Intermediate Pipelines transactions, partially offset
by the additional income generated from the assets acquired from Alon and the Intermediate Pipelines subsequently
acquired from Holly, and additional revenues from our existing pipelines and terminals.
Revenues
Revenues of $80.1 million for the year ended December 31, 2005 were $12.3 million greater than the $67.8 million in
the comparable period of 2004, principally due to $17.6 million of revenues from the pipeline and terminal assets
acquired from Alon on February 28, 2005 and $4.6 million of revenues from the Intermediate Pipeline assets acquired
from Holly on July 8, 2005, partially offset by revenues of $7.9 million in the year ended December 31, 2004 from
assets not originally contributed to the Partnership. Also, we had additional revenues from our existing pipelines and
terminals of $1.7 million and reduced revenues from the Rio Grande Pipeline of $3.7 million.
Revenues from refined product pipelines increased by $13.2 million from $47.5 million for the year ended
December 31, 2004 to $60.7 million for the year ended December 31, 2005. Shipments on our refined product
pipelines averaged 131.3 mbpd for the year ended December 31, 2005 as compared to 95.5 mbpd for the year ended
December 31, 2004, principally due to the incremental March to December 2005 volumes from the pipelines acquired
from Alon, combined with increased volumes shipped by Holly and its affiliates, partially offset by reduced volumes
shipped on the Rio Grande Pipeline.
Revenues from the Intermediate Pipelines purchased from Holly in July 2005 contributed $4.6 million to revenue in
the year ended December 31, 2005. Revenues from crude system and Intermediate Pipeline assets not contributed to
HEP were $7.9 million for the year ended December 31, 2004, as a result of including operations of the predecessor
only until July 13, 2004, the commencement of operations of HEP. As anticipated, during the first quarter of 2005,
based on the aggregate volumes shipped by BP on the Rio Grande Pipeline, BP is no longer required to pay the border
crossing fee pursuant to its contract. For the years ended December 31, 2005 and 2004, the border crossing fee was
$0.8 million and $4.5 million, respectively.
Revenues from terminal and truck loading rack service fees increased by $2.3 million from $12.4 million for the year
ended December 31, 2004 to $14.7 million for the year ended December 31, 2005. Refined products terminalled in
our facilities for the comparable periods rose to 163.1 mbpd in the year ended December 31, 2005 from 139.8 mbpd in
the year ended December 31, 2004, due to the incremental March to December 2005 volumes from the terminals
acquired from Alon and volume gains at our existing terminals.
Operations Expense
Operations expense increased $1.7 million from the year ended December 31, 2004 to the year ended December 31,
2005. This increase in expense was principally due to $3.4 million of operating costs relating to the assets acquired
from Alon, combined with operating costs of $0.6 million for the Intermediate Pipelines that were acquired in
July 2005, partially offset by operating costs of $2.3 million for the crude oil and Intermediate Pipelines that were not
contributed to HEP in July 2004.
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Depreciation and Amortization
Depreciation and amortization was $7.0 million higher in the year ended December 31, 2005 than in the year ended
December 31, 2004, due principally to the increase in depreciation from the assets acquired from Alon.
General and Administrative
General and administrative costs were $4.0 million for the year ended December 31, 2005, an increase of $2.1 million
from $1.9 million for the year ended December 31, 2004. No general and administrative costs were incurred prior to
HEP�s formation date of July 13, 2004, as Holly did not allocate any general and administrative costs to its
subsidiaries.
Interest Expense
Interest expense for the year ended December 31, 2005 totaled $9.6 million, an increase of $8.9 million from
$0.7 million for the year ended December 31, 2004. The increase is due to the debt issued in connection with the Alon
and Intermediate Pipelines acquisitions. In the year ended December 31, 2005, interest expense consisted of:
$8.4 million of interest on the outstanding debt, net of the impact of the interest rate swap; $0.4 million of
commitment fees on the unused portion of the Credit Agreement; and $0.8 million of amortization of the discount on
the Senior Notes and deferred debt issuance costs. As no interest expense was incurred prior to formation on July 13,
2004, only $0.7 million of interest expense was recorded on the Credit Agreement and commitment fees for the year
ended December 31, 2004.
Minority Interest in Earnings of Rio Grande
The minority interest related to the 30% of Rio Grande that we do not own reduced our income by $0.7 million in year
ended December 31, 2005 compared to $2.0 million in the year ended December 31, 2004.
LIQUIDITY AND CAPITAL RESOURCES
Overview
In conjunction with our initial public offering on July 13, 2004, we entered into a four-year, $100.0 million senior
secured revolving credit agreement. During 2005, amendments were made to the Credit Agreement to allow for the
closing of the Alon transaction and the related Senior Notes offering, the closing of the Holly Intermediate Pipelines
transaction and to amend certain of the restrictive covenants. As of December 31, 2006, we had no amounts
outstanding under the Credit Agreement. The Credit Agreement is available to fund capital expenditures, acquisitions,
and working capital and for general partnership purposes.
We financed the $120.0 million cash portion of the consideration for the Alon transaction through our private offering
on February 28, 2005 of $150.0 million of 6.25% Senior Notes due 2015. We used the balance to repay $30.0 million
of outstanding indebtedness under our Credit Agreement, including $5.0 million drawn shortly before the closing of
the Alon transaction. We financed a portion of the cash consideration for the Intermediate Pipelines transaction with
the private offering in June 2005 of an additional $35.0 million in principal amount of the Senior Notes. On July 28,
2005, we filed a registration statement to allow the holders of the Senior Notes to exchange the Senior Notes for
exchange notes registered with the SEC with substantially identical terms, which exchange was completed in
October 2005.
We financed a portion of the cash consideration paid for the Intermediate Pipelines with $45.1 million of proceeds
raised from the private sale of 1,100,000 of our common units to a limited number of institutional investors which
closed simultaneously with the closing of the acquisition of the Intermediate Pipelines on July 8, 2005. On
September 2, 2005, we filed a registration statement with the SEC using a �shelf� registration process which allows the
institutional investors to freely transfer their units.
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Additionally under this shelf process, we may offer from time to time up to $800.0 million of our securities, through
one or more prospectus supplements that would describe, among other things, the specific amounts, prices and terms
of any securities offered and how the proceeds would be used. Any proceeds from the sale of securities would be used
for general business purposes, which may include, among other things, funding acquisitions of assets or businesses,
working capital, capital expenditures, investments in subsidiaries, the retirement of existing debt and/or the repurchase
of common units or other securities.
As of December 31, 2006, we have no amounts outstanding under the Credit Agreement, and now have
$100.0 million available and unused under our revolving credit facility. We believe our current cash balances, future
internally-generated funds and funds available under our Credit Agreement will provide sufficient resources to meet
our working capital liquidity needs for the foreseeable future. In February, May, August and November 2006, we paid
regular quarterly cash distributions of $0.625, $0.64, $0.655 and $0.665, respectively, on all units, an aggregate
amount of $43.7 million. Included in these distributions was an aggregate of $1.2 million paid to the general partner as
incentive distributions, as the quarterly distributions per unit exceeded the target distribution amount of $0.55.
Cash and cash equivalents decreased by $9.0 million during the year ended December 31, 2006. The cash flow
generated from operating activities of $45.9 million was less than cash used for investing and financing activities of
$9.1 million and $45.8 million, respectively. Working capital decreased by $10.0 million to $9.5 million during the
year ended December 31, 2006.
Cash Flows � Operating Activities
Year Ended December 31, 2006 Compared with Year Ended December 31, 2005
Cash flows from operating activities increased by $3.3 million from $42.6 million for the year ended December 31,
2005 to $45.9 million for the year ended December 31, 2006. This increase is mainly due to $13.5 million additional
cash collections from customers on the Alon assets and Intermediate Pipelines purchased in 2005. This increase of
cash collections is partially offset by increased operations expense of $2.8 million on these new assets and increased
cash payments for interest of $7.1 million, principally on the debt issued for these acquisitions. The remaining
decrease in cash flows from operating activities is due to miscellaneous year-over-year changes in collections and
payments, offset by lower pre-payments in 2006.
As discussed above, our major shippers are obligated to make deficiency payments to us if we do not receive certain
minimum revenue payments. The shippers then have the right to recapture these amounts if future revenues exceed
certain levels. During the year ended December 31, 2006, we received cash payments of approximately $5.6 million
under these commitments, of which $0.9 million was recaptured in 2006. We collected $1.0 million during the year
ended December 31, 2005 related to 2005 shortfalls, which expired without recapture and was recognized as revenue
in the year ended December 31, 2006. Another $1.3 million is included in our accounts receivable at December 31,
2006 related to shortfalls produced in the fourth quarter of 2006.
Year Ended December 31, 2005 Compared with Year Ended December 31, 2004
Cash flows from operating activities increased by $26.7 million from $15.9 million for the year ended December 31,
2004 to $42.6 million for the year ended December 31, 2005. Cash flows from operating activities for 2004 were
comparatively low principally because Holly utilized a common treasury function for all of its subsidiaries prior to our
formation on July 13, 2004, whereby all cash receipts were deposited in Holly bank accounts and all cash
disbursements were made from these common accounts. Thus, prior to our initial public offering, no cash balances
were reflected in the accounts of HEP�s predecessor, NPL, other than the cash balances of Rio Grande. Accordingly,
$33.0 million of NPL�s revenue and $12.2 million of operations expense prior to formation of HEP were not included
in HEP�s cash flows in 2004.
The acquisitions of the Alon assets and the Intermediate Pipelines impacted operating cash flows by providing
$21.8 million of customer collections and $4.5 million of expenditures in 2005. Our net interest expense increased
$8.9 million, principally for the issuances of Senior Notes to finance the Alon assets and Intermediate Pipelines
acquisitions. Also, our expenditures for general and administrative costs
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increased by $2.5 million from 2004 to 2005, due mainly to the fact that Holly did not allocate general and
administrative expenses to us prior to our formation in 2004.
Cash Flows � Investing Activities
Year Ended December 31, 2006 Compared with Year Ended December 31, 2005
Cash flows used for investing activities decreased by $122.7 million from $131.8 million for the year ended
December 31, 2005 to $9.1 million for the year ended December 31, 2006. On February 28, 2005, we closed on the
Alon transaction which required $120.0 million in cash plus transaction costs of $2.0 million. Additionally, we issued
937,500 Class B subordinated units valued at $24.7 million to Alon as part of the consideration. See �Alon Transaction�
below for additional information. On July 8, 2005, we closed on the acquisition of the Holly Intermediate Pipelines for
$81.5 million, which consisted of $77.7 million in cash, 70,000 common units of HEP and a capital account credit of
$1.0 million to maintain Holly�s existing general partner interest in the Partnership. As this was a transaction between
entities under common control, we recorded the acquired assets at Holly�s historic book value. This resulted in
payment to Holly of a purchase price of $71.9 million in excess of the basis of the assets received, which is included
in cash flows from financing activities. See �Holly Intermediate Pipelines Transaction� below for additional
information. Additions to properties and equipment for the year ended December 31, 2006 was $9.1 million, an
increase of $5.2 million from $3.9 million for the year ended December 31, 2005.
Year Ended December 31, 2005 Compared with Year Ended December 31, 2004
Cash flows used for investing activities increased by $128.8 million from $3.0 million for the year ended
December 31, 2004 to $131.8 million for the year ended December 31, 2005. On February 28, 2005, we closed on the
Alon transaction which required $120.0 million in cash plus transaction costs of $2.0 million. Additionally, we issued
937,500 Class B subordinated units valued at $24.7 million to Alon as part of the consideration. See �Alon Transaction�
below for additional information. On July 8, 2005, we closed on the acquisition of the Holly Intermediate Pipelines for
$81.5 million, which consisted of $77.7 million in cash, 70,000 common units of HEP and a capital account credit of
$1.0 million to maintain Holly�s existing general partner interest in the Partnership. As this was a transaction between
entities under common control, we recorded the acquired assets at Holly�s historic book value. This resulted in
payment to Holly of a purchase price of $71.9 million in excess of the basis of the assets received, which is included
in cash flows from financing activities. See �Holly Intermediate Pipelines Transaction� below for additional
information. Additions to properties and equipment for the year ended December 31, 2005 was $3.9 million, an
increase of $0.9 million from $3.0 million for the year ended December 31, 2004.
Cash Flows � Financing Activities
Year Ended December 31, 2006 Compared with Year Ended December 31, 2005
Cash flows used for financing activities amounted to $45.8 million for the year ended December 31, 2006. This
compared to cash flows provided by financing activities of $90.6 million for the year ended December 31, 2005. In
February 2005, we received proceeds of $147.4 million from the issuance of Senior Notes in connection with the Alon
asset acquisition. Additionally, we used proceeds from the original Senior Note offering to repay $30.0 million of
outstanding indebtedness under our Credit Agreement, including $5.0 million drawn shortly before the closing of the
Alon transaction. In June 2005, in anticipation of the July Holly Intermediate Pipelines transaction, we received
additional proceeds from Senior Notes issued of $33.8 million. See �Senior Notes Due 2015� below for additional
information. We financed a portion of the cash consideration paid for the Intermediate Pipelines with $45.1 million of
proceeds raised from the private sale of 1,100,000 of our common units to a limited number of institutional investors
which closed simultaneously with the closing of the acquisition of the Intermediate Pipelines on July 8, 2005. Of the
cash paid to Holly for the Intermediate Pipelines, the excess cash paid over the asset basis was $71.9 million. During
the year ended December 31, 2006, we paid cash distributions on all units and the general partner interest in the
aggregate amount of $43.7 million, an increase of $8.7 million from $35.0 million in distributions paid during the year
ended December 31, 2005. Distributions to the minority interest owner in Rio Grande were $1.5 million for the year
ended December 31, 2006, a decrease of $0.7 million from $2.2 million for the year months ended December 31,
2005. Other cash flows from financing activities during the year ended December 31, 2005 included an
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additional capital contribution from our general partner of $0.6 million and deferred debt issuance costs incurred of
$1.2 million.
Year Ended December 31, 2005 Compared with Year Ended December 31, 2004
Cash flows provided by financing activities amounted to $90.6 million for the year ended December 31, 2005. This
compared to cash flows used in financing activities of $0.5 million in the year ended December 31, 2004. In
February 2005, we received proceeds of $147.4 million from the issuance of Senior Notes in connection with the Alon
asset acquisition. Additionally, we used proceeds from the original senior note offering to repay $30.0 million of
outstanding indebtedness under our Credit Agreement, including $5.0 million drawn shortly before the closing of the
Alon transaction. In June 2005, in anticipation of the July 2005 Holly Intermediate Pipelines transaction, we received
additional proceeds from Senior Notes issued of $33.9 million. See �Senior Notes Due 2015� below for additional
information. We financed a portion of the cash consideration paid for the Intermediate Pipelines with $45.1 million of
proceeds raised from the private sale of 1,100,000 of our common units to a limited number of institutional investors
which closed simultaneously with the closing of the acquisition of the Intermediate Pipelines on July 8, 2005. Of the
cash paid to Holly for the Intermediate Pipelines, the excess cash paid over the asset basis was $71.9 million. During
2005, we paid cash distributions on all units and the general partner interest in the aggregate amount of $35.0 million.
Other cash flows from financing activities during the year ended December 31, 2005 included an additional capital
contribution from our general partner of $0.6 million and deferred debt issuance costs incurred of $1.2 million. We
completed our initial public offering of 7,000,000 common units on July 13, 2004, receiving net proceeds of
$145.5 million and drawing $25.0 million on our Credit Agreement. The proceeds from these financings were utilized
to repay $30.1 million owed to Holly as well as making a $125.6 million distribution to Holly. In addition, we used
$3.5 million to pay for offering costs and $1.4 million to pay deferred debt issuance costs associated with our Credit
Agreement. We also paid $0.7 million in late 2004 in deferred debt costs relating to the financing of the then pending
Alon transaction. Distributions to the minority interest owner in Rio Grande were $2.2 million for the year ended
December 31, 2005, a decrease of $1.0 million from $3.2 million for the year months ended December 31, 2004.
Capital Requirements
Our pipeline and terminalling operations are capital intensive, requiring investments to maintain, expand, upgrade or
enhance existing operations and to meet environmental and operational regulations. Our capital requirements have
consisted of, and are expected to continue to consist of, maintenance capital expenditures and expansion capital
expenditures. Maintenance capital expenditures represent capital expenditures to replace partially or fully depreciated
assets to maintain the operating capacity of existing assets. Maintenance capital expenditures include expenditures
required to maintain equipment reliability, tankage and pipeline integrity, and safety and to address environmental
regulations. Expansion capital expenditures represent capital expenditures to expand the operating capacity of existing
or new assets, whether through construction or acquisition. Expansion capital expenditures include expenditures to
acquire or construct assets to grow our business and to expand existing facilities, such as projects that increase
throughput capacity on our pipelines and in our terminals. Repair and maintenance expenses associated with existing
assets that are minor in nature and do not extend the useful life of existing assets are charged to operating expenses as
incurred.
Each year the HLS board of directors approves our annual capital budget, which specifies capital projects that our
management is authorized to undertake. Additionally, at times when conditions warrant or as new opportunities arise,
special projects may be approved. The funds allocated for a particular capital project may be expended over a period
of years, depending on the time required to complete the project. Therefore, our planned capital expenditures for a
given year consist of expenditures approved for capital projects included in the current year�s capital budget as well as,
in certain cases, expenditures approved for capital projects in capital budgets for prior years.
In February 2007, the HLS board of directors authorized a letter of intent with Plains for HEP to acquire a 25% joint
venture interest in a new 95-mile intrastate pipeline system, now being constructed by Plains, for the shipment of up to
120,000 bpd of crude oil into the Salt Lake City area. The pipeline would be owned by a new joint venture company
which would be owned 75% by Plains and 25% by HEP. Subject to the
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actual construction cost, HEP would purchase its interest for between $22.0 and $25.5 million in the first quarter of
2008, when the new pipeline system is expected to become fully operational. The pipeline is being built to allow
various refiners in the Salt Lake City area, including Holly�s Woods Cross Refinery, to ship crude oil into the Salt
Lake City area from the Utah terminus of the Frontier Pipeline as well as crude oil from Wyoming and Utah, which is
currently flowing on Plains� Rocky Mountain Pipeline. Our investment in the project is subject to various conditions,
including the negotiation and execution of mutually satisfactory definitive agreements. This investment is expected to
take the place of a project that we had been considering to construct and operate a new pipeline called the Porcupine
Ridge Pipeline to transport crude oil from the Utah terminus of the Frontier Pipeline to Salt Lake City.
We anticipate that our currently planned expenditures for sustaining and maintenance capital as well as expenditures
for smaller capital development projects (including the investment in the Utah crude oil pipeline project as described
in the preceding paragraph) will be funded with existing cash balances, cash generated by operations and advances
under our four-year $100 million senior secured revolving Credit Agreement.
The HLS board of directors is also considering a project to construct a 12-inch pipeline from Salt Lake City to Las
Vegas, with service also to the Cedar City, Utah area. The initial capacity of the pipeline would be approximately
62,000 bpd, and it is expected that the capacity could be later increased up to approximately 118,000 bpd by adding
pump stations. The cost of the pipeline is expected to be approximately $235 million, and the total cost of the project
including terminals is expected to be approximately $300 million. We are currently in the process of soliciting
potential shippers for binding commitments through an �open season� extending to the latter part of March 2007, and we
expect to make a final decision on whether to proceed with this project based on the level of commitment from
shippers. Certain preliminary work has already been carried out on this project by Holly, but as of the date of this
report we have not expended HEP funds or committed to do so with respect to the project. If we choose to carry out
this project, our financing for the project would include reimbursement to Holly for previous expenditures and
assumption of any commitments previously made by Holly with respect to the project, and might also involve an
investment in the project by one or more other companies, making our investment proportionately less.
We expect to use the issuance of common units and/or debt securities as the principal means of financing large
investments in major capital projects such as the proposed Salt Lake City to Las Vegas pipeline project described in
the preceding paragraph.
Credit Agreement
In conjunction with our initial public offering on July 13, 2004, we entered into a four-year, $100.0 million senior
secured revolving Credit Agreement. Union Bank of California, N.A. is a lender and serves as administrative agent
under this agreement. Upon closing of our initial public offering, we drew $25.0 million under the Credit Agreement,
which was outstanding at December 31, 2004.
We amended the Credit Agreement effective February 28, 2005 to allow for the closing of the Alon transaction and
the related Senior Notes offering as well as to amend certain of the restrictive covenants. With a portion of the
proceeds from the Senior Notes offering, we repaid $30.0 million of outstanding indebtedness under the Credit
Agreement, including $5.0 million drawn shortly before the closing of the Alon transaction. As of June 17, 2005, we
amended the Credit Agreement to restate the definition of certain terms used in the restrictive covenants. Additionally,
we amended the Credit Agreement effective July 8, 2005 to allow for the closing of the Holly Intermediate Pipelines
transaction as well as to amend certain of the restrictive covenants. As of December 31, 2006, we had no amounts
outstanding under the Credit Agreement.
The Credit Agreement is available to fund capital expenditures, acquisitions, and working capital and for general
partnership purposes. Advances under the Credit Agreement that are designated for working capital are short-term
liabilities. Other advances under the Credit Agreement are classified as long-term liabilities. In addition, the Credit
Agreement is available to fund letters of credit up to a $50.0 million sub-limit. Up to $5.0 million is available to fund
distributions to unitholders.
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We have the right to request an increase in the maximum amount of the Credit Agreement, up to $175.0 million. Such
request will become effective if (a) certain conditions specified in the Credit Agreement are met and (b) existing
lenders under the Credit Agreement or other financial institutions reasonably acceptable to the administrative agent
commit to lend such increased amounts under the agreement.
Our obligations under the Credit Agreement are secured by substantially all of our assets. Indebtedness under the
Credit Agreement is recourse to our general partner and guaranteed by our wholly-owned subsidiaries.
We may prepay all loans at any time without penalty. We are required to reduce all working capital borrowings under
the Credit Agreement to zero for a period of at least 15 consecutive days once each twelve-month period prior to the
maturity date of the agreement.
Indebtedness under the Credit Agreement bears interest, at our option, at either (a) the base rate as announced by the
administrative agent plus an applicable margin (ranging from 0.25% to 1.00%) or (b) at a rate equal to the London
Interbank Offered Rate (�LIBOR�) plus an applicable margin (ranging from 1.50% to 2.25%). In each case, the
applicable margin is based upon the ratio of our funded debt (as defined in the agreement) to EBITDA (earnings
before interest, taxes, depreciation and amortization, as defined in the Credit Agreement). We incur a commitment fee
on the unused portion of the Credit Agreement at a rate of 0.375% or 0.500% based upon the ratio of our funded debt
to EBITDA for the four most recently completed fiscal quarters. At December 31, 2006, we are subject to the 0.500%
rate on the $100.0 million of the unused commitment on the Credit Agreement. The agreement matures in July 2008.
At that time, the agreement will terminate and all outstanding amounts thereunder will be due and payable.
The Credit Agreement imposes certain requirements, including: a prohibition against distribution to unitholders if,
before or after the distribution, a potential default or an event of default as defined in the agreement would occur;
limitations on our ability to incur debt, make loans, acquire other companies, change the nature of our business, enter
a merger or consolidation, or sell assets; and covenants that require maintenance of EBITDA to interest expense ratio
and debt to EBITDA ratio. If an event of default exists under the agreement, the lenders will be able to accelerate the
maturity of the debt and exercise other rights and remedies.
Senior Notes Due 2015
We financed the $120.0 million cash portion of the consideration for the Alon transaction through our private offering
on February 28, 2005 of $150.0 million principal amount of 6.25% Senior Notes due 2015. We used the balance to
repay $30.0 million of outstanding indebtedness under our Credit Agreement, including $5.0 million drawn shortly
before the closing of the Alon transaction. We financed a portion of the cash consideration for the Intermediate
Pipelines transaction with the private offering in June 2005 of an additional $35.0 million in principal amount of the
Senior Notes.
The Senior Notes mature on March 1, 2015 and bear interest at 6.25%. The Senior Notes are unsecured and impose
certain restrictive covenants, including limitations on our ability to incur additional indebtedness, make investments,
sell assets, incur certain liens, pay distributions, enter into transactions with affiliates, and enter into mergers. At any
time when the Senior Notes are rated investment grade by both Moody�s and Standard & Poor�s and no default or event
of default exists, we will not be subject to many of the foregoing covenants. Additionally, we have certain redemption
rights under the Senior Notes.
The $185.0 million principal amount of Senior Notes is recorded at $180.7 on our accompanying consolidated balance
sheet at December 31, 2006. The difference is due to the $3.1 million unamortized discount and $1.2 relating to the
fair value of the interest rate swap contract discussed below.
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Alon Transaction
The total consideration paid for the Alon pipeline and terminal assets was $120.0 million in cash and 937,500 of our
Class B subordinated units which, subject to certain conditions, will convert into an equal number of common units in
five years. We financed the cash portion of the Alon transaction through our private offering of the $150.0 million
Senior Notes. We used the proceeds of the offering to fund the $120.0 million cash portion of the consideration for the
Alon transaction, and used the balance to repay $30.0 million of outstanding indebtedness under our Credit
Agreement, including $5.0 million drawn shortly before the closing of the Alon transaction. In connection with the
Alon transaction, we entered into the 15-year Alon PTA. Under the Alon PTA, Alon agreed to transport on our
pipelines and throughput in our terminals a volume of refined products that would result in minimum revenue levels
each year that will change annually based on changes in the PPI, but will not decrease below the initial $20.2 million
annual amount. The total annual commitment following the March 1, 2006 PPI adjustment, is $20.5 million.
The consideration for the Alon pipeline and terminal assets was allocated to the individual assets acquired based on
their estimated fair values as determined by an independent appraisal. The aggregate consideration amounted to
$146.7 million, which consisted of $24.7 million fair value of our Class B subordinated units, $120.0 million in cash
and $2.0 million of transaction costs. In accounting for this acquisition, we recorded pipeline and terminal assets of
$86.7 million and an intangible asset of $60.0 million, representing the value of the 15-year pipelines and terminals
agreement for transportation.
Holly Intermediate Pipelines Transaction
On July 6, 2005, we entered into the Purchase Agreement with Holly to acquire Holly�s two 65-mile parallel
Intermediate Pipelines which connect its Lovington, New Mexico and Artesia, New Mexico refining facilities. On
July 8, 2005, we closed on the acquisition for $81.5 million, which consisted of $77.7 million in cash, 70,000 common
units of HEP and a capital account credit of $1.0 million to maintain Holly�s existing general partner interest in the
Partnership. We financed the cash portion of the consideration for the Intermediate Pipelines with the proceeds raised
from (a) the private sale of 1,100,000 of our common units for $45.1 million to a limited number of institutional
investors which closed simultaneously with the acquisition and (b) an additional $35.0 million in principal amount of
our 6.25% Senior Notes due 2015. This acquisition was made pursuant to an option to purchase these pipelines
granted by Holly to us at the time of our initial public offering in July 2004.
In connection with this transaction, we entered into a 15-year pipelines agreement with Holly. Under this agreement,
Holly agreed to transport volumes of intermediate products on the Intermediate Pipelines that, at the agreed tariff
rates, will result in minimum funds to us of $11.8 million in the initial contract year. The total annual commitment
following the July 1, 2006 PPI adjustment, is $12.4 million.
As this transaction is among entities under common control, we recorded the acquired assets at Holly�s historic book
value of $6.8 million. This resulted in payment to Holly of a purchase price of $71.9 million in excess of the basis of
the assets received and a $71.9 million reduction of our net partners� equity.
Contractual Obligations and Contingencies
The following table presents our long-term contractual obligations as of December 31, 2006.
� The pipeline operating lease amounts below reflect the exercise of the first of three 10-year extensions, effective

July 2007, on our lease agreement for the refined products pipeline between White Lakes Junction and Kuntz
Station in New Mexico. However, these amounts exclude the second and third 10-year lease extensions which are
likely to be exercised.

� Most of our right of way agreements are renewable on an annual basis, and the right of way lease payments
below include only obligations under the remaining non-cancelable terms of these agreements at December 31,
2006. For the foreseeable future, we intend to continue renewing these agreements and expect to incur right of
way expenses in addition to the payments listed below.
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Payments Due by Period
Less
than Over 5

Total 1 Year 2-3 Years 4-5 Years Years
(In thousands)

Long-term debt � principal $ 185,000 $ � $ � $ � $ 185,000
Long-term debt � interest 98,281 11,563 23,125 23,125 40,468
Pipeline operating lease 61,401 5,848 11,695 11,695 32,163
Right of way leases 1,793 165 578 80 970
Other 2,174 1,781 393 � �

Total $ 348,649 $ 19,357 $ 35,791 $ 34,900 $ 258,601

Impact of Inflation
Inflation in the United States has been relatively low in recent years and did not have a material impact on our results
of operations for the years ended December 31, 2006, 2005 and 2004.
A substantial majority of our revenues are generated under long-term contracts that include the right to increase our
rates and minimum revenue guarantees annually for increases in the PPI. Historically, the PPI has increased an
average of 2.5% annually over the past 5 calendar years.
Environmental Matters
Our operation of pipelines, terminals, and associated facilities in connection with the storage and transportation of
refined products is subject to stringent and complex federal, state, and local laws and regulations governing the
discharge of materials into the environment, or otherwise relating to the protection of the environment. For additional
discussion on environmental matter, please see �Environmental Regulation and Remediation� under Item 1, �Business�.
CRITICAL ACCOUNTING POLICIES
Our discussion and analysis of our financial condition and results of operations are based upon our consolidated
financial statements, which have been prepared in accordance with accounting principles generally accepted in the
United States. The preparation of these financial statements requires us to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and
liabilities as of the date of the financial statements. Actual results may differ from these estimates under different
assumptions or conditions. We consider the following policies to be the most critical to understanding the judgments
that are involved and the uncertainties that could impact our results of operations, financial condition and cash flows.
Revenue Recognition
Revenues are recognized as products are shipped through our pipelines and terminals, except that prior to January 1,
2004, pipeline tariff and terminal services fee revenues were not recorded on services utilizing non-FERC regulated
pipelines. These revenues had not previously been recognized as the pipelines and terminals were operated as a
component of Holly�s petroleum refining and marketing business. Commencing January 1, 2004, we began charging
Holly pipeline tariffs and terminal service fees in the amounts set forth in the Holly PTA. Additional pipeline
transportation revenues result from an operating lease by Alon USA, L.P. of an interest in the capacity of one of our
pipelines.
Billings to customers for obligations under their quarterly minimum revenue commitments are recorded as deferred
revenue liabilities if the customer has the right to receive future services for these billings. The revenue is recognized
at the earlier of:
� the customer receives the future services provided by these billings,

� the period in which the customer is contractually allowed to receive the services expires, or

� we determine a high likelihood that we will not be required to provide services within the allowed period.
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The only revenues reflected in the historical financial data prior to January 1, 2004 are from (a) third parties who used
our pipelines and terminals, (b) Holly�s use of our Artesia, New Mexico to Orla, Texas to El Paso refined product
pipeline and (c) Holly�s use of the Lovington crude oil pipelines, which were not contributed to us.
Long-Lived Assets
We calculate depreciation and amortization based on estimated useful lives and salvage values of our 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 competition, regulation or environmental matters could cause us to change our estimates,
thus impacting the future calculation of depreciation and amortization. We evaluate long-lived assets for potential
impairment by identifying whether indicators of impairment exist and, if so, assessing whether the long-lived assets
are recoverable from estimated future undiscounted cash flows. The actual amount of impairment loss, if any, to be
recorded is equal to the amount by which a long-lived asset�s carrying value exceeds its fair value. Estimates of future
discounted cash flows and fair value of assets require subjective assumptions with regard to future operating results,
and actual results could differ from those estimates. No impairments of long-lived assets were recorded during the
years ended December 31, 2006, 2005 and 2004.
Contingencies
It is common in our industry to be subject to proceedings, lawsuits and other claims related to environmental, labor,
product and other matters. We are required to assess the likelihood of any adverse judgments or outcomes to these
types of matters as well as potential ranges of probable losses. A determination of the amount of reserves required, if
any, for these types of contingencies is made after careful analysis of each individual issue. The required reserves may
change in the future due to developments in each matter or changes in approach such as a change in settlement
strategy in dealing with these potential matters.
Recent Accounting Pronouncements
Statement of Financial Accounting Standards (�SFAS�) No. 154 �Accounting Changes and Error Corrections � a
replacement of APB Opinion No. 20 and FASB Statement No. 3�
In May 2005, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 154, �Accounting Changes and
Error Corrections � a replacement of APB Opinion No. 20 and SFAS No. 3.� This statement changes the requirements
for accounting for and reporting a change in accounting principle and applies to all voluntary changes in accounting
principles. It also applies to changes required by an accounting pronouncement in the unusual instance that the
pronouncement does not include specific transition provisions. When a pronouncement includes specific transition
provisions, those provisions should be followed. This statement requires retrospective application to prior periods�
financial statements of changes in accounting principle, unless it is impracticable to determine either the
period-specific effects or the cumulative effect of the change. We adopted this standard effective January 1, 2006. The
adoption of this standard did not have a material effect on our financial condition, results of operations and cash flows.
Interpretation No. 48 �Accounting for Uncertainty in Income Taxes�
In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes. This interpretation
clarifies the accounting for uncertainty in income taxes recognized in an enterprise�s financial statements by
prescribing a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. This interpretation also provides guidance
on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. This
interpretation is effective for fiscal years beginning after December 15, 2006. We do not anticipate that the adoption of
this interpretation will have a material effect on our financial condition, results of operations and cash flows.

- 49 -

Edgar Filing: UBS AG - Form 424B2

Table of Contents 54



Table of Contents

SFAS No. 157 �Fair Value Measurements�
In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This standard simplifies and codifies
guidance on fair value measurements under generally accepted accounting principles. This standard defines fair value,
establishes a framework for measuring fair value and prescribes expanded disclosures about fair value measurements.
This standard is effective for fiscal years beginning after November 15, 2007. We do not anticipate that the adoption
of this interpretation will have a material effect on our financial condition, results of operations and cash flows.
RISK MANAGEMENT
We have entered into an interest rate swap contract to effectively convert the interest expense associated with
$60.0 million of our 6.25% Senior Notes from a fixed rate to variable rates. Under the swap agreement, we receive
6.25% fixed rate on the notional amount and pay a variable rate equal to three month LIBOR plus an applicable
margin of 1.1575%. The variable rate being paid on the notional amount at December 31, 2006 was 6.5269%,
including the applicable margin. The maturity of the swap contract is March 1, 2015, matching the maturity of the
Senior Notes.
This interest rate swap has been designated as a fair value hedge as defined by SFAS No. 133. Our interest rate swap
meets the conditions required to assume no ineffectiveness under SFAS No. 133 and, therefore, we have used the
�shortcut� method of accounting prescribed for fair value hedges by SFAS No. 133. Accordingly, we adjust the carrying
value of the swap to its fair value each quarter, with an offsetting entry to adjust the carrying value of the debt
securities whose fair value is being hedged. We record interest expense equal to the variable rate payments under the
swaps.
The fair value of the interest rate swap agreement of $1.2 million is included in �Other long-term liabilities� in our
accompanying consolidated balance sheet at December 31, 2006. The offsetting entry to adjust the carrying value of
the debt securities whose fair value is being hedged is recognized as a reduction of �Long-term debt� on our
accompanying consolidated balance sheet at December 31, 2006.
The market risk inherent in our debt instruments and positions is the potential change arising from increases or
decreases in interest rates as discussed below.
At December 31, 2006, we had an outstanding principal balance on our unsecured Senior Notes of $185.0 million. By
means of our interest rate swap contract, we have effectively converted $60.0 million of the Senior Notes from a fixed
rate to variable rate. For the fixed rate debt portion of $125.0 million, changes in interest rates would generally affect
the fair value of the debt, but not our earnings or cash flows. Conversely, for the variable rate debt portion of
$60.0 million, changes in interest rates would generally not impact the fair value of the debt, but may affect our future
earnings and cash flows. We estimate a hypothetical 10% change in the yield-to-maturity applicable to our fixed rate
debt portion of $125.0 million as of December 31, 2006 would result in a change of approximately $5.2 million in the
fair value of the debt. A hypothetical 10% change in the interest rate applicable to our variable rate debt portion of
$60.0 million would not have a material effect on our earnings or cash flows.
At December 31, 2006, our cash and cash equivalents included highly liquid investments with a maturity of three
months or less at the time of purchase. Due to the short-term nature of our cash and cash equivalents, a hypothetical
10% increase in interest rates would not have a material effect on the fair market value of our portfolio. Since we have
the ability to liquidate this portfolio, we do not expect our operating results or cash flows to be materially affected to
any significant degree by the effect of a sudden change in market interest rates on our investment portfolio.
Our operations are subject to normal hazards of operations, including fire, explosion and weather-related perils. We
maintain various insurance coverages, including business interruption insurance, subject to certain deductibles. We are
not fully insured against certain risks because such risks are not fully insurable, coverage is unavailable, or premium
costs, in our judgment, do not justify such expenditures.
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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. See �Risk Management� under
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� for a discussion of market
risk exposures that we have with respect to our cash and cash equivalents and long-term debt. We utilize derivative
instruments to hedge our interest rate exposure, also discussed under �Risk Management.�
Since we do not own products shipped on our pipelines or terminalled at our terminal facilities we do not have market
risks associated with commodity prices.
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Item 8. Financial Statements and Supplementary Data
MANAGEMENT�S REPORT ON ITS ASSESSMENT OF THE COMPANY�S INTERNAL CONTROL OVER
FINANCIAL REPORTING
Management of Holly Energy Partners, L.P. (the �Partnership�) is responsible for establishing and maintaining adequate
internal control over financial reporting.
All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation.
Management assessed the Partnership�s internal control over financial reporting as of December 31, 2006 using the
criteria for effective control over financial reporting established in �Internal Control � Integrated Framework� issued by
the Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, management
believes that, as of December 31, 2006, the Partnership maintained effective internal control over financial reporting.
The Partnership�s independent registered public accounting firm has issued an attestation report on management�s
assessment of the Partnership�s internal control over financial reporting. That report appears on page 53.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors of Holly Logistic Services, L.L.C. and
Unitholders of Holly Energy Partners, L.P.
We have audited management�s assessment, included in the accompanying managements� report, that Holly Energy
Partners, L.P. (the �Partnership�) maintained effective internal control over financial reporting as of December 31 2006,
based on criteria established in Internal Control�Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the �COSO criteria�). The Partnership�s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting. Our responsibility is to express an opinion on management�s assessment and an
opinion on the effectiveness of the partnership�s internal control over financial reporting based on our audit.
We conducted our audit 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
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, evaluating management�s assessment, testing and
evaluating the design and operating effectiveness of internal control, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
A company�s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company�s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company�s assets that could have
a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
In our opinion, management�s assessment that the Partnership maintained effective internal control over financial
reporting as of December 31, 2006, is fairly stated, in all material respects, based on the COSO criteria. Also, in our
opinion, the Partnership maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2006, based on the COSO criteria.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Holly Energy Partners, L.P. as of December 31, 2006 and 2005, and the
related consolidated statements of income, Partners� equity (deficit), and cash flows for the years ended December 31,
2006 and 2005 (successor), the period from July 13, 2004 through December 31, 2004 (successor), and the period
from January 1, 2004 through July 12, 2004 (predecessor), of Holly Energy Partners, L.P. and our report dated
February 22, 2007, expressed an unqualified opinion thereon.
/s/ ERNST & YOUNG LLP
Dallas, Texas
February 22, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors of Holly Logistic Services, L.L.C. and
Unitholders of Holly Energy Partners, L.P.
We have audited the accompanying consolidated balance sheets of Holly Energy Partners, L.P. (the �Partnership�) as of
December 31, 2006 and 2005, and the related consolidated statements of income, partners� equity (deficit), and cash
flows for the years ended December 31, 2006 and 2005 (successor), the period from July 13, 2004 through
December 31, 2004 (successor), and the period from January 1, 2004 through July 12, 2004 (predecessor). 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. An audit also 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.
As described in Note 6 to the consolidated financial statements, in 2005 the Partnership adopted Statement of
Financial Accounting Standard No. 123(r), �Share-Based Payments.�
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Holly Energy Partners, L.P. at December 31, 2006 and 2005, and the related
consolidated results of its operations and its cash flows, for the years ended December 31, 2006 and 2005 (successor),
the period from July 13, 2004 through December 31, 2004 (successor), and the period from January 1, 2004 through
July 12, 2004 (predecessor), in conformity with U.S. generally accepted accounting principles.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of Holly Energy Partners, L.P.�s internal control over financial reporting as of December 31,
2006, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 22, 2007 expressed an unqualified opinion
thereon.
/s/ ERNST & YOUNG LLP
Dallas, Texas
February 22, 2007
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Holly Energy Partners, L.P.
Consolidated Balance Sheets

December 31,
2006 2005
(In thousands, except unit

data)
ASSETS
Current assets:
Cash and cash equivalents $ 11,555 $ 20,583
Accounts receivable:
Trade 7,339 3,076
Affiliates 3,518 3,645

10,857 6,721

Prepaid and other current assets 1,212 1,401

Total current assets 23,624 28,705

Properties and equipment, net 160,484 162,298
Transportation agreements, net 56,821 60,903
Other assets 2,644 2,869

Total assets $ 243,573 $ 254,775

LIABILITIES AND PARTNERS� EQUITY
Current liabilities:
Accounts payable $ 3,781 $ 3,020
Accrued interest 2,941 2,892
Deferred revenue 5,486 1,013
Accrued property taxes 868 1,013
Other current liabilities 1,098 1,313

Total current liabilities 14,174 9,251

Commitments and contingencies � �
Long-term debt 180,660 180,737
Other long-term liabilities 1,550 974
Minority interest 10,963 11,753

Partners� equity (deficit):
Common unitholders (8,170,000 units issued and outstanding at December 31,
2006 and 2005) 176,844 184,568
Subordinated unitholders (7,000,000 units issued and outstanding at
December 31, 2006 and 2005) (70,022) (63,153)

23,469 24,388
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Class B subordinated unitholders (937,500 units issued and outstanding at
December 31, 2006 and 2005)
General partner interest (2% interest) (94,065) (93,743)

Total partners� equity 36,226 52,060

Total liabilities and partners� equity $ 243,573 $ 254,775

See accompanying notes.
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Holly Energy Partners, L.P.
Consolidated Statements of Income

Successor
July 13,

2004 Predecessor
Year

Ended
Year

Ended through January 1,

December December
December

31,
2004

through

31, 2006 31, 2005 2004
July 12,

2004
(In thousands, except per unit data)

Revenues:
Affiliates $ 52,878 $ 44,184 $ 17,917 $ 27,429
Third parties 36,316 35,936 10,265 12,155

89,194 80,120 28,182 39,584

Operating costs and expenses:
Operations 28,630 25,332 10,104 13,537
Depreciation and amortization 15,330 14,201 3,241 3,983
General and administrative 4,854 4,047 1,859 1

48,814 43,580 15,204 17,521

Operating income 40,380 36,540 12,978 22,063

Other income (expense):
Interest income 899 649 65 79
Interest expense (13,056) (9,633) (697) �

(12,157) (8,984) (632) 79

Income before minority interest 28,223 27,556 12,346 22,142

Minority interest in Rio Grande Pipeline
Company (680) (740) (956) (1,038)

Net income 27,543 26,816 11,390 21,104

Less:
Net income attributable to Predecessor � � � 21,104
General partner interest in net income 1,710 721 228 �
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Limited partners� interest in net income $ 25,833 $ 26,095 $ 11,162 $ �

Net income per limited partners� unit - basic
and diluted $ 1.60 $ 1.70 $ 0.80 $ �

Weighted average limited partners� units
outstanding 16,108 15,356 14,000 �

See accompanying notes.
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Holly Energy Partners, L.P.
Consolidated Statements of Cash Flows

Successor
July 13,

2004 Predecessor
Year

Ended
Year

Ended through January 1,

December December December
2004

through

31, 2006 31, 2005 31, 2004
July 12,

2004
(In thousands)

Cash flows from operating activities
Net income $ 27,543 $ 26,816 $ 11,390 $ 21,104
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 15,330 14,201 3,241 3,983
Minority interest in Rio Grande Pipeline
Company 680 740 956 1,038
Amortization of restricted units 927 207 30 �
(Increase) decrease in current assets:
Accounts receivable (4,263) (2,338) (7) (95)
Accounts receivable � affiliates 127 (1,594) (2,052) (21,544)
Prepaid and other current assets 115 (1,499) (323) (44)
Increase (decrease) in current liabilities:
Accounts payable 761 1,305 1,377 (1,293)
Accounts payable � affiliates � � � (2,506)
Accrued interest 49 2,840 � �
Deferred revenue 4,473 1,013 51 �
Accrued property tax (144) 700 (67) (72)
Other current liabilities (215) (20) 789 (74)
Other, net 470 257 (14) (1)

Net cash provided by operating activities 45,853 42,628 15,371 496

Cash flows from investing activities
Additions to properties and equipment (9,107) (3,883) (305) (2,672)
Acquisitions of pipeline and terminal assets � (127,912) � �

Net cash used for investing activities (9,107) (131,795) (305) (2,672)

Cash flows from financing activities
Proceeds from issuance of senior notes, net of
discounts � 181,238 � �
Proceeds from issuance of common units, net of
underwriter discount � 45,100 145,460 �
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Distributions to Holly concurrent with initial
public offering � � (125,612) �
Excess purchase price over contributed basis of
intermediate pipelines � (71,850) � �
Distributions to partners (43,670) (35,022) (6,214) �
Borrowings (payback) of short-term of debt �
affiliates � � (30,082) �
Borrowings (payback) under revolving credit
agreement � (25,000) 25,000 �
Costs of issuing common units � (349) (3,486) �
Deferred debt issuance costs � (1,228) (2,086) �
Cash distributions to minority interest (1,470) (2,220) (987) (2,250)
Cash contribution from general partner � 612 � �
Purchase of units for restricted grants (634) (635) (223) �

Net cash provided by (used for) financing
activities (45,774) 90,646 1,770 (2,250)

Cash and cash equivalents
Increase (decrease) for the period (9,028) 1,479 16,836 (4,426)
Beginning of period 20,583 19,104 2,268 6,694

End of period $ 11,555 $ 20,583 $ 19,104 $ 2,268

See accompanying notes.
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Holly Energy Partners, L.P.
Consolidated Statements of Partners� Equity (Deficit)

Successor
Class B General

Predecessor Common Subordinated Subordinated Partner
Parent Units Units Units Interest Total

(In thousands)
Predecessor:
Balance December 31,
2003 $ 68,860 $ � $ � $ � $ � $ 68,860

Assets and liabilities not
contributed to Holly
Energy Partners, L.P. (49,782) � � � � (49,782)
Net income 21,104 � � � � 21,104

Balance July 12, 2004 40,182 � � � � 40,182

Successor:
Allocation of net parent
investment to
unitholders (40,182) � 38,606 � 1,576 �
Proceeds from initial
public offering, net of
underwriter discount � 145,460 � � � 145,460
Costs of issuing
common units � (3,486) � � � (3,486)
Distributions to partners � (3,045) (103,657) � (25,124) (131,826)
Purchase of units for
restricted grants � (222) � � � (222)
Amortization of
restricted units � 30 � � � 30
Net income � 5,581 5,581 � 228 11,390

Balance December 31,
2004 � 144,318 (59,470) � (23,320) 61,528

Issuance of common
units � 45,100 � � � 45,100
Cost of issuing common
units � (349) � � � (349)
Issuance of Class B
subordinated units � � � 24,674 � 24,674
Capital contribution � � � � 1,591 1,591
Distributions to partners � (16,945) (15,575) (1,617) (885) (35,022)
Excess purchase price
over contributed basis of
intermediate pipelines � � � � (71,850) (71,850)
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Purchase of units for
restricted grants � (635) � � � (635)
Amortization of
restricted units � 207 � � � 207
Net income � 12,872 11,892 1,331 721 26,816

Balance December 31,
2005 � 184,568 (63,153) 24,388 (93,743) 52,060

Distributions to partners � (21,120) (18,095) (2,423) (2,032) (43,670)
Purchase of units for
restricted grants � (634) � � � (634)
Amortization of
restricted units � 927 � � � 927
Net income � 13,103 11,226 1,504 1,710 27,543

Balance December 31,
2006 $ � $ 176,844 $ (70,022) $ 23,469 $ (94,065) $ 36,226

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006

Note 1: Description of Business and Summary of Significant Accounting Policies
Description of Business
Holly Energy Partners, L.P. (�HEP�) together with its consolidated subsidiaries, is a publicly held master limited
partnership, currently 45% owned by Holly Corporation (�Holly�). HEP commenced operations July 13, 2004.
Concurrently with the completion of its initial public offering, Navajo Pipeline Co., L.P. (Predecessor) (�NPL�) and its
affiliates, a wholly owned subsidiary of Holly, contributed a substantial portion of its assets to HEP. In this document,
the words �we�, �our�, �ours� and �us� refer to HEP and NPL collectively unless the context otherwise indicates. See Note 2
for a further description of these transactions.
NPL constitutes HEP�s predecessor. The transfer of ownership of assets from NPL to HEP represented a reorganization
of entities under common control and was recorded at NPL�s historical cost. Accordingly, our financial statements
include the historical results of operations of NPL prior to the transfer to HEP.
We operate in one business segment � the operation of petroleum pipelines and terminal facilities.
One of Holly�s wholly-owned subsidiaries owns a refinery in Artesia, New Mexico, which Holly operates in
conjunction with crude, vacuum distillation and other facilities situated in Lovington, New Mexico (collectively, the
�Navajo Refinery�). In July 2005, we acquired the two parallel intermediate feedstock pipelines, which connect the New
Mexico refining facilities. The Navajo Refinery produces high-value refined products such as gasoline, diesel fuel and
jet fuel and serves markets in the southwestern United States and northern Mexico. In conjunction with Holly�s
operation of the Navajo Refinery, we operate refined product pipelines as part of the product distribution network of
the Navajo Refinery. Our terminal operations serving the Navajo Refinery include a truck rack at the Navajo Refinery
and five integrated refined product terminals located in New Mexico, Texas and Arizona.
Another of Holly�s wholly-owned subsidiaries owns a refinery located near Salt Lake City, Utah (the �Woods Cross
Refinery�). Our operations serving the Woods Cross Refinery include a truck rack at the Woods Cross Refinery, a
refined product terminal in Spokane, Washington and a 50% non-operating interest in product terminals in Boise and
Burley, Idaho.
In February 2005, we acquired from Alon USA, Inc. and several of its wholly-owned subsidiaries (collectively, �Alon�)
four refined products pipelines, an associated tank farm and two refined products terminals. These pipelines and
terminals are located primarily in Texas and transport light refined products for Alon�s refinery in Big Spring, Texas.
Additionally, we own a refined product terminal in Mountain Home, Idaho, and a 70% interest in Rio Grande Pipeline
Company (�Rio Grande�), which provides transportation of liquid petroleum gases to northern Mexico.
Principles of Consolidation
The consolidated financial statements include our accounts and those of our subsidiaries. All significant
inter-company transactions and balances have been eliminated. The consolidated financial statements include the
financial position and results of operations of pipeline and terminal facilities previously owned by Holly and/or NPL,
which were contributed to HEP concurrently with the completion of our initial public offering, as well as the
intermediate pipeline assets that were purchased from Holly in July 2005. Both of these acquisitions of assets from
Holly were accounted for as transactions among entities under common control. Therefore, the assets were recorded
on our balance sheets at Holly�s basis instead of the purchase price or fair value.
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If the assets acquired from Holly upon formation and the intermediate pipelines transaction had been acquired from
third parties, the cash payment upon formation and the excess of the intermediate pipeline purchase price over its basis
would have been recorded as properties or intangible assets instead of reductions of partners� equity. Also, the
subordinated units issued to Holly would have been recorded at fair value instead of the carryover basis of the
contributed assets.
The consolidated financial statements also include financial data, at historical cost, related to the assets owned by
Holly and its wholly-owned subsidiaries through July 12, 2004, other than HEP, that were not contributed to us upon
completion of our initial public offering.
On June 30, 2003, we acquired an additional 45% partnership interest in Rio Grande, bringing our ownership to 70%.
Commencing July 1, 2003, the results of Rio Grande were consolidated and reflected in our consolidated financial
statements.
Use of Estimates
The preparation of financial statements in accordance with U.S. generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.
Cash and Cash Equivalents
For purposes of the statements of cash flows, we consider all highly liquid investments with maturity of three months
or less at the time of purchase to be cash equivalents. The carrying amounts reported on the balance sheet approximate
fair value due to the short-term maturity of these instruments.
Accounts Receivable
The majority of the accounts receivable are due from affiliates of Holly or independent companies in the petroleum
industry. Credit is extended based on evaluation of the customer�s financial condition and, in certain circumstances,
collateral such as letters of credit or guarantees, may be required. Credit losses are charged to income when accounts
are deemed uncollectible and historically have been minimal.
Inventories
Inventories consisting of materials and supplies used for operations are stated at the lower of cost, using the average
cost method, or market and are shown under �prepaid and other current assets� in our consolidated balance sheets.
Properties and Equipment
Properties and equipment are stated at cost. Depreciation is provided by the straight-line method over the estimated
useful lives of the assets; primarily 10 to 16 years for pipeline and terminal facilities, 23 to 33 years for regulated
pipelines and 3 to 10 years for corporate and other assets. Maintenance, repairs and major replacements are generally
expensed as incurred. Costs of replacements constituting improvement are capitalized.
Transportation Agreements
The transportation agreement assets are stated at cost and are being amortized over the periods of the agreements
using the straight-line method.
Long-Lived Assets
We evaluate long-lived assets, including intangible assets, for potential impairment by identifying whether indicators
of impairment exist and, if so, assessing whether the long-lived assets are recoverable from estimated future
undiscounted cash flows. The actual amount of impairment loss, if any, to be recorded
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is equal to the amount by which a long-lived asset�s carrying value exceeds its fair value. No impairments of long-lived
assets were recorded during the periods included in these financial statements.
Asset Retirement Obligations
We record legal obligations associated with the retirement of long-lived assets that result from the acquisition,
construction, development and/or the normal operation of our long-lived assets. The fair value of the estimated cost to
retire a tangible long-lived asset is recorded in the period in which the liability is incurred and when a reasonable
estimate of the fair value of the liability can be made. If a reasonable estimate cannot be made at the time the liability
is incurred, we record the liability when sufficient information is available to estimate the liability�s fair value.
We have asset retirement obligations with respect to certain of our assets due to legal obligations to clean and/or
dispose of various component parts at the time they are retired. At December 31, 2006, an asset retirement obligation
of $0.3 million is included in �Other long-term liabilities� in our consolidated balance sheets.
Revenue Recognition
Revenues are recognized as products are shipped through our pipelines and terminals. Billings to customers for
obligations under their quarterly minimum revenue commitments are recorded as deferred revenue liabilities if the
customer has the right to receive future services for these billings. The revenue is recognized at the earlier of:
� the customer receives the future services provided by these billings,

� the period in which the customer is contractually allowed to receive the services expires, or

� we determine a high likelihood that we will not be required to provide services within the allowed period.
Additional pipeline transportation revenues result from an operating lease to a third party of an interest in the capacity
of one of our pipelines.
Taxes billed and collected from our pipeline and terminal customers are recorded on a net basis with no effect on net
income.
Environmental Costs
Environmental costs are expensed if they relate to an existing condition caused by past operations and do not
contribute to current or future revenue generation. Liabilities are recorded when site restoration and environmental
remediation, cleanup and other obligations are either known or considered probable and can be reasonably estimated.
Environmental costs recoverable through insurance, indemnification arrangements or other sources are included in
other assets to the extent such recoveries are considered probable.
Income Taxes
As a partnership, we are an entity that is not subject to income taxes. Therefore, there is no provision for income taxes
included in our consolidated financial statements. Taxable income, gain, loss and deductions are allocated to the
unitholders who are responsible for payment of any income taxes thereon.
Net income for financial statement purposes may differ significantly from taxable income reportable to unitholders as
a result of differences between the tax bases and financial reporting bases of assets and liabilities and the taxable
income allocation requirements under the partnership agreement. Individual unitholders have different investment
bases depending upon the timing and price of acquisition of their partnership units. Furthermore, each unitholder�s tax
accounting, which is partially dependent upon the unitholder�s tax position, differs from the accounting followed in the
consolidated financial statements. Accordingly, the aggregate difference in the basis of our net assets for financial and
tax reporting
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purposes cannot be readily determined because information regarding each unitholder�s tax attributes in our
partnership is not available to us.
Net Income per Limited Partners� Unit
We have identified the general partner interest and the subordinated units 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 and subordinated units outstanding during the year. Net income per unit
applicable to limited partners (including subordinated units and Class B subordinated units) is computed by dividing
limited partners� interest in net income, after deducting the general partner�s 2% interest and incentive distributions, and
after deducting net income attributable to the Predecessor (before July 13, 2004), by the weighted-average number of
units outstanding for each class of limited partners� units.
Recent Accounting Pronouncements
Statement of Financial Accounting Standards (�SFAS�) No. 154 �Accounting Changes and Error Corrections � a
replacement of APB Opinion No. 20 and FASB Statement No. 3�
In May 2005, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 154, �Accounting Changes and
Error Corrections � a replacement of APB Opinion No. 20 and SFAS No. 3.� This statement changes the requirements
for accounting for and reporting a change in accounting principle and applies to all voluntary changes in accounting
principles. It also applies to changes required by an accounting pronouncement in the unusual instance that the
pronouncement does not include specific transition provisions. When a pronouncement includes specific transition
provisions, those provisions should be followed. This statement requires retrospective application to prior periods�
financial statements of changes in accounting principle, unless it is impracticable to determine either the
period-specific effects or the cumulative effect of the change. We adopted this standard effective January 1, 2006. The
adoption of this standard did not have a material effect on our financial condition, results of operations and cash flows.
Interpretation No. 48 �Accounting for Uncertainty in Income Taxes�
In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes. This interpretation
clarifies the accounting for uncertainty in income taxes recognized in an enterprise�s financial statements by
prescribing a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. This interpretation also provides guidance
on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. This
interpretation is effective for fiscal years beginning after December 15, 2006. We do not anticipate that the adoption of
this interpretation will have a material effect on our financial condition, results of operations and cash flows.
SFAS No. 157 �Fair Value Measurements�
In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This standard simplifies and codifies
guidance on fair value measurements under generally accepted accounting principles. This standard defines fair value,
establishes a framework for measuring fair value and prescribes expanded disclosures about fair value measurements.
This standard is effective for fiscal years beginning after November 15, 2007. We do not anticipate that the adoption
of this interpretation will have a material effect on our financial condition, results of operations and cash flows.
Note 2: Initial Public Offering of HEP
HEP was formed to acquire, own and operate substantially all of the refined product pipeline and terminalling assets
that support Holly�s refining and marketing operations in West Texas, New Mexico, Utah and Arizona and a 70%
interest in Rio Grande.
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On July 7, 2004, we priced 6,100,000 common units for the initial public offering; and on July 8, 2004, our common
units began trading on the New York Stock Exchange under the symbol �HEP.� On July 13, 2004, we closed our initial
public offering of 7,000,000 common units at a price of $22.25 per unit, which included a 900,000 unit over-allotment
option that was exercised by the underwriters. Total proceeds from the sale of the units were $145.5 million, net of
$10.3 million underwriting commissions. After the offering, Holly, through a subsidiary, owned a 51% interest in
HEP, including the general partner interest. The initial public offering represented the sale of a 49% interest in HEP.
All of our initial assets were contributed by Holly and its subsidiaries in exchange for: (a) an aggregate of 7,000,000
subordinated units, representing 49% limited partner interests in HEP, (b) incentive distribution rights (as set forth in
HEP�s partnership agreement), (c) the 2% general partner interest, and (d) an aggregate cash distribution of
$125.6 million.
The following table presents the assets and liabilities of our predecessor immediately prior to contributing assets to
HEP, the assets and liabilities contributed to HEP, and the predecessor�s assets and liabilities that were not contributed
to HEP:

Navajo
Pipeline

Contributed
to

Co., L.P. Holly Energy

(Predecessor)
Partners,

L.P. Not
July 12,

2004 July 13, 2004 Contributed
(In thousands)

Cash $ 2,268 $ 2,268 $ �
Accounts receivable � trade 850 800 50
Accounts receivable � affiliates 51,934 � 51,934
Prepaid and other current assets 292 173 119
Properties and equipment, net 95,337 76,605 18,732
Transportation agreement, net 5,692 5,692 �

Total assets 156,373 85,538 70,835

Accounts payable � trade 1,452 339 1,113
Accounts payable � affiliates 18,819 � 18,819
Accrued liabilities 1,018 534 484
Short-term debt 30,082 30,082 �
Non-current liabilities 1,775 1,138 637
Minority interest 13,263 13,263 �

Total liabilities 66,409 45,356 21,053

Net Assets $ 89,964 $ 40,182 $ 49,782

We used the proceeds of the public offering and $25.0 million drawn under our credit facility agreement to: establish
$9.9 million working capital for HEP, distribute $125.6 million to Holly, repay $30.1 million of short-term debt to
Holly, pay $13.8 million underwriting commissions and other offering costs, and pay $1.4 million of deferred debt
issuance costs related to the credit facility.
In connection with the offering, we entered into a 15-year pipelines and terminals agreement expiring 2019 with Holly
and several of its subsidiaries (the �Holly PTA�) under which they agreed generally to transport or terminal volumes on
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certain of our initial facilities that will result in funds to HEP that will equal or exceed a specified minimum revenue
amount annually (which is currently $38.5 million and adjusts upward each year based on the producer price index
(�PPI�)) over the term of the agreement. Under certain circumstances, generally dealing with Holly shutting down or
reconfiguring its refineries, Holly�s minimum revenue commitment to us could be reduced.
We also entered into an omnibus agreement with Holly and certain of its subsidiaries that became effective July 13,
2004 (the �Omnibus Agreement�) that specifies the services that Holly provides to us. Under the Omnibus Agreement,
Holly charges us $2.0 million annually for general and administrative services that it provides, including but not
limited to: executive, finance, legal, information technology and administrative services.
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Note 3: Acquisitions
Alon Transaction
On February 28, 2005, we acquired from Alon four refined products pipelines, an associated tank farm and two
refined products terminals. These pipelines and terminals are located primarily in Texas and transport and terminal
light refined products for Alon�s refinery in Big Spring, Texas.
The total consideration paid for these pipeline and terminal assets was $120.0 million in cash and 937,500 of our
Class B subordinated units which, subject to certain conditions, will convert into an equal number of common units on
February 28, 2010. We financed the Alon transaction with a portion of the proceeds of our private offering of
$150.0 million principal amount of 6.25% Senior Notes due 2015 (see Note 7 for further information on the Senior
Notes). In connection with the Alon transaction, we entered into a 15-year pipelines and terminals agreement with
Alon expiring 2020 (the �Alon PTA�). Under this agreement, Alon agreed to transport on our pipelines and throughput
in our terminals a volume of refined products that would result in minimum revenue levels each year that will change
annually based on changes in the PPI, but will not decrease below the initial $20.2 million annual amount. Following
the March 1, 2006 PPI adjustment, the volume commitments by Alon under the Alon PTA will produce at least
$20.5 million of revenue for the twelve months ending February 28, 2007. The agreed upon tariffs will increase or
decrease each year at a rate equal to the percentage change in the PPI, but not below the initial tariffs. Alon�s minimum
volume commitment was calculated based on 90% of Alon�s then recent usage of these pipelines and terminals taking
into account an expansion of Alon�s Big Spring Refinery completed in February 2005. At revenue levels above 105%
of the base revenue amount, as adjusted each year for changes in the PPI, Alon will receive an annual 50% discount
on incremental revenues. Alon�s obligations under the Alon PTA may be reduced or suspended under certain
circumstances. We granted Alon a second mortgage on the pipelines and terminals acquired from Alon to secure
certain of Alon�s rights under the Alon PTA. Alon has a right of first refusal to purchase the pipelines and terminals if
we decide to sell them in the future. Additionally, we entered into an environmental agreement with Alon with respect
to pre-closing environmental costs and liabilities relating to the pipelines and terminals acquired from Alon, under
which Alon, for a ten year term expiring in 2015, will indemnify us subject to a $100,000 deductible and a
$20.0 million maximum liability cap.
The consideration for the Alon pipeline and terminal assets was allocated to the individual assets acquired based on
their estimated fair values. The allocation of the consideration is based on an independent appraisal. The aggregate
consideration amounted to $146.7 million, which consisted of $24.7 million fair value of our Class B subordinated
units, $120.0 million in cash and $2.0 million of transaction costs. In accounting for this acquisition, we recorded
pipeline and terminal assets of $86.7 million and an intangible asset of $60.0 million, representing the allocated value
of the 15-year Alon PTA. This intangible asset is included in �Transportation agreements, net� in our consolidated
balance sheets.
Holly Intermediate Pipelines Transaction
On July 6, 2005, we entered into a definitive purchase agreement (the �Purchase Agreement�) with Holly to acquire
Holly�s two parallel intermediate feedstock pipelines (the �Intermediate Pipelines�) which connect its Lovington, New
Mexico and Artesia, New Mexico refining facilities. On July 8, 2005, we closed on the acquisition for $81.5 million,
which consisted of $77.7 million in cash, 70,000 common units of HEP and a capital account credit of $1.0 million to
maintain Holly�s existing general partner interest in the Partnership. We financed the cash portion of the consideration
for the Intermediate Pipelines with the proceeds raised from (a) the private sale of 1,100,000 of our common units for
$45.1 million to a limited number of institutional investors which closed simultaneously with the acquisition and
(b) an additional $35.0 million in principal amount of our 6.25% Senior Notes due 2015. This acquisition was made
pursuant to an option to purchase these pipelines granted by Holly to us at the time of our initial public offering in
July 2004.
In connection with this transaction, we entered into a 15-year pipelines agreement with Holly (the �Holly IPA�) which
expires in 2020. Under this agreement, Holly agreed to transport volumes of intermediate
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products on the Intermediate Pipelines that would result in initial minimum funds to us of $11.8 million each year that
will change annually based on changes in the PPI. Following the July 1, 2006 PPI adjustment, the volume
commitments by Holly under the Holly IPA will result in minimum funds to us of $12.4 million annually. The agreed
upon tariff is adjusted each year at a rate equal to the percentage change in the PPI, but the minimum commitment will
not decrease as a result of a decrease in the PPI. Holly�s minimum revenue commitment applies only to the
Intermediate Pipelines, and Holly will not be able to spread its minimum revenue commitment among pipeline assets
HEP already owns or subsequently acquires. If Holly fails to meet its minimum revenue commitment in any quarter, it
will be required to pay us in cash the amount of any shortfall by the last day of the month following the end of the
quarter. A shortfall payment may be applied as a credit in the following four quarters after Holly�s minimum
obligations are met. The Holly IPA may be extended by the mutual agreement of the parties.
We agreed to expend up to $3.5 million to expand the capacity of the Intermediate Pipelines to meet the needs of
Holly�s expansion of their Navajo Refinery. As of December 31, 2006, this expansion project was complete and no
further expenditures are expected under this obligation. If new laws or regulations are enacted that require us to make
substantial and unanticipated capital expenditures with regard to the Intermediate Pipelines, we have the right to
amend the tariff rates to recover our costs of complying with these new laws or regulations (including a reasonable
rate of return). Under certain circumstances, either party may temporarily suspend its obligations under the Holly IPA.
We granted Holly a second mortgage on the Intermediate Pipelines to secure certain of Holly�s rights under the Holly
IPA. Holly has agreed to provide $2.5 million of additional indemnification above the initial $15.0 million of
indemnification under the Omnibus Agreement that previously provided for environmental noncompliance and
remediation liabilities occurring or existing before the closing date of the Purchase Agreement, bringing the total
indemnification provided to us from Holly to $17.5 million. Of this total, indemnification above $15.0 million relates
solely to the Intermediate Pipelines.
As this transaction was among entities under common control, we recorded the acquired assets at Holly�s historic book
value of $6.8 million. The $71.9 million excess of the purchase price over the historic book value is recorded as a
reduction to partners� equity for financial accounting purposes.
Note 4: Properties and Equipment

December 31,
2006 2005

(In thousands)
Pipelines and terminals $ 194,008 $ 184,464
Land and right of way 22,486 22,163
Other 6,947 5,728
Construction in progress 1,539 2,792

224,980 215,147
Less accumulated depreciation 64,496 52,849

$ 160,484 $ 162,298

During the years ended December 31, 2006 and 2005, we did not capitalize any interest related to major construction
projects.
Note 5: Transportation Agreements
The costs of two transportation agreements are recorded on our consolidated balance sheets at December 31, 2006:
� Costs incurred by Rio Grande in constructing certain pipeline and terminal facilities located in Mexico, which

were then contributed to an affiliate of Pemex, the national oil company of Mexico. In exchange, Rio Grande
received a 10-year transportation agreement from BP plc (�BP�) expiring in 2007. This asset is being amortized
over the 10-year term of the agreement.
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� A portion of the total purchase price of the Alon assets was allocated to the transportation agreement asset based
on the fair value appraisal provided by an independent firm. This asset is being amortized over 30 years ending
2035, the 15-year initial term of the Alon PTA plus the expected 15-year extension period.

The carrying amounts of the transportation agreements are as follows:

December 31,
2006 2005

(In thousands)
Rio Grande transportation agreement $ 20,836 $ 20,836
Alon transportation agreement 59,933 59,933

80,769 80,769
Less accumulated amortization 23,948 19,866

$ 56,821 $ 60,903

Note 6: Employees, Retirement and Benefit Plans
Employees who provide direct services to us are employed by Holly Logistic Services, L.L.C., a Holly subsidiary.
Their costs, including salaries, bonuses, payroll taxes, benefits, and other direct costs, are charged to us monthly in
accordance with the Omnibus Agreement.
These employees participate in the retirement and benefit plans of Holly. Our share of retirement and benefits costs
for the years ended December 31, 2006, 2005 and 2004 was $1.4 million, $0.9 million and $0.8 million, respectively.
Included in these amounts are retirement benefit costs of $0.5 million, $0.4 million and $0.3 million for the years
ended December 31, 2006, 2005 and 2004, respectively.
We have adopted a Long-Term Incentive Plan for employees, consultants and directors who perform services for us.
The Long-Term Incentive Plan consists of four components: restricted units, performance units, unit options and unit
appreciation rights.
On December 31, 2006, we had two types of equity-based compensation, which are described below. The
compensation cost charged against income for these plans was $927,000, $225,000 and $30,000 for the years ended
December 31, 2006, 2005 and 2004, respectively. It is currently our policy to purchase units in the open market
instead of issuing new units for settlement of restricted unit grants. At December 31, 2006, 350,000 units were
authorized to be granted under the equity-based compensation plans, of which 291,491 had not yet been granted.
We elected early adoption of SFAS No. 123 (revised) on July 1, 2005, based on modified prospective application. The
effect of this change in accounting principle was immaterial to our financial condition and results of operations.
Restricted Units
Under our Long-Term Incentive Plan, we grant restricted units to selected employees, consultants and directors who
perform services for us, with vesting generally over a period of one to five years. Although full ownership of the units
does not transfer to the recipients until the units vest, the recipients have distribution and voting rights on these units
from the date of grant. The vesting for certain key executives is contingent upon certain earnings per unit targets being
realized. The fair value of each unit of restricted unit awards was measured at the market price as of the date of grant
and is being amortized over the vesting period, including the units issued to the key executives, as we expect those
units to fully vest.
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A summary of restricted unit activity as of December 31, 2006, and changes during the year ended December 31, 2006
is presented below:

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic

Grant-Date Contractual Value
Restricted Units Grants Fair Value Term ($000)

Outstanding at December 31, 2005 (not vested) 20,926 $ 40.98
Granted 15,871 39.18
Forfeited (200) �
Vesting and transfer of full ownership to recipients � �

Outstanding at December 31, 2006 (not vested) 36,597 $ 40.21 1.25 years $ 1,473

There were no restricted units vested or transferred to recipients during the years ended December 31, 2006 and 2005.
As of December 31, 2006, there was $0.3 million of total unrecognized compensation costs related to nonvested
restricted unit grants. That cost is expected to be recognized over a weighted-average period of 1.25 years.
In 2006, we paid $0.6 million for the purchase of 15,671 of our common units in the open market for the recipients of
all 2006 restricted unit grants.
Performance Units
Under our Long-Term Incentive Plan, we grant performance units to selected executives and employees who perform
services for us. These performance units are payable upon meeting the performance criteria over a service period, and
generally vest over a period of three years. The amount payable under these grants is based upon our unit price and
upon our total unitholder return during the requisite period as compared to the total unitholder return of a selected peer
group of partnerships.
The initial performance unit grant was payable in cash. As of February 10, 2006, we amended the existing
performance unit agreements to provide payment of these awards in HEP common units rather than payment in cash.
The performance criteria were not amended. Until this conversion to equity payment, the fair value of each
performance unit award was revalued quarterly based on our valuation model and the corresponding expense was
amortized over the vesting periods. Upon conversion to equity payment, we established the fair value of each
performance unit and are now amortizing that amount over the vesting period.
In addition to revising the existing performance unit agreements, we granted 12,501 performance units to certain
officers in February 2006. These units will vest over a three-year performance period ending December 31, 2008, and
are payable in HEP common units. The number of units actually earned will be based on the growth of distributions to
limited partners over the performance period
The fair value of the performance units is based on an expected cash flow approach at the grant date. The analysis
utilizes the unit price, distribution yield, historical total returns as of the measurement date, expected total returns
based on a capital asset pricing model methodology, standard deviation of historical returns, and comparison of
expected total returns with the peer group. The expected total return and historical standard deviation is applied to a
lognormal expected return distribution in a Monte Carlo simulation model to identify the expected range of potential
returns and probabilities of expected returns. The range of inputs reflects changes in the remaining life of the
performance units and changes in market conditions between measurement dates. The inputs affecting the range of
expected total returns for HEP and the peer group are based on a capital asset pricing model utilizing information
available at each measurement date.
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Data Elements Used in Analysis
Closing price of HEP common units February 10, 2006 $ 39.55
Latest quarterly distribution per limited unit $ 0.64
Risk-free rate 4.86%
The monthly standard deviation of returns is based on the standard deviation of historical return information. The
range of expected returns and standard deviation is presented below:

Expected Return Standard Deviation
Company on Equity (Monthly)

HEP 13.75% 7.6%
Peer group 9.75% to 11.25% 4.3% to 5.4%
A summary of performance unit activity as of December 31, 2006, and changes during the year ended December 31,
2006 is presented below:

Payable Payable
Performance Units In Cash In Units

Outstanding at January 1, 2006 (not vested) 1,515 �
Conversion to unit payment (1,515) 1,515
Vesting and payment of units to recipients � �
Granted � 12,501
Forfeited � �

Outstanding at December 31, 2006 (not vested) � 14,016

There were no payments for performance units vesting during the years ended December 31, 2006, 2005 and 2004.
Based on the weighted average fair value at December 31, 2006 of $48.93, there was $24,326 of total unrecognized
compensation cost related to nonvested performance units. That cost is expected to be recognized over a
weighted-average period of 1.9 years.
Note 7: Debt
Credit Agreement
In conjunction with our initial public offering on July 13, 2004, we entered into a four-year, $100.0 million senior
secured revolving credit agreement (the �Credit Agreement�). Union Bank of California, N.A. is one of the lenders and
serves as administrative agent under this agreement. During 2005, amendments were made to the Credit Agreement to
allow for the closing of the Alon transaction and the related senior notes offering, the closing of the Holly
Intermediate Pipelines transaction and to amend certain of the restrictive covenants. As of December 31, 2006 and
December 31, 2005, we had no amounts outstanding under the Credit Agreement.
The Credit Agreement is available to fund capital expenditures, acquisitions, and working capital and for general
partnership purposes. Advances under the Credit Agreement that are designated for working capital are short-term
liabilities. Other advances under the Credit Agreement are classified as long-term liabilities. In addition, the Credit
Agreement is available to fund letters of credit up to a $50.0 million sub-limit. Up to $5.0 million is available to fund
distributions to unitholders.
We have the right to request an increase in the maximum amount of the Credit Agreement, up to $175.0 million. Such
request will become effective if (a) certain conditions specified in the Credit Agreement are met and (b) existing
lenders under the Credit Agreement or other financial institutions reasonably acceptable to the administrative agent
commit to lend such increased amounts under the agreement.
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Our obligations under the Credit Agreement are secured by substantially all of our assets. Indebtedness under the
Credit Agreement is recourse to our general partner and guaranteed by our wholly-owned subsidiaries.
We may prepay all loans at any time without penalty. We are required to reduce all working capital borrowings under
the Credit Agreement to zero for a period of at least 15 consecutive days once each twelve-month period prior to the
maturity date of the agreement.
Indebtedness under the Credit Agreement bears interest, at our option, at either (a) the base rate as announced by the
administrative agent plus an applicable margin (ranging from 0.25% to 1.00%) or (b) at a rate equal to the London
Interbank Offered Rate (�LIBOR�) plus an applicable margin (ranging from 1.50% to 2.25%). In each case, the
applicable margin is based upon the ratio of our funded debt (as defined in the agreement) to EBITDA (earnings
before interest, taxes, depreciation and amortization, as defined in the Credit Agreement). We incur a commitment fee
on the unused portion of the Credit Agreement at a rate of 0.375% or 0.500% based upon the ratio of our funded debt
to EBITDA for the four most recently completed fiscal quarters. At December 31, 2006, we are subject to the 0.500%
rate on the $100.0 million of the unused commitment on the Credit Agreement. The agreement matures in July 2008.
At that time, the agreement will terminate and all outstanding amounts thereunder will be due and payable.
The Credit Agreement imposes certain requirements, including: a prohibition against distribution to unitholders if,
before or after the distribution, a potential default or an event of default as defined in the agreement would occur;
limitations on our ability to incur debt, make loans, acquire other companies, change the nature of our business, enter
a merger or consolidation, or sell assets; and covenants that require maintenance of EBITDA to interest expense ratio
and debt to EBITDA ratio. If an event of default exists under the agreement, the lenders will be able to accelerate the
maturity of the debt and exercise other rights and remedies.
Senior Notes Due 2015
We financed the $120.0 million cash portion of the Alon transaction through our private offering on February 28,
2005 of $150.0 million principal amount of 6.25% Senior Notes due 2015 (�Senior Notes�). We used the balance to
repay $30.0 million of then outstanding indebtedness under our Credit Agreement, including $5.0 million drawn
shortly before the closing of the Alon transaction.
We financed a portion of the cash consideration for the Intermediate Pipelines transaction with the private offering in
June 2005 of an additional $35.0 million in principal amount of the Senior Notes.
On July 28, 2005, we filed a registration statement to allow the holders of the Senior Notes to exchange the Senior
Notes for exchange notes registered with the SEC with substantially identical terms, which exchange was completed
in October 2005.
The Senior Notes mature on March 1, 2015 and bear interest at 6.25%. The Senior Notes are unsecured and impose
certain restrictive covenants, including limitations on our ability to incur additional indebtedness, make investments,
sell assets, incur certain liens, pay distributions, enter into transactions with affiliates, and enter into mergers. At any
time when the Senior Notes are rated investment grade by both Moody�s and Standard & Poor�s and no default or event
of default exists, we will not be subject to many of the foregoing covenants. Additionally, we have certain redemption
rights under the Senior Notes.
The $185.0 million principal amount of Senior Notes is recorded at $180.7 million in our consolidated balance sheets
at December 31, 2006. The difference of $4.3 million is due to $3.1 million of unamortized discount and $1.2 million
relating to the fair value of the interest rate swap contract discussed below.
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Interest Rate Risk Management
We have entered into an interest rate swap contract to effectively convert the interest expense associated with
$60.0 million of our 6.25% Senior Notes from a fixed rate to variable rates. The interest rate on the $60.0 million
notional amount is equal to three month LIBOR plus an applicable margin of 1.1575%, which equaled an effective
interest rate of 6.292% on $60.0 million of the debt during the year ended December 31, 2006. The maturity of the
swap contract is March 1, 2015, matching the maturity of the Senior Notes.
This interest rate swap has been designated as a fair value hedge as defined by SFAS No. 133. Our interest rate swap
meets the conditions required to assume no ineffectiveness under SFAS No. 133 and, therefore, we have used the
�shortcut� method of accounting prescribed for fair value hedges by SFAS No. 133. Accordingly, we adjust the carrying
value of the swap to its fair value each quarter, with an offsetting entry to adjust the carrying value of the debt
securities whose fair value is being hedged. We record interest expense equal to the variable rate payments under the
swaps.
The fair value of our interest rate swap of $1.2 million and $0.8 million is included in �Other long-term liabilities� in our
consolidated balance sheets at December 31, 2006 and 2005, respectively. The offsetting entry to adjust the carrying
value of the debt securities whose fair value is being hedged is recognized as a reduction of �Long-term debt� in our
consolidated balance sheets at December 31, 2006 and 2005.
Other Debt Information

Year Ended
December 31,

2006 2005
(In thousands)

Interest on outstanding debt:
Senior Notes, net of interest rate swap $ 11,588 $ 8,245
Credit Agreement � 164
Amortization of discount and deferred issuance costs 968 785
Commitment fees 500 439

Net interest expense $ 13,056 $ 9,633

Cash paid for interest (1) $ 11,912 $ 6,793

(1) Excludes effect
of cash received
under our
interest rate
swap agreement
of $3.8 million
and $1.7 million
for the years
ended
December 31,
2006 and 2005,
respectively.

We estimate that the fair value of our Senior Notes was $175.3 million at December 31, 2006, based on a
determination by a third-party investment firm.
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Note 8: Commitments and Contingencies
We lease certain facilities, pipelines and rights of way under operating leases, most of which contain renewal options.
In June 2006, we exercised the first of three 10-year renewal options on our lease agreement for the refined products
pipeline between White Lakes Junction and Kutz Station in New Mexico. This extension will become effective
July 2007, immediately upon expiration of the original lease term. The right of way agreements have various
termination dates through 2053.
As of December 31, 2006, the minimum future rental commitments under operating leases having non-cancelable
lease terms in excess of one year, including the first 10-year operating lease extension exercised in June 2006, are as
follows (excluding the second and third 10-year lease extensions, which are likely to be exercised):
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Year Ending
December 31, $000�s
2007 $ 6,154
2008 6,449
2009 5,965
2010 5,891
2011 5,884
Thereafter 33,133

Total $ 63,476

Rental expense charged to operations was $5.9 million, $5.6 million and $5.3 million in the years ended December 31,
2006, 2005 and 2004, respectively.
We are a party to various legal and regulatory proceedings, none of which we believe will have a material adverse
impact on our financial condition, results of operations or cash flows.
Note 9: Significant Customers
All revenues are domestic revenues, of which over 90% are currently generated from our three largest customers:
Holly, Alon and BP. The major concentration of our petroleum products pipeline system�s revenues is derived from
activities conducted in the southwest United States. The following table presents the percentage of total revenues
generated by each of these three customers:

Year Ended December 31,
2006 2005 2004

Holly 59% 55% 67%
Alon 28% 30% 10%
BP 9% 11% 18%
Note 10: Related Party Transactions
Holly
We have related party transactions with Holly for pipeline and terminal revenues, certain employee costs, insurance
costs, and administrative costs under the Holly PTA, Holly IPA and Omnibus Agreement (see Notes 2 and 3).
Additionally, we received interest income from Holly during the year ended December 31, 2004, based on common
treasury accounts prior to our initial public offering on July 13, 2004. Since that date, we maintain our own treasury
accounts separate from Holly.
� Pipeline and terminal revenues received from Holly were $52.9 million, $44.2 million and $45.3 million for the

years ended December 31, 2006, 2005 and 2004, respectively. These amounts include the revenues received
under the Holly PTA and Holly IPA, as well as revenues received by the predecessor prior to formation in
July 2004.

� Holly charged general and administrative services under the Omnibus Agreement of $2.0 million for the years
ended December 31, 2006 and 2005 and $0.9 million for the year ended December 31, 2004.

� We reimbursed Holly for costs of employees supporting our operations of $7.7 million, $6.5 million and
$2.2 million for the years ended December 31, 2006, 2005 and 2004, respectively.
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� In the years ended December 31, 2006 and 2005, Holly reimbursed $0.2 million to us for certain costs paid on
their behalf. In the year ended December 31, 2004, we reimbursed Holly $3.9 million for certain formation, debt
issuance and other costs paid on our behalf.

� In the years ended December 31, 2006, 2005 and 2004, we distributed $20.3 million, $16.5 million and
$3.2 million, respectively, to Holly as regular distributions on its subordinated units, common units and general
partner interest.

� We acquired the Intermediate Pipelines from Holly in July 2005, which resulted in payment to Holly of a
purchase price of $71.9 million in excess of the basis of the assets received. See Note 3 for further information on
the Intermediate Pipelines transaction.

� In the year ended December 31, 2004, we distributed $125.6 million to Holly concurrent with our initial public
offering and we repaid $30.1 million to Holly for short-term borrowings that originated in 2003.

� Our net accounts receivable from Holly were $3.5 million and $3.6 million at December 31, 2006 and 2005,
respectively.

� As described under �Holly Intermediate Pipelines Transaction� in Note 3 above, under the Holly IPA, Holly agreed
to transport volumes of products on the Intermediate Pipelines that will result in minimum funds to us, adjusted
annually for increases in PPI. If Holly fails to meet its minimum commitment in any quarter, Holly is required to
pay cash for the shortfall. A shortfall payment may be applied as a credit in the following four quarters after
Holly�s minimum obligation for that quarter is met.

Holly has failed to meet its minimum revenue commitment for each of the first six quarters of the Holly IPA. We
have charged Holly $3.4 million for these shortfalls to date, $0.2 million and $0.5 million of which are included
in affiliate accounts receivable at December 31, 2006 and 2005, respectively.

We recognized the $1.0 million shortfall for the year ended December 31, 2005 as additional revenues in the
consolidated statement of income for the year ended December 31, 2006, as Holly did not exceed its minimum
revenue obligation in any of the subsequent four quarters. Deferred revenue in the consolidated balance sheets at
December 31, 2006 and 2005 includes $2.4 million and $1.0 million, respectively, relating to the Holly IPA. It is
possible that Holly may not exceed its minimum obligations under the Holly IPA to allow Holly to receive credit
for any of the $2.4 million deferred at December 31, 2006.

BP
We have a 70% ownership interest in Rio Grande and BP owns the other 30%. Due to the ownership interest and
resulting consolidation, BP is a related party to us.
� BP is the sole customer of Rio Grande. BP�s agreement to ship on the Rio Grande pipeline expires in July 2007,

and will continue year-to-year thereafter unless cancelled by either party prior to the beginning of the previous
contract year. We recorded revenues from them of $8.4 million, $8.8 million and $12.4 million in the years ended
December 31, 2006, 2005 and 2004, respectively.

� Rio Grande paid distributions to BP of $1.5 million, $2.2 million and $3.2 million in the years ended
December 31, 2006, 2005 and 2004, respectively.

� Included in our accounts receivable � trade at December 31, 2006 and 2005 were $2.1 million and $0.5 million,
respectively, which represented the receivable balance of Rio Grande from BP.

Alon
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of assets from them on February 28, 2005.
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� Subsequent to the issuance of these units, we recognized $18.0 million and $17.6 million of revenues for pipeline
transportation terminalling services under the Alon PTA and $6.9 and $5.6 million under a pipeline capacity lease
for the years ended December 31, 2006 and 2005, respectively. The capacity lease agreements have remaining
terms ranging from one and one-half to three and one-half years.

� We paid $2.4 million and $1.6 million to Alon for distributions on our Class B subordinated units in the years
ended December 31, 2006 and 2005, respectively.

� Included in our accounts receivable � trade at December 31, 2006 and 2005 were $5.0 million and $2.4 million,
respectively, which represented the receivable balance from Alon.

� �Deferred revenue� includes $3.1 million of minimum revenue commitments under the Alon PTA at December 31,
2006.

Note 11: Partners� Equity, Allocations and Cash Distributions
Issuances of units
Upon the closing of our initial public offering on July 13, 2004, Holly received 7,000,000 subordinated units, which
constituted 49% ownership of us at that time, and a 2% general partner interest. During the subordination period, the
common units have the right to receive distributions of available cash from operating surplus in an amount equal to
the minimum quarterly distribution of $0.50 per quarter, plus any arrearages in the payment of the minimum quarterly
distribution on the common units from prior quarters, before any distributions of available cash from operating surplus
may be made on the subordinated units. The purpose of the subordinated units is to increase the likelihood that during
the subordination period there will be available cash to be distributed on the common units. The subordination period
will extend until the first day of any quarter beginning after June 30, 2009 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 its 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 during those periods on a fully diluted basis and the related distribution on the
2% general partner interest during those periods; and there are no arrearages in payment of the minimum quarterly
distribution on the common units. If the unitholders remove the general partner without cause, the subordination
period may end before June 30, 2009.
The Holly subordinated units may convert to common units on a one-for-one basis when certain conditions are met.
The partnership agreement sets forth the calculation to be used to determine the amount and priority of cash
distributions that the common unitholders, subordinated unitholders and general partner will receive.
As partial consideration in the Alon transaction in the first quarter of 2005, we issued 937,500 of our Class B
subordinated units at a fair value of $24.7 million. Additionally, our general partner contributed $0.6 million as an
additional capital contribution to maintain its 2% general partner interest.
We financed a portion of the cash consideration paid for the Intermediate Pipelines with $45.1 million of proceeds
raised from the private sale of 1,100,000 of our common units to a limited number of institutional investors which
closed on July 8, 2005. On September 2, 2005, we filed a registration statement with the SEC using a �shelf� registration
process which allows the institutional investors to freely transfer their units. Additionally under this shelf process, we
may offer from time to time up to $800.0 million of our securities, through one or more prospectus supplements that
would describe, among other things, the specific amounts, prices and terms of any securities offered and how the
proceeds would be used. Any proceeds from the sale of securities would be used for general business purposes, which
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may include, among other things, funding acquisitions of assets or businesses, working capital, capital expenditures,
investments in subsidiaries, the retirement of existing debt and/or the repurchase of common units or other securities.
In connection with the Intermediate Pipelines transaction, we issued 70,000 common units to Holly. We also received
a portion of the Intermediate Pipeline assets with $1.0 million book value as a capital contribution from HEP Logistics
Holdings, L.P. in order to maintain their 2% general partner interest.
As a result of these transactions, Holly�s total ownership interest was reduced from 51% at the time of our initial public
offering to 45% in July 2005 following the Intermediate Pipelines transaction.
Allocations of Net Income
Net income is allocated between limited partners and the general partner interest in accordance with the provisions of
the partnership agreement. Net income allocated to the general partner includes any incentive distributions declared in
the period. After the amount of incentive distributions is allocated to the general partner, the remaining net income for
the period is generally allocated to the partners based on their weighted average ownership percentage during the
period.
Cash Distributions
Concurrent with our initial public offering in July 2004, we distributed $125.6 million to Holly and its subsidiaries.
See Note 2 for additional information. In July 2005, our cash payment to Holly in excess of the basis of the assets
received in the acquisition of the Intermediate Pipelines was recorded as a reduction to our general partner�s equity in
the amount of $71.9 million. See Note 3 for further discussion of this transaction.
We intend to consider regular cash distributions to unitholders on a quarterly basis, although there is no assurance as
to the future cash distributions since they are dependent upon future earnings, cash flows, capital requirements,
financial condition and other factors. Our Credit Agreement prohibits us from making cash distributions if any
potential default or event of default, as defined in the Credit Agreement, occurs or would result from the cash
distribution.
Within 45 days after the end of each quarter, we distribute all of our available cash (as defined in our partnership
agreement) to unitholders of record on the applicable record date. The amount of available cash generally is all cash
on hand at the end of the quarter; less the amount of cash reserves established by our general partner to provide for the
proper conduct of our business, comply with applicable law, any of our debt instruments, or other agreements; or
provide funds for distributions to our unitholders and to our general partner for any one or more of the next four
quarters; plus all cash on hand on the date of determination of available cash for the quarter resulting from working
capital borrowings made after the end of the quarter. Working capital borrowings are generally borrowings that are
made under our revolving Credit Agreement and in all cases are used solely for working capital purposes or to pay
distributions to partners.
We make distributions of available cash from operating surplus for any quarter during any subordination period in the
following manner: firstly, 98% to the common unitholders, pro rata, and 2% to the general partner, until we distribute
for each outstanding common unit an amount equal to the minimum quarterly distribution for that quarter; secondly,
98% to the common unitholders, pro rata, and 2% to the general partner, until we distribute for each outstanding
common unit an amount equal to any arrearages in payment of the minimum quarterly distribution on the common
units for any prior quarters during the subordination period; thirdly, 98% to the subordinated unitholders, pro rata, and
2% to the general partner, until we distribute for each subordinated unit an amount equal to the minimum quarterly
distribution for that quarter; and thereafter, cash in excess of the minimum quarterly distributions is distributed to the
unitholders and the general partner based on the percentages below.
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The general partner, HEP Logistics Holdings, L.P., is entitled to incentive distributions if the amount we distribute
with respect to any quarter exceeds specified target levels shown below:

Marginal Percentage
Interest in

Total Quarterly Distribution Distributions

Target Amount Unitholders
General
Partner

Minimum Quarterly Distribution $0.50 98% 2%
First Target Distribution Up to $0.55 98% 2%
Second Target Distribution above $0.55 up to $0.625 85% 15%
Third Target distribution above $0.625 up to $0.75 75% 25%
Thereafter Above $0.75 50% 50%
In November 2004, we paid our first regular cash distribution for the third quarter of 2004 of $0.435 per unit, based on
the minimum quarterly cash distribution of $0.50 prorated for the period since the initial public offering on July 13,
2004.
The following table presents the allocation of our regular quarterly cash distributions to the general and limited
partners for each period in which declared.

July 13,
2004

Year
Ended Year Ended through

December
31,

December
31,

December
31,

2006 2005 2004
(In thousands, except per unit data)

General partner interest $ 850 $ 697 $ 124
General partner incentive distribution 1,182 188 �

Total general partner distribution 2,032 885 124
Limited partner distribution 41,638 34,137 6,090

Total regular quarterly cash distribution $ 43,670 $ 35,022 $ 6,214

Cash distribution per unit applicable to limited partners $ 2.585 $ 2.225 $ 0.435

On January 30, 2007, we announced a cash distribution for the fourth quarter of 2006 of $0.675 per unit. The
distribution is payable on all common, subordinated, and general partner units and was paid February 14, 2007 to all
unitholders of record on February 6, 2007. The aggregate amount of the distribution was $11.5 million, including
$0.4 million paid to the general partner as an incentive distribution.
As a master limited partnership, we distribute our available cash, which exceeds our net income because depreciation
and amortization expense represents a non-cash charge against income. The result is a decline in partners� equity since
our regular quarterly distributions have exceeded our quarterly net income.
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Note 12: Quarterly Financial Data (Unaudited)
Summarized quarterly financial data is as follows:

First Second Third Fourth Total
(In thousands, except per unit data)

Year ended December 31, 2006
Revenues $22,438 $18,527 $22,899 $25,330 $89,194
Operating income $10,312 $ 6,028 $10,801 $13,239 $40,380
Net income $ 7,135 $ 2,998 $ 7,751 $ 9,659 $27,543
Limited partners� interest in net
income $ 6,808 $ 2,679 $ 7,263 $ 9,083 $25,833
Net income per limited partner unit
� basic and diluted $ 0.42 $ 0.17 $ 0.45 $ 0.56 $ 1.60
Distributions declared per limited
partner unit $ 0.625 $ 0.640 $ 0.655 $ 0.665 $ 2.585

Year ended December 31, 2005
Revenues $16,513 $19,521 $21,517 $22,569 $80,120
Operating income $ 7,785 $ 8,234 $10,185 $10,336 $36,540
Net income $ 6,326 $ 6,041 $ 7,292 $ 7,157 $26,816
Limited partners� interest in net
income $ 6,200 $ 5,920 $ 7,084 $ 6,891 $26,095
Net income per limited partner unit
� basic and diluted $ 0.43 $ 0.40 $ 0.44 $ 0.43 $ 1.70
Distributions declared per limited
partner unit $ 0.500 $ 0.550 $ 0.575 $ 0.600 $ 2.225
Note 13: Supplemental Guarantor/Non-Guarantor Financial Information
Obligations of Holly Energy Partners, L.P. (�Parent�) under the Senior Notes have been jointly and severally guaranteed
by each of its direct and indirect wholly-owned subsidiaries (�Guarantor Subsidiaries�). These guarantees are full and
unconditional. Rio Grande (�Non-Guarantor�), in which we have a 70% ownership interest, is the only subsidiary which
has not guaranteed these obligations.
The following financial information presents condensed consolidating balance sheets, statements of income, and
statements of cash flows of the Parent, the Guarantor Subsidiaries and the Non-Guarantor. The information has been
presented as if the Parent accounted for its ownership in the Guarantor Subsidiaries, and the Guarantor Subsidiaries
accounted for the ownership of the Non-Guarantor, using the equity method of accounting.

- 77 -

Edgar Filing: UBS AG - Form 424B2

Table of Contents 90



Table of Contents

Condensed Consolidating Balance Sheet
Guarantor Non-

December 31, 2006 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

ASSETS
Current assets:
Cash and cash equivalents $ 2 $ 9,819 $ 1,734 $ � $ 11,555
Accounts receivable � 8,772 2,085 � 10,857
Intercompany accounts receivable (payable) (78,952) 79,144 (192) � �
Prepaid and other current assets 203 1,009 � � 1,212

Total current assets (78,747) 98,744 3,627 � 23,624

Properties and equipment, net � 127,357 33,127 � 160,484
Investment in subsidiaries 298,872 25,581 � (324,453) �
Transportation agreements, net � 56,271 550 � 56,821
Other assets 1,453 1,191 � � 2,644

Total assets $ 221,578 $ 309,144 $ 37,304 $ (324,453) $ 243,573

LIABILITIES AND PARTNERS�
EQUITY
Current liabilities:
Accounts payable $ � $ 3,356 $ 425 $ � $ 3,781
Accrued interest 2,941 � � � 2,941
Deferred revenue � 5,486 5,486
Accrued property taxes � 726 142 � 868
Other current liabilities 516 389 193 � 1,098

Total current liabilities 3,457 9,957 760 � 14,174

Long-term debt 180,660 � � � 180,660
Other long-term liabilities 1,235 315 � � 1,550
Minority interest � � � 10,963 10,963
Partners� equity 36,226 298,872 36,544 (335,416) 36,226

Total liabilities and partners� equity $ 221,578 $ 309,144 $ 37,304 $ (324,453) $ 243,573

Condensed Consolidating Balance Sheet
Guarantor Non-

December 31, 2005 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

ASSETS
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Current assets:
Cash and cash equivalents $ 2 $ 17,770 $ 2,811 $ � $ 20,583
Accounts receivable � 6,206 515 � 6,721
Intercompany accounts receivable (payable) (21,182) 21,458 (276) � �
Prepaid and other current assets 232 1,169 � � 1,401

Total current assets (20,948) 46,603 3,050 � 28,705

Properties and equipment, net � 128,077 34,221 � 162,298
Investment in subsidiaries 256,416 27,423 � (283,839) �
Transportation agreements, net � 58,269 2,634 � 60,903
Other assets 1,594 1,275 � � 2,869

Total assets $ 237,062 $ 261,647 $ 39,905 $ (283,839) $ 254,775

LIABILITIES AND PARTNERS�
EQUITY
Current liabilities:
Accounts payable $ � $ 2,666 $ 354 $ � $ 3,020
Accrued interest 2,892 � � � 2,892
Deferred revenue � 1,013 � � 1,013
Accrued property taxes � 837 176 � 1,013
Other current liabilities 594 520 199 � 1,313

Total current liabilities 3,486 5,036 729 � 9,251

Long-term debt 180,737 � � � 180,737
Other long-term liabilities 779 195 � � 974
Minority interest � � � 11,753 11,753
Partners� equity 52,060 256,416 39,176 (295,592) 52,060

Total liabilities and partners� equity $ 237,062 $ 261,647 $ 39,905 $ (283,839) $ 254,775
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Condensed Consolidating Statement of Income Successor
Guarantor Non-

Year ended December 31, 2006 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

Revenues:
Affiliates $ � $ 52,878 $ � $ � $ 52,878
Third parties � 29,119 8,400 (1,203) 36,316

� 81,997 8,400 (1,203) 89,194

Operating costs and expenses:
Operations � 27,009 2,824 (1,203) 28,630
Depreciation and amortization � 11,933 3,397 � 15,330
General and administrative 2,794 2,055 5 � 4,854

2,794 40,997 6,226 (1,203) 48,814

Operating income (loss) (2,794) 41,000 2,174 � 40,380

Equity in earnings of subsidiaries 42,456 1,588 � (44,044) �
Interest income (expense) (12,119) (132) 94 � (12,157)
Minority interest � � � (680) (680)

Net income $ 27,543 $ 42,456 $ 2,268 $ (44,724) $ 27,543

Condensed Consolidating Statement of Income Successor
Guarantor Non-

Year ended December 31, 2005 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

Revenues:
Affiliates $ � $ 44,184 $ � $ � $ 44,184
Third parties � 28,000 8,770 (834) 35,936

� 72,184 8,770 (834) 80,120

Operating costs and expenses:
Operations � 23,270 2,896 (834) 25,332
Depreciation and amortization � 10,824 3,377 � 14,201
General and administrative 1,966 2,064 17 � 4,047

1,966 36,158 6,290 (834) 43,580

Operating income (loss) (1,966) 36,026 2,480 � 36,540
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Equity in earnings of subsidiaries 37,410 1,728 � (39,138) �
Interest income (expense) (8,628) (344) (12) � (8,984)
Minority interest � � � (740) (740)

Net income $ 26,816 $ 37,410 $ 2,468 $ (39,878) $ 26,816
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Condensed Consolidating Statement of Income Successor
Guarantor Non-

July 13, 2004 through December 31, 2004 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

Revenues:
Affiliates $ � $ 17,917 $ � $ � $ 17,917
Third parties � 4,435 5,830 � 10,265

� 22,352 5,830 � 28,182

Operating costs and expenses:
Operations � 9,144 960 � 10,104
Depreciation and amortization � 1,660 1,581 � 3,241
General and administrative 896 863 100 � 1,859

896 11,667 2,641 � 15,204

Operating income (loss) (896) 10,685 3,189 � 12,978

Equity in earnings of subsidiaries 12,286 2,232 � (14,518) �
Interest income (expense) � (631) (1) � (632)
Minority interest � � � (956) (956)

Net income $ 11,390 $ 12,286 $ 3,188 $ (15,474) $ 11,390

Condensed Consolidating Statement of Income Predecessor
Guarantor Non-

January 1, 2004 through July 12, 2004 Parent Subsidiaries Guarantor Eliminations Consolidated
(In thousands)

Revenues:
Affiliates $ � $ 27,429 $ � $ � $ 27,429
Third parties � 5,541 6,614 � 12,155

� 32,970 6,614 � 39,584

Operating costs and expenses:
Operations � 12,178 1,359 � 13,537
Depreciation and amortization � 2,186 1,797 � 3,983
General and administrative � � 1 � 1

� 14,364 3,157 � 17,521

Operating income � 18,606 3,457 � 22,063
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Equity in earnings of subsidiaries � 2,420 � (2,420) �
Interest income � 78 1 � 79
Minority interest � � � (1,038) (1,038)

Net income $ � $ 21,104 $ 3,458 $ (3,458) $ 21,104
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Condensed Consolidating Statement of Successor
Cash Flows

Guarantor Non-
Year Ended December 31, 2006 Parent Subsidiaries Guarantor Eliminations Consolidated

(In thousands)
Cash flows from operating activities $ 44,304 $ 930 $ 4,049 $ (3,430) $ 45,853

Cash flows from investing activities
Acquisitions of pipeline and terminal assets � � � � �
Additions to properties and equipment � (8,881) (226) � (9,107)
Investments in subsidiaries, net � � � � �

� (8,881) (226) � (9,107)

Cash flows from financing activities
Contributions from (distributions to)
partners (43,670) � (4,900) 4,900 (43,670)
Cash distributions to minority interest � � � (1,470) (1,470)
Purchase of units for restricted unit grants (634) � � � (634)

(44,304) � (4,900) 3,430 (45,774)

Cash and cash equivalents
Increase (decrease) for the year � (7,951) (1,077) � (9,028)
Beginning of year 2 17,770 2,811 � 20,583

End of year $ 2 $ 9,819 $ 1,734 $ � $ 11,555

Condensed Consolidating Statement of Successor
Cash Flows

Guarantor Non-
Year Ended December 31, 2005 Parent Subsidiaries Guarantor Eliminations Consolidated

(In thousands)
Cash flows from operating activities $ 7,566 $ 33,945 $ 6,297 $ (5,180) $ 42,628

Cash flows from investing activities
Acquisitions of pipeline and terminal assets (125,801) (2,111) � � (127,912)
Additions to properties and equipment � (3,838) (45) � (3,883)
Investments in subsidiaries, net (1) � � 1 �

(125,802) (5,949) (45) 1 (131,795)

Cash flows from financing activities
181,238 � � � 181,238
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Proceeds from issuance of senior notes, net
of discounts
Proceeds from issuance of common units,
net of underwriter discount 45,100 � � � 45,100
Excess purchase price over contributed
basis of intermediate pipelines (71,850) � � � (71,850)
Contributions from (distributions to)
partners (34,410) 1 (7,400) 7,399 (34,410)
Borrowings (payback) of debt, net � (25,000) � � (25,000)
Cash distributions to minority interest � � � (2,220) (2,220)
Other financing activities, net (1,842) (370) � � (2,212)

118,236 (25,369) (7,400) 5,179 90,646

Cash and cash equivalents
Increase (decrease) for the year � 2,627 (1,148) � 1,479
Beginning of year 2 15,143 3,959 � 19,104

End of year $ 2 $ 17,770 $ 2,811 $ � $ 20,583
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Condensed Consolidating Statement of Successor
Cash Flows

Guarantor Non-
July 13, 2004 through December 31, 2004 Parent Subsidiaries Guarantor Eliminations Consolidated

(In thousands)
Cash flows from operating activities $ 5,159 $ 7,472 $ 5,043 $ (2,303) $ 15,371

Cash flows from investing activities
Additions to properties and equipment � (243) (62) � (305)
Investments in subsidiaries, net (15,082) � � 15,082 �

(15,082) (243) (62) 15,082 (305)

Cash flows from financing activities
Proceeds from issuance of common units, net
of underwriter discount 145,460 � � � 145,460
Distributions to Holly concurrent with IPO (125,612) � � � (125,612)
Contributions from (distributions to) partners (6,214) 15,082 (3,290) (11,792) (6,214)
Borrowings (payback) of debt, net � (5,082) � � (5,082)
Cash distributions to minority interest � � � (987) (987)
Other financing activities, net (3,709) (2,086) � � (5,795)

9,925 7,914 (3,290) (12,779) 1,770

Cash and cash equivalents
Increase for the period 2 15,143 1,691 � 16,836
Beginning of period � � 2,268 � 2,268

End of period $ 2 $ 15,143 $ 3,959 $ � $ 19,104

Condensed Consolidating Statement of Predecessor
Cash Flows

Guarantor Non-
January 1, 2004 through July 12, 2004 Parent Subsidiaries Guarantor Eliminations Consolidated

(In thousands)
Cash flows from operating activities $ � $ 2,017 $ 3,729 $ (5,250) $ 496
Cash flows from investing activities
Additions to properties and equipment � (2,017) (655) � (2,672)

� (2,017) (655) � (2,672)

Cash flows from financing activities
Contributions from (distributions to) partners � � (7,500) 7,500 �
Cash distributions to minority interest � � � (2,250) (2,250)
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� � (7,500) 5,250 (2,250)

Cash and cash equivalents
Decrease for the period � � (4,426) � (4,426)
Beginning of period � � 6,694 � 6,694

End of period $ � $ � $ 2,268 $ � $ 2,268
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Note 14: Subsequent Events
In February 2007, the HLS board of directors authorized a letter of intent with Plains All American Pipeline, L.P.
(�Plains�) for us to acquire a 25% joint venture interest in a new 95-mile intrastate pipeline system, now being
constructed by Plains, for the shipment of up to 120,000 bpd of crude oil into the Salt Lake City area. The pipeline
would be owned by a new joint venture company which would be owned 75% by Plains and 25% by HEP. Subject to
the actual construction cost, we would purchase our interest for between $22.0 and $25.5 million in the first quarter of
2008, when the new pipeline system is expected to become fully operational. The pipeline is being built to allow
various refiners in the Salt Lake City area, including Holly�s Woods Cross Refinery, to ship crude oil into the Salt
Lake City area from the Utah terminus of the Frontier Pipeline as well as crude oil from Wyoming and Utah, which is
currently flowing on Plains� Rocky Mountain Pipeline. Our investment in the project is subject to various conditions,
including the negotiation and execution of mutually satisfactory definitive agreements.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
We have had no change in, or disagreement with, our independent registered public accounting firm on matters
involving accounting and financial disclosure.
Item 9A. Controls and Procedures
(a) Evaluation of disclosure controls and procedures
Our principal executive officer and principal financial officer have evaluated, as required by Rule 13a-15(b) under the
Securities Exchange Act of 1934 (the �Exchange Act�), our disclosure controls and procedures (as defined in Exchange
Act Rule 13a-15(e)) as of the end of the period covered by this annual report on Form 10-K. Based on that evaluation,
the principal executive officer and principal financial officer concluded that the design and operation of our disclosure
controls and procedures are effective in ensuring that information we are required to disclose in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified
in the Securities and Exchange Commission�s rules and forms.
(b) Changes in internal control over financial reporting
There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under the
Exchange Act) that occurred during our last fiscal quarter that have materially affected or are reasonably likely to
materially affect our internal control over financial reporting.
See Item 8. for �Management�s Report on its Assessment of the Company�s Internal Control Over Financial Reporting.�
Item 9B. Other Information
There have been no events that occurred in the fourth quarter of 2006 that would need to be reported on Form 8-K that
have not been previously reported.
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PART III
Item 10. Directors, Executive Officers and Corporate Governance
Holly Logistic Services, L.L.C. (�HLS�), as the general partner of HEP Logistics Holdings, L.P., our general partner,
manages our operations and activities on our behalf. Our general partner is not elected by our unitholders. Unitholders
are not entitled to elect the directors of HLS or directly or indirectly participate in our management or operation. Our
general partner owes a fiduciary duty to our unitholders. Our general partner is liable, as general partner, for all of our
debts (to the extent not paid from our assets), except for indebtedness or other obligations that are made specifically
non-recourse to it. Whenever possible, our general partner intends to incur indebtedness or other obligations that are
non-recourse.
Three members of the board of directors of HLS serve on a conflicts committee to review specific matters that the
board believes may involve conflicts of interest. The conflicts committee determines 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 HLS
or directors, officers, or employees of its affiliates, and must meet the independence and experience standards
established by the New York Stock Exchange and the Exchange Act to serve on the audit committee of a board of
directors. Any matters approved by the conflicts committee will be conclusively deemed to be fair and reasonable to
us, approved by all of our partners, and not a breach by our general partner of any duties it may owe us or our
unitholders. In addition, we have an audit committee of three independent directors that reviews our external financial
reporting, recommends engagement of our independent registered public accounting firm, and reviews procedures for
internal auditing and the adequacy of our internal accounting controls. We also have a compensation committee of the
three independent directors which oversees compensation decisions for the officers of HLS, as well as the
compensation plans described below. In addition, we have an executive committee of the board consisting of one
independent director and two directors employed by Holly.
The board of directors of HLS has determined that Messrs. Darling, Pinkerton and Stengel meet the applicable criteria
for independence under the currently applicable rules of the New York Stock Exchange and under the Exchange Act.
These directors serve as the only members of our audit, conflicts and compensation committees.
Mr. Darling has been selected to preside at regularly scheduled meetings of non-management directors. Persons
wishing to communicate with the non-management directors are invited to email the Presiding Director at
presiding.director@hollyenergypartners.com or write to: Charles M. Darling, IV, Presiding Director, c/o Secretary,
Holly Logistic Services, L.L.C., 100 Crescent Court, Dallas, Texas 75201-6915.
The board of directors of HLS held seven meetings during 2006, with the audit committee, conflicts committee and
compensation committee holding seven, five and four meetings, respectively. All board members attended each board
meeting, with the exception of Mr. Norsworthy, who attended five meetings. All committee members attended each
committee meeting for the committees on which they serve.
We are managed and operated by the directors and officers of HLS on behalf of our general partner. Most of our
operational personnel are employees of HLS.
Mr. Clifton spends approximately 25% of his time overseeing the management of our business and affairs. Mr. Blair
spends all of his time in the management of our business. Mr. Townsend spends approximately 60% of his time
managing the operational aspects of our business. Mr. Ridenour spends approximately half his time overseeing our
accounting activities and in corporate development. The rest of our officers devote approximately one-quarter of their
time to us. Our non-executive directors devote as much time as is necessary to prepare for and attend board of
directors and committee meetings.
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The following table shows information for the current directors and executive officers of HLS.

Name Age Position with HLS
Matthew P. Clifton 55 Chairman of the Board and Chief Executive Officer 1
P. Dean Ridenour 65 Director, Vice President and Chief Accounting Officer 1
Stephen J. McDonnell 55 Vice President and Chief Financial Officer
W. John Glancy 64 Vice President and General Counsel
David G. Blair 48 Senior Vice President
James G. Townsend 52 Vice President � Pipeline Operations
Lamar Norsworthy 60 Director
Charles M. Darling, IV 58 Director 234

Jerry W. Pinkerton 66 Director 1234

William P. Stengel 58 Director 234

1 Member of the
Executive
Committee

2 Member of the
Conflicts
Committee

3 Member of the
Audit
Committee

4 Member of the
Compensation
Committee

Matthew P. Clifton was elected Chairman of our Board, and Chief Executive Officer in March 2004. He has been
employed by Holly for over twenty years. Mr. Clifton served as Holly�s Vice President of Economics, Engineering and
Legal Affairs from 1988 to 1991, Senior Vice President of Holly Corporation from 1991 to 1995, President of Navajo
Pipeline Company, a wholly owned subsidiary of Holly Corporation, since its inception in 1981, President of Holly
Corporation from 1995 to 2005, and has served as Chief Executive Officer of Holly Corporation since January 1,
2006. Mr. Clifton has also served as a director of Holly Corporation since 1995.
P. Dean Ridenour was elected to our Board of Directors in August 2004 and to the position of Vice President and
Chief Accounting Officer in January 2005. Mr. Ridenour has served as Vice President and Chief Accounting Officer
of Holly Corporation since December 2004. Beginning in October 2002, Mr. Ridenour began providing full-time
consulting services to Holly Corporation, and in August 2004, Mr. Ridenour became a full-time employee and officer
of Holly Corporation in the position of Vice President, Special Projects, serving in that position until December 2004.
From April 2001 until October 2002, Mr. Ridenour was temporarily retired. From July 1999 through April 2001, Mr.
Ridenour served as Chief Financial Officer and director of GeoUtilities, Inc., an internet-based superstore for energy,
telecom and other utility services, which was purchased by AES Corporation in March 2000. Mr. Ridenour was
employed for 34 years by Ernst & Young LLP, including 20 years as an audit partner, retiring in 1997.
Stephen J. McDonnell was elected Vice President and Chief Financial Officer in March 2004. Mr. McDonnell held
the office of Vice President, Finance and Corporate Development of Holly Corporation from August 2000 to
September 2001, when he became the Vice President and Chief Financial Officer of Holly Corporation.
Mr. McDonnell was previously employed with Central and South West Corporation as Vice President in the mergers
and acquisitions area from 1996 to June 2000. Mr. McDonnell joined Central and South West in 1977 as Manager of
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Financial Reporting. Mr. McDonnell held a number of accounting and finance positions with Central and South West,
including the position of Corporate Treasurer from 1989 to 1996.
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W. John Glancy was elected Vice President and General Counsel in August 2004, and served as Secretary from
August 2004 to April 2005. Mr. Glancy has served as Senior Vice President and General Counsel of Holly
Corporation since September 1999. From December 1998 to September 1999, he was Senior Vice President�Legal of
Holly Corporation and held the office of Secretary of Holly Corporation from April 1999 until February 2005. From
1997 through March 1999, he practiced law in the Law Offices of W. John Glancy in Dallas. From 1972 through
1996, he was in private law practice with several different law firms in Dallas. He also was a director of Holly
Corporation from 1975 to 1995, and for part of that period was Secretary of Holly Corporation.
David G. Blair was elected Senior Vice President in January 2007. He has been employed by Holly for over 25 years.
Mr. Blair served as Holly�s Vice President responsible for Holly Asphalt Company from February 2005 to
December 2006. Mr. Blair was General Manager of the NK Asphalt Partnership between Koch Materials Company
and Navajo Refining Company from July 2000 to February 2005. Mr. Blair was named Vice President, Marketing,
Asphalt & Specialty Products in October 1994. Mr. Blair served in various positions within Holly in crude oil supply,
wholesale product marketing, and supply and trading from 1981 to 1991.
James G. Townsend was elected Vice President � Pipeline Operations in March 2004. He has been Vice President of
Pipelines and Terminals for Holly Corporation since 1997. Mr. Townsend served as Manager of Transportation for
Navajo Refining Company, a wholly-owned subsidiary of Holly Corporation, from 1995 to 1997. Mr. Townsend has
worked in Navajo Refining�s pipeline group since joining Navajo Refining in 1984.
Lamar Norsworthy was elected to our Board of Directors in March 2004. He joined Holly Corporation in 1967, was
elected to the Board of Directors in 1968 and has been Chairman of the Board since 1977. He served as Chief
Executive Officer of Holly Corporation from 1971 to 2005. Mr. Norsworthy is also a Director of Cooper Cameron
Corporation, a publicly traded manufacturer of oil field services equipment.
Charles M. Darling, IV was elected to our Board of Directors in July 2004. Mr. Darling has served as President of
DQ Holdings, L.L.C., a venture capital investment and consulting firm focused primarily on opportunities in the
energy industry, since August 1998. From 1997 to 1998, Mr. Darling was the President and General Counsel, and was
a Director from 1993 to 1998, of DeepTech International, which was acquired by El Paso Energy Corp. in
August 1998. Mr. Darling was also a Director at Leviathan Gas Pipeline Company from 1993 through 1998. Prior to
joining DeepTech in 1997, Mr. Darling practiced law at the law firm of Baker Botts, L.L.P., for over 20 years.
Jerry W. Pinkerton was elected to our Board of Directors in July 2004. Since December 2003, Mr. Pinkerton has
been retired. From December 2000 to December 2003, Mr. Pinkerton served as a consultant to TXU Corp., an energy
services company, with respect to accounting-related projects principally involving financial reporting. From
August 1997 to December 2000, Mr. Pinkerton served as Controller of TXU and its U.S. subsidiaries. From
August 1988 until its merger with TXU in August 1997, Mr. Pinkerton served as the Vice President and Chief
Accounting Officer of ENSERCH Corporation/Lone Star Gas Company, a diversified energy company. Prior to
joining ENSERCH, Mr. Pinkerton was employed for 26 years as an auditor by Deloitte Haskins & Sells, a predecessor
firm of Deloitte & Touche, LLP, including 15 years as an audit partner.
William P. Stengel was elected to our Board of Directors in July 2004. Mr. Stengel has been retired since May 2003.
From 1997 to May 2003, Mr. Stengel served as Managing Director of the global energy and mining group at
Citigroup/Citibank, N.A. and was responsible for Citigroup�s global relationships with U.S. multinational oil and gas
companies headquartered in the United States. From 1973 to 1997, Mr. Stengel served in various other capacities with
Citigroup/Citibank, N.A.
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Compliance With Section 16(a) of the Securities Exchange Act of 1934
Section 16(a) of the Securities Exchange Act of 1934 requires directors, executive officers and persons who
beneficially own more than 10% of Holly Energy Partners, L.P.�s units to file certain reports with the SEC and New
York Stock Exchange concerning their beneficial ownership of Holly Energy Partners, L.P.�s equity securities. Holly
Energy Partners, L.P. believes that during the year ended December 31, 2006, its officers, directors and 10%
unitholders were in compliance with applicable requirements of Section 16(a).
Audit Committee
HLS�s audit committee is composed of three directors who are not officers or employees of HEP or any of its
subsidiaries or Holly Corporation or any of its subsidiaries. The board of directors of HLS has adopted a written
charter for the audit committee. The board of directors of HLS has determined that a member of the audit committee,
namely Jerry W. Pinkerton, is an audit committee financial expert (as defined by the SEC) and has designated
Mr. Pinkerton as the audit committee financial expert.
The audit committee selects HEP�s independent registered public accounting firm and reviews the professional
services they provide. It reviews the scope of the audit performed by the independent registered public accounting
firm, the audit report issued by the independent auditor, HEP�s annual and quarterly financial statements, any material
comments contained in the auditor�s letters to management, HEP�s internal accounting controls and such other matters
relating to accounting, auditing and financial reporting as it deems appropriate. In addition, the audit committee
reviews the type and extent of any non-audit work being performed by the independent auditor and its compatibility
with their continued objectivity and independence.
Report of the Audit Committee for the Year Ended December 31, 2006
Management of Holly Logistic Services, L.L.C. is responsible for Holly Energy Partners, L.P.�s internal controls and
the financial reporting process. Ernst & Young LLP, Holly Energy Partners, L.P.�s Independent Registered Public
Accounting Firm for the year ended December 31, 2006, is responsible for performing an independent audit of Holly
Energy Partners, L.P.�s consolidated financial statements in accordance with the standards of the Public Company
Accounting Oversight Board and to issue a report thereon as well as to issue a report on both management�s
assessment of and the effectiveness of Holly Energy Partners, L.P.�s internal control over financial reporting. The audit
committee monitors and oversees these processes. The audit committee selects Holly Energy Partners, L.P.�s
independent registered public accounting firm.
The audit committee has reviewed and discussed Holly Energy Partners, L.P.�s audited consolidated financial
statements with management and the independent registered public accounting firm. The audit committee has
discussed with Ernst & Young LLP the matters required to be discussed by Statement on Auditing Standards No. 61,
�Communications with Audit Committees.� The audit committee has received the written disclosures and the letter from
Ernst & Young LLP required by Independence Standards Board Standard No. 1, �Independence Discussions with Audit
Committees,� and has discussed with Ernst & Young LLP that firm�s independence.
The audit committee selected Ernst & Young LLP, Independent Registered Public Accounting Firm, to audit the
books, records and accounts of the Partnership for the 2006 calendar year.
The board of directors of our general partner, upon recommendation by the audit committee, has adopted an audit
committee charter, which is available on our website at www.hollyenergy.com. The charter requires the audit
committee to approve in advance all audit and non-audit services to be provided by our independent registered public
accounting firm. All services reported in the audit, audit-related, tax and all other fees categories above were approved
by the audit committee.
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Based on the foregoing review and discussions and such other matters the audit committee deemed relevant and
appropriate, the audit committee recommended to the board of directors that the audited consolidated financial
statements of Holly Energy Partners, L.P. be included in Holly Energy Partners, L.P.�s Annual Report on Form 10-K
for the year ended December 31, 2006.
Members of the Audit Committee:
Jerry W. Pinkerton, Chairman
Charles M. Darling, IV
William P. Stengel
Code of Ethics
HEP has adopted a Code of Business Conduct and Ethics that applies to all officers, directors and employees,
including the company�s principal executive officer, principal financial officer, and principal accounting officer.
Available on our website at www.hollyenergy.com are copies of our Corporate Governance Guidelines, Audit
Committee Charter, Compensation Committee Charter, and Code of Business Conduct and Ethics, all of which also
will be provided without charge upon written request to the Vice President, Investor Relations at: Holly Energy
Partners, L.P., 100 Crescent Court, Suite 1600, Dallas, TX, 75201-6915. The Partnership intends to satisfy the
disclosure requirement under Item 5.05 of Form 8-K regarding an amendment to, or waiver from, a provision of its
Code of Business Conduct and Ethics with respect to its principal financial officers by posting such information on
this website.
New York Stock Exchange Certification
In 2006, Mr. Clifton, as the Company�s Chief Executive Officer, provided to the New York Stock Exchange the annual
CEO certification regarding the Company�s compliance with the New York Stock Exchange�s corporate governance
listing standards.
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Item 11. Executive Compensation
DIRECTOR COMPENSATION
Retainers and Fees
Officers or employees of HLS who also serve as directors do not receive additional compensation. The only officers
of HLS who also serve as directors are Messrs. Clifton and Ridenour. In August 2006, the Board of Directors
implemented changes to the cash and equity components of the compensation of non-employee directors. For the year
ended December 31, 2006, directors who are not officers or employees of HLS or Holly are currently compensated by:
(a) a $30,000 annual cash retainer, payable in four quarterly installments (adjusted from $25,000 in 2005); (b) $1,500
for attendance at each in-person meeting of the Board of Directors or a Board committee, a $1,500 meeting fee for
attendance at each telephone meeting of the Board of Directors or a Board committee that lasts more than two hours
and a $750 meeting fee for attendance at each telephone meeting of the Board of Directors or a Board committee that
lasts from one-half hour up to two hours (adjusted from $1,500 for every meeting, with a maximum of one committee
meeting per day in 2005); (c) an annual grant of restricted units equal in value to $40,000 on the date of grant, with a
vesting period of one year (adjusted from $40,000 with a vesting period of three years in 2005). In addition, the
directors who serve as chairpersons of the Audit and Conflicts Committees each receive an annual retainer of $7,500
(adjusted from $5,000 in 2005). The director who serves as chairperson of the Compensation Committee receives an
annual retainer of $5,000 (no change). In addition, each director is reimbursed for out-of-pocket expenses in
connection with attending meetings of the board of directors or committees. Each director will be fully indemnified by
us for actions associated with being a director to the extent permitted under Delaware law.
Each of the directors who are not officers or employees of HLS or Holly each received total cash compensation for the
annual retainer and for board and committee meetings totaling $61,500 in 2005.
Equity-Based Compensation
Non-employee directors are annually awarded restricted HEP units under the Holly Energy Partners, L.P. Long-Term
Incentive Plan (the �Long-Term Incentive Plan�). A restricted HEP unit is a common unit subject to forfeiture prior to
the vesting of the award.
During the period ended December 31, 2006, compensation was made to directors of HLS as set forth below:

Fees Earned
or Stock All Other

Paid in Cash Awards(1) Compensation Total
Charles M. Darling, IV $ 67,750 $ 46,246 $ 7,016 $121,012
Jerry W. Pinkerton $ 69,000 $ 46,246 $ 7,016 $122,262
William P. Stengel $ 69,000 $ 46,246 $ 7,016 $122,262

(1) Reflects the amount recognized in the year ended December 31, 2006 in accordance with SFAS 123(r), and
includes amounts for awards granted prior to 2006. In 2006, each of the directors listed received an award of
1,070 restricted HEP units with a grant date fair value of $40,018. The restricted HEP units will vest on
August 1, 2007. The fair value of each restricted unit grant is measured on the grant date and is amortized over
the vesting period. As of December 31, 2006, Messrs. Darling, Pinkerton and Stengel each held 3,509 unvested
restricted units.

COMPENSATION DISCUSSION AND ANALYSIS
This compensation discussion and analysis (�CD&A�) is intended to provide information about our compensation
objectives and policies for our principal executive officer, our principal financial officer and our other most highly
compensated executive officers that will place in perspective the information
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contained in the tables that follow this discussion. Our CD&A begins with a description of our relationship with Holly
with respect to reimbursement of compensation expenses and is followed by a general description of our
compensation program and specific information as to its various components. Immediately following the CD&A is the
Compensation Committee Report (the �Committee Report�). Following the Committee Report are compensation tables
describing compensation paid in 2006 and outstanding equity awards held by executives. At the end, we have
provided information concerning pension benefits and change-in-control agreements.
Overview
HEP has no employees. HEP is managed through HLS, the general partner of HEP�s general partner. The board of
directors and employees providing services to HEP are retained by HLS. HLS is a subsidiary of Holly and currently
has 89 employees that provide general, administrative and operational services to HEP. Throughout this discussion,
the individuals included in the Summary Compensation Table on page 97, who are Matthew P. Clifton, HLS�s
Chairman of the Board and Chief Executive Officer, Stephen J. McDonnell, HLS�s Vice President and Chief Financial
Officer, P. Dean Ridenour, HLS�s Vice President and Chief Accounting Officer, and James G. Townsend, Vice
President - Pipeline Operations, are referred to as the �Named Executive Officers.� Although HLS has additional
executive officers, none of the additional executive officers of HLS received total compensation from HLS in 2006 in
excess of $100,000.
Under the terms of the Omnibus Agreement, we pay Holly an annual administrative fee in the amount of $2.0 million
for the provision of general and administrative services for our benefit, which may be increased as permitted under the
Omnibus Agreement. Additionally, we reimburse Holly for expenses incurred on our behalf. These expenses include
the costs of employee, officer, and director compensation and benefits properly allocable to HEP and all other
expenses necessary or appropriate to the conduct of the business of, and allocable to, HEP. The partnership agreement
provides that the general partner will determine the expenses that are allocable to HEP. See Item 13, �Certain
Relationships and Related Transactions� of this Form 10-K Annual Report for additional discussion of relationships
and transactions we have with Holly. Each of the services included within the administrative fee is not assigned any
particular individual value. Further, no portion of the administrative fee is subject to an allocation agreement for the
services provided by the individual Named Executive Officers of HLS. Consequently, the compensation paid by Holly
to the Named Executive Officers is not allocable to the annual administrative fee as reimbursement of compensation
paid by Holly for services performed by the Named Executive Officers for HLS.
Other than as generally covered by the administrative fee, no expense associated with the compensation paid by Holly
or HLS to the Named Executive Officers of HLS other than to Mr. Townsend is charged to or reimbursed by HEP.
The only exception is with respect to equity compensation paid by HEP to the Named Executive Officers. In that case,
HLS purchases the units, and HEP reimburses HLS for the purchase price.
We reimburse HLS for 58% of the expenses incurred by HLS to pay Mr. Townsend�s salary, bonus, retirement and
other benefits. As Mr. Townsend also provides services to Holly�s subsidiary, Navajo Pipeline Co., L.P. (�Navajo
Pipeline�), 42% of his cash compensation and benefits are charged to Navajo Pipeline. We reimburse HLS for 100% of
the expenses incurred in providing Mr. Townsend with long-term incentive equity compensation. All compensation
paid to him by Holly is fully disclosed in the tabular disclosure following this compensation discussion and analysis.
Messrs. Clifton, McDonnell and Ridenour are compensated by HLS for the services they perform for HLS through
awards of equity-based compensation granted pursuant to the Long-Term Incentive Plan. None of the compensation
paid to Messrs. Clifton, McDonnell and Ridenour by Holly is properly allocable to the services provided by
Messrs. Clifton, McDonnell and Ridenour to HLS and, therefore, only the Long-Term Incentive Plan awards granted
to them are disclosed herein.
With respect to Mr. Townsend, we use a compensation approach that includes a mix of base salary, goal-driven annual
cash bonus awards with target amounts expressed as percentages of salary, and annual long-term incentive awards
consisting of restricted units of HEP. In addition, Mr. Townsend is provided
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with benefits that are generally available to all of Holly�s salaried employees, as described more fully below.
Objectives of Compensation Program
Our compensation program is designed to attract and retain talented and productive executives who are motivated to
protect and enhance the long-term value of HEP for its unitholders. Our objective is to tie compensation to business
and individual performance and to provide total compensation competitive with our peers. Our compensation levels
are reviewed in light of publicly available information on compensation paid by companies in our industry that are
similar to us, taking into account HEP�s size.
The HLS Compensation Committee (the �Committee�), comprised entirely of independent directors, administers our
compensation program. The Committee determines and approves, upon the recommendation of management, the
equity compensation to be paid to the Named Executive Officers and the compensation in addition to equity
compensation to Mr. Townsend.
The Committee has not adopted any formal policies for allocating compensation among salaries, bonuses and equity
compensation. However, in the case of Mr. Townsend, the Committee, with the assistance of management, seeks to
designate an appropriate mix of cash and long-term equity incentive compensation with a goal of providing
compensation to retain Mr. Townsend, while providing incentives to maximize long-term value for HEP and its
unitholders. The Committee, with the assistance of management, annually performs an internal review of each of the
other Named Executive Officers� equity compensation to determine whether the executives are being provided with
equity awards that are effective in motivating the Named Executive Officers to continue to create long-term value for
HEP. The Committee also compares the Named Executive Officers� compensation to that of comparable executives in
other similarly situated businesses. Because Messrs. Clifton, McDonnell and Ridenour only commit less than half of
their business time to HEP, during which time they are primarily involved in determining the long-term business goals
and policies of HEP, the Committee believes that it is appropriate to compensate them only through long-term
incentives to retain them during the period of time during which their policies are expected to impact our business and
that will reward them in accordance with the success of those long-term goals and policies.
As part of its consideration, the Committee reviews and discusses market data and recommendations provided by an
established, independent consulting firm specializing in executive compensation issues. Except with respect to his
own compensation, the Committee solicits the recommendations of our Chairman of the Board and Chief Executive
Officer, which the Committee considers in making its determinations.
Overview of 2006 Executive Compensation Components
For Mr. Townsend, the components of compensation in 2006 were:

� base salary;

� annual performance-based cash incentive compensation;

� long-term equity incentive compensation; and

� retirement and other benefits.
The Committee also reviewed the total compensation provided to Mr. Townsend in the previous year in determining
compensation to be paid in 2006.
In 2006, the only component of compensation we provided for the other Named Executive Officers was long-term
equity incentive compensation. All Named Executive Officers receiving equity awards received restricted units, with
the exception of Mr. Clifton, who received an award of performance units. The nature of each of these types of awards
is more fully described below.
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Base Salary
Base salary for Mr. Townsend was approved in January 2006 by the Committee based on his position and level of
responsibility, individual performance, HLS�s salary range for executives at his level and market practices. The
Committee also reviewed competitive market data provided by an independent consultant relevant to his position.
After reviewing Mr. Townsend�s responsibilities, contributions to HEP�s long-term value and the competitive market
data, the Committee approved Mr. Townsend�s salary for 2006 at $190,000.
Annual Incentive Cash Bonus Compensation
The Holly Logistic Services Annual Incentive Plan (the �Annual Incentive Plan�) was adopted by the HLS Board of
Directors in August 2004 with the objective of motivating management and the employees of HLS and its affiliates
who perform services for HLS and HEP to collectively produce outstanding results, encourage superior performance,
increase productivity, and aid in attracting and retaining key employees. The Committee oversees the administration
of the Annual Incentive Plan, and any potential awards granted pursuant to it are subject to final determination by the
Committee that the performance goals for the applicable periods have been achieved.
Payment with respect to any cash bonus is contingent upon the satisfaction of the pre-established objective and
subjective performance criteria described in note (3) to the Summary Compensation Table below. These performance
criteria include both HEP and Holly factors, given the scope of responsibilities of our named executive officers. The
total bonus pool for all executives and employees of HLS is typically determined by the Committee after the end of
each year or designated performance period. At such time, the Committee also approves the granting of new awards
for the current year or designated performance period. Awards for a given year are paid in cash in the first quarter of
the following year.
Early in each new year, the Committee approves the performance measures and performance targets to be used for the
upcoming calendar year in determining the cash bonus amounts to be paid pursuant to the Annual Incentive Plan.
Under the Annual Incentive Plan, performance targets may be based on any factors as the Chairman of the Board and
Chief Executive Officer, subject to the approval of the Committee, may determine.
Mr. Townsend�s target bonus amount for 2006 was approved by the Committee as a percentage of his base salary equal
to 40%. Under the pre-defined performance goals described below in the narrative accompanying the Summary
Compensation Table, Mr. Townsend was eligible to receive up to 200% of his target bonus amount (equal to 80% of
his base salary).
In addition to the pre-defined performance criteria, the Committee has discretion to approve an increase or decrease in
a Named Executive Officer�s bonus. In making the determination as to whether such discretion should be applied, the
Committee reviews the recommendations from management. For 2006, the Committee determined to approve a
discretionary increase in Mr. Townsend�s bonus. Mr. Townsend�s 2006 bonus will be paid in March 2007.
Long-Term Incentive Equity Compensation
The Long-Term Incentive Plan was adopted by the HLS Board of Directors in August 2004 with the objective of
promoting the interests of HEP by providing to management, employees and consultants of HLS and its affiliates who
perform services for HLS and HEP and its subsidiaries incentive compensation awards that are based on units of HEP.
The Long-Term Incentive Plan is also contemplated to enhance our ability to attract and retain the services of
individuals who are essential for the growth and profitability of HEP and to encourage them to devote their best
efforts to advancing our business. The Long-Term Incentive Plan is administered by the Committee.
The Long-Term Incentive Plan contemplates four potential types of awards: restricted units, phantom units, unit
options and unit appreciation rights. Since the inception of HEP, we have awarded only restricted units and phantom
units, the latter being referred to herein as performance unit awards.
With respect to the Named Executive Officers, in determining the appropriate amount and type of long-term incentive
awards to be made, the Committee considers the amount of time devoted by each
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executive to our business, the executive�s scope of responsibility, base salary and available compensation information
for executives in comparable positions in similar companies.
Restricted Units
A restricted unit is a common unit subject to forfeiture upon termination of employment prior to the vesting of the
award. The Committee may approve grants on the terms that it determines, including the period during which the
award will vest. Under the Long-Term Incentive Plan, the Committee may condition vesting upon the achievement of
specified financial objectives. The restricted units will vest upon a change of control of HEP, our general partner, HLS
or Holly, unless provided otherwise by the Committee. Restricted unit holders have all the rights of a unitholder with
respect to such restricted units, including the right to receive all distributions paid with respect to such restricted units
and any right to vote with respect to the restricted units, subject to limitations on transfer and disposition of the units
during the restricted period.
In 2006, the Named Executive Officers who were granted awards of restricted units were Messrs. McDonnell,
Ridenour and Townsend. One-third of these restricted unit awards became fully vested and nonforfeitable on
January 2, 2007. After December 31, 2007, two-thirds of the restricted units will be fully vested and nonforfeitable,
and all the restricted units will be fully vested and nonforfeitable after December 31, 2008.
Phantom Units and Performance Units
A phantom unit is a notional unit that entitles the grantee to receive a common unit upon the vesting of the phantom
unit or, as may be provided in the applicable agreement between the grantee and HLS, the cash equivalent to the value
of a common unit. A performance unit is a phantom unit that will only be settled upon the attainment of
pre-established performance targets. The Committee may approve grants on such terms as the Committee shall
determine. The Committee approves the period over which phantom units will vest, and the Committee may base its
determination upon the achievement of specified financial objectives. As with restricted units, phantom units will vest
upon a change of control of HEP, our general partner, HLS or Holly, unless provided otherwise by the Committee.
Phantom units are also subject to forfeiture in the event that the executive�s employment or service relationship
terminates for any reason, unless and to the extent that the Committee provides otherwise.
In 2006, the only Named Executive Officer who received an award of performance units was Mr. Clifton.
Performance units were awarded to Mr. Clifton given his responsibilities to HEP with respect to long-term strategy.
The performance period for such award is from January 1, 2006 through December 31, 2008. Mr. Clifton may earn no
less than 50% and no more than 150% of the performance units subject to his award over the course of the
performance period as described more fully in the narrative accompanying the Grant of Plan Based Awards Table.
Mr. Clifton�s performance units may be settled only in common units of HEP.
Acquisition of Common Units for Long-Term Incentive Equity Awards
Common units to be delivered in connection with the grant of performance unit awards may be common units
acquired by HLS on the open market, common units already owned by HLS, common units acquired by HLS directly
from us or any other person or any combination of the foregoing. We do not currently hold treasury units. HLS is
entitled to reimbursement by us for the cost of acquiring the common units.
Review of Peer Data
Market pay levels are one of many factors we consider in setting compensation for the Named Executive Officers. To
provide a frame of reference in evaluating the reasonableness and competitiveness of compensation, market pay levels
are obtained from various sources including published compensation surveys and information taken from the SEC
filings for a number of publicly traded master limited partnerships (�MLPs�). The MLP benchmark group that the
Committee reviewed with management and its outside consultant was comprised of: Kinder Morgan Energy Partners,
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L.P., Enbridge Energy Partners, L.P., TEPPCO Partners, L.P., Valero L.P., Magellan Midstream Partners, L.P.,
Buckeye Energy Partners, L.P. and Sunoco Logistics Partners L.P., Pacific Energy Partners, L.P. (which merged with
Plains All American Pipeline on November 15, 2006), Inergy L.P., Crosstex Energy, LP, TC Pipelines, LP, Mark
West Energy Partners, L.P., Atlas Pipeline Partners, L.P. and Hiland Partners, LP. Our objective is to position pay
levels approximating the middle range of market practice. As noted, however, market pay levels are only one factor
considered, with pay decisions ultimately reflecting an evaluation of individual contribution and value to HEP.
Role of Named Executive Officers in Determining Executive Compensation
Various members of management facilitate the Committee�s consideration of compensation for Named Executive
Officers by providing data for the Committee�s review. This data includes, but is not limited to HEP�s annual budget as
approved by HLS�s Board of Directors, HEP�s financial performance over the course of the year versus that of its peers,
performance evaluations of Named Executive Officers, compensation provided to the Named Executive Officers in
previous years, tax-related considerations and accounting-related considerations. Management provides the
Committee with guidance as to how such data impacts pre-determined performance goals set by the Committee during
the previous year. When management considers a discretionary bonus to be appropriate for a Named Executive
Officer, it will suggest an amount and provide the Committee with management�s rationale for such bonus. Given the
day-to-day familiarity that management has with the work performed by the Named Executive Officers, the
Committee values management�s recommendations. However, the Committee makes the final decision as to the
compensation of HLS�s Named Executive Officers.
Tax and Accounting Implications
We account for the equity compensation expense for our employees and executive officers, including our Named
Executive Officers, under the rules of SFAS 123(r), which requires us to estimate and record an expense for each
award of equity compensation over the vesting period of the award. Accounting rules also require us to record cash
compensation as an expense at the time the obligation is accrued. As HLS is a subsidiary of a publicly-traded
corporation, the Committee is mindful of the impact that Section 162(m) of the Internal Revenue Code (the �Code�)
may have on compensatory deductions passed through to HLS�s parent. To the extent Section 162(m) of the Code may
ever impact the deductibility of such arrangements, the Committee intends generally to structure arrangements, where
feasible, so as to minimize or eliminate the impact of the limitations of Section 162(m) of the Code. Nevertheless, to
the extent that, in the opinion of the Committee, structuring compensatory arrangements to fully maximize a corporate
deduction is not in the best interest of HEP, either due to the need to attract or retain top talent or for any other
legitimate business reason, the Committee may approve compensation arrangements that are not deductible or not
fully deductible.
Retirement and Benefit Plans
The cost of benefits for employees of HLS are charged monthly to us by Holly in accordance with the terms of the
Omnibus Agreement. These employees participate in the available retirement and thrift plans of Holly. Holly�s tax
qualified defined benefit retirement plan is described below in the narrative accompanying the Pension Benefits Table.
The Thrift Plan is offered to all employees of HLS, which plan is qualified under the Code. In 2006, employees had
the option to participate in both the Retirement Plan and the Thrift Plan. Employees were permitted to make
contributions to the Thrift Plan of 1% to 50% of their compensation. In 2006, for non-bargained employees who had
at least one year of service, Holly matched employee contributions to the Thrift Plan up to 4% of their compensation.
Employee contributions that were made on a tax-deferred basis were generally limited to $15,000 per year with
employees over 50 years of age able to make additional tax-deferred contributions of $5,000. Prior to 2007, Holly�s
contributions in the Thrift Plan did not vest until the earlier of three years of credited service or termination of
employment due to retirement, disability or death.
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Mr. Townsend is the only Named Executive Officer whose Retirement Plan and Thrift Plan benefits are charged to us
by Holly.
Change-in-Control Agreements
On February 9, 2007, the Board of Directors of Holly approved Change-in-Control Agreements to be entered into with
Mr. Townsend and David G. Blair. Mr. Blair was elected as HLS�s Senior Vice President effective January 1, 2007 and
beginning in 2007 is a named executive officer of HLS. The expenses associated with the Change-in-Control
Agreements are not reimbursable to Holly by us.
The Change-in-Control Agreements will provide that if in connection with or within two years after a �change in
control� of Holly, HLS or HEP (1) the executive is terminated without �cause,� leaves voluntarily �for good reason,� or is
terminated as a condition of the occurrence of the transaction constituting the �change in control,� and (2) the executive
is not offered employment with Holly or its related entities on substantially the same terms as his previous
employment with HLS within 30 days after such termination, then the executive will receive the following cash
severance amounts paid by Holly, and not reimbursable by HEP as outlined in the table below: (i) a cash payment
equal to his accrued and unpaid salary, reimbursement of expenses and accrued vacation pay, and (ii) a lump sum
amount equal to a multiple specified in the table below for such executive times (A) his annual base salary as of his
date of termination or the date immediately prior to the �change in control,� whichever is greater, and (B) his annual
bonus amount, calculated as the average annual bonus paid to him for the prior three years. In addition, the executive
(and his dependents, as applicable) will receive a continuation of their medical and dental benefits for the number of
years indicated in the table below for such executive. All payments and benefits due under the agreements will be
conditioned on execution and nonrevocation by the executive of a release for the benefit of Holly, HLS and HEP and
their related entities and agents. If amounts payable to an executive under the agreement (or pursuant to any other
arrangement or agreement with Holly, HLS or HEP that are payable as a result of a change in ownership or control)
(collectively, the �Payments�) exceed the amount allowed under section 280G of the Internal Revenue Code of 1986, as
amended (the �Code�), for such executive by 10% or more, Holly will pay the executive a tax gross up (a �Gross Up�) in
an amount necessary to allow the executive to retain (after all regular income and Code Section 280G taxes) a net
amount equal to the total present value of the Payments on the date they are to be paid (after all regular income taxes
but without reduction for Code Section 290G taxes). Conversely, the Payments will be cut back if they exceed the
Code section 280G limit for the executive by less than 10%.

Cash
Severance

Years for
Continuation of

Named Executive Officer Multiple
Medical and Dental

Benefits
David G. Blair 2 times 2
James G. Townsend 1 times 1
Compensation Committee Report
The Compensation Committee of the Holly Logistic Services, L.L.C. Board of Directors has 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 discussion, the Compensation Committee recommended to the Board that the Compensation
Discussion and Analysis be included in this Form 10-K.
Members of the Compensation Committee:
Charles M. Darling, IV, Chairman
Jerry W. Pinkerton
William P. Stengel
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Summary Compensation Table
The table below summarizes the total compensation paid or earned by each of the Named Executive Officers in 2006.
Neither we nor HLS has entered into any employment agreements with any of the Named Executive Officers, other
than the change-in-control agreements described above. As previously noted, the cash compensation and benefits for
Named Executive Officers other than Mr. Townsend were neither paid by us nor allocable to services those Named
Executive Officers performed for us in 2006. Information regarding the compensation paid to Messrs. Clifton,
McDonnell and Ridenour as consideration for the services they perform for Holly will be reported in Holly�s annual
proxy statement.

Summary Compensation Table
Non-Equity Change in

Incentive
Plan Pension All Other

Name and Salary Bonus
Stock

Awards
Option
AwardsCompensation Value Compensation Total

Principal Position Year ($) ($) ($) ($) ($) ($) ($) ($)
Matthew P.
Clifton,
Chairman of the
Board and Chief
Executive Officer 2006 $ � $ � $193,784(1) $ � $ � $ � $ � $193,784

Stephen J.
McDonnell,
Vice President and
Chief Financial
Officer 2006 $ � $ � $ 29,084(1) $ � $ � $ � $ � $ 29,084

P. Dean Ridenour,
Vice President and
Chief Accounting
Officer 2006 $ � $ � $101,793(1) $ � $ � $ � $ � $101,793

James G.
Townsend,
Vice President �
Pipeline
Operations 2006 $203,940(2) $30,000(3) $ 58,168(1) $ � $143,000(4) $38,555(5) $7,471(6) $481,134

(1) See our note 6 to consolidated financial statements for a discussion of the assumptions used in determining the
SFAS 123(r) compensation cost of these awards. The amount for Mr. Clifton is based on an estimated payment of
125% of the performance units.

(2) Mr. Townsend�s annual salary was adjusted to $190,000 effective March 1, 2006 from his previous salary of
$175,398. The $203,940 is comprised of: (i) ten months of salary at the March 1, 2006 rate, (ii) two months of
salary at the previous rate, and (iii) an adjustment of $17,160 to correct for a raise approved in 2005 not reflected
in his previous annual salary. 42% of Mr. Townsend�s salary was charged to Navajo Pipeline for services provided
in 2006 by Mr. Townsend to Navajo Pipeline.
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(3) This reflects the discretionary portion of Mr. Townsend�s bonus, which amount is in excess of the pre-defined
target amount. 42% of this amount was charged to Navajo Pipeline for services provided in 2006 by
Mr. Townsend to Navajo Pipeline.

(4) This reflects the pre-defined target percentages that were allocated to various components as follows:
� A portion of Mr. Townsend�s bonus equal to 5% of his base salary, based on Holly�s pre-tax net income (�PTNI�)

goal of $197,907,000. This component was subject to being adjusted to a minimum amount of 0% and a
maximum amount of 10%. As Holly exceeded its PTNI goal by 20%, this component was earned at 10%.

� A portion of Mr. Townsend�s bonus equal to 5% of his base salary, based on Holly�s stock price performance
over the year versus that of its peers. This component was subject to
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being adjusted to a minimum amount of 0% and a maximum amount of 10%. As Holly outperformed its peers,
this component was earned at 10%.

� A portion of Mr. Townsend�s bonus equal to 20% of his base salary, based on the performance of
Mr. Townsend�s business unit versus the unit�s budgeted goal for 2006. Given the performance of the business
unit versus its internal goals for 2006, this component was earned at 40%.

� A portion of Mr. Townsend�s bonus equal to 10% of his base salary, based on Mr. Townsend�s individual
performance over the year. This component was subject to being adjusted to a minimum amount of 0% and a
maximum amount of 20%. Mr. Townsend�s individual performance for 2006 was evaluated through an annual
performance review completed in February 2007. The review included a written assessment provided by
Mr. Townsend�s immediate supervisor. The assessment reviewed how well Mr. Townsend displayed each of the
following six �Performance Dimensions�:
- Interpersonal Effectiveness

- Business Conduct

- Leadership

- Professional & Technical Competency

- Results Orientation

- Strengths
Each one of these performance dimensions had a variety of sub-categories that were separately reviewed. The
assessment also evaluated how well Mr. Townsend had performed the individual goals he had been assigned for 2006.
As a result of the assessment, Mr. Townsend was eligible to receive as part of his bonus 15% of his base salary.

(5) This reflects the following assumptions:

December 31, 2005 December 31, 2006
Discount Rate: 5.75% 6.00% 

Mortality Table: 1994 Group Annuity RP2000 White Collar

Reserving Table: Projected to 2020 (50% Male/ 50%
Female)

Retirement Age: 62 62 
(6) This reflects matching contributions made to the Thrift Plan by HLS, which was reimbursed by HEP.
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2006 Grants of Plan-Based Awards

Estimated Future Payouts
Under Estimated Future Payouts

Non-Equity Incentive Plan Under Equity Incentive Plan
Awards Awards

(c)

(b) Thresh (d) (e) (f) (g) (h) All other
Base
Price (j)

(a) Grant -old Target Maximum Thresh-old Target Maximum Equity
of

AwardsGrant Date

Name Date ($) ($) ($) (#) (#) (#) Awards
($/Unit)

(i) Fair Value
Matthew P.
Clifton,
Chairman of
the Board
and Chief
Executive
Officer 2/16/2006 n/a n/a n/a 4,219(1) 8,438(1) 12,657(1) n/a n/a $416,099(7)

Stephen J.
McDonnell,
Vice
President
and Chief
Financial
Officer 2/16/2006 n/a n/a n/a n/a n/a n/a 1,250(2) n/a $ 49,313(8)

P. Dean
Ridenour,
Vice
President
and Chief
Accounting
Officer 2/16/2006 n/a n/a n/a n/a n/a n/a 4,375(3) n/a $172,594(8)

James G.
Townsend,
Vice
President �
Pipeline
Operations 2/16/2006 n/a $76,000(4) $152,000(5) n/a n/a n/a 2,500(6) n/a $ 98,625(8)

(1) The Committee
approved a
grant of 8,438
performance
units to
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Mr. Clifton.
Under the terms
of the grant,
Mr. Clifton may
earn from 50%
to 150% of the
performance
units, based on
the increase in
HEP�s cash
distributions on
the common
units of HEP.
The
performance
period for the
award began on
January 1, 2006
and ends on
December 31,
2008. Following
the completion
of the
performance
period,
Mr. Clifton shall
be entitled to a
payment of a
number of
common units
equal to the
result of
multiplying the
original grant
amount of 8,438
by the
performance
percentage set
forth below:

3-Year Total Increase in Cash Performance
Distributions Per Common Unit Percentage (%) to be
above $7.50 (beginning with Multiplied
base of $2.50) by Performance Units
$0.00 or less 50%
$0.62 100%
$1.27 or more 150%

In order to receive 100% of the units subject to this award, the cash distributions per unit declared
and paid in the three years ended December 31, 2008 must total $8.12 per unit. In order to receive
125%, the distributions per unit declared and paid for the three years ended December 31, 2008
must total $8.44 per unit. In order to receive 150%, the distributions per unit declared and paid in
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the three years ended December 31, 2008 must total $8.77 per unit. The percentages shall be
interpolated between points.

In the event that Mr. Clifton�s employment terminates prior to January 1, 2009, other than due to a
defined change-in-control event, death, disability or retirement, he will forfeit his award. The
change-in-control provisions of this award are described below under the section titled Severance
and Change-in-Control Arrangements. In the event of Mr. Clifton�s death, total and permanent
disability as determined by the Committee in its sole discretion or retirement after attaining age 62
or retirement after attaining an earlier retirement age approved by the Committee in its sole
discretion, Mr. Clifton shall forfeit a number of units equal to the percentage that the number of
full months following the date of separation, death, disability or retirement to the end of the
performance period bears to 36. Any remaining units that are not vested will become vested. In its
sole discretion, the Committee may make a payment assuming a performance percentage of up to
150% instead of the prorated number. As outlined above, the amount shown in column (f) reflects
the minimum payment amount of 50%, the amount shown in column (g) reflects the target amount
of 100% and the amount shown in column (h) reflects the maximum payment level of 150%.
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(2) The Committee approved a grant of 1,250 restricted units to Mr. McDonnell. Under the terms of the grant, 1/3
of the restricted units were fully vested and nonforfeitable after December 31, 2006, 2/3 will be fully vested and
nonforfeitable after December 31, 2007, and all of the restricted units will be fully vested and nonforfeitable
after December 31, 2008. Other than due to a defined change-in-control event, death, disability or retirement,
Mr. McDonnell shall forfeit the remaining units if his employment is terminated after December 31, 2006 and
before January 1, 2008, and one-third of the units if his employment is terminated after December 31, 2007 and
before January 1, 2009. The change-in-control provisions of this award are described below under the section
titled Severance and Change-in-Control Arrangements. In the event of Mr. McDonnell�s death, total and
permanent disability as determined by the Committee in its sole discretion or retirement after attaining age 62
or retirement after attaining an earlier retirement age approved by the Committee in its sole discretion,
Mr. McDonnell shall forfeit a number of units equal to (i) the total award times (ii) the percentage that the
period of full months beginning on the first calendar month following the date of death, disability or retirement
and ending on December 31, 2008 bears to 36. Any remaining units that are not vested will become vested. In
its sole discretion, the Committee may decide to vest all of the units in lieu of the prorated number.
Mr. McDonnell is a unitholder with respect to all of the restricted units and has the right to receive all
distributions paid with respect to such restricted units.

(3) The Committee approved a grant of 4,375 restricted units to Mr. Ridenour. Under the terms of the grant, 1/3 of
the restricted units were fully vested and nonforfeitable after December 31, 2006, 2/3 will be fully vested and
nonforfeitable after December 31, 2007, and all of the restricted units will be fully vested and nonforfeitable
after December 31, 2008. Other than due to a defined change-in-control event, death, disability or retirement,
Mr. Ridenour shall forfeit the remaining units if his employment is terminated after December 31, 2006 and
before January 1, 2008, and one-third of the units if his employment is terminated after December 31, 2007 and
before January 1, 2009. The change-in-control provisions of this award are described below under the section
titled Severance and Change-in-Control Arrangements. In the event of Mr. Ridenour�s death, total and
permanent disability as determined by the Committee in its sole discretion or retirement after attaining age 62
or retirement after attaining an earlier retirement age approved by the Committee in its sole discretion,
Mr. Ridenour shall forfeit a number of units equal to (i) the total award times (ii) the percentage that the period
of full months beginning on the first calendar month following the date of death, disability or retirement and
ending on December 31, 2008 bears to 36. Any remaining units that are not vested will become vested. In its
sole discretion, the Committee may decide to vest all of the units in lieu of the prorated number. Mr. Ridenour
is a unitholder with respect to all of the restricted units and has the right to receive all distributions paid with
respect to such restricted units.

(4) This reflects a target bonus award amount for Mr. Townsend equal to 40% of his 2006 salary.

(5) This reflects that Mr. Townsend may receive up to 200% of the target bonus award amount.

(6) The Committee approved a grant of 2,500 restricted units to Mr. Townsend. Under the terms of the grant, 1/3 of
the restricted units were fully vested and nonforfeitable after December 31, 2006, 2/3 will be fully vested and
nonforfeitable after December 31, 2007, and all of the restricted units will be fully vested and nonforfeitable
after December 31, 2008. Other than due to a defined change-in-control event, death, disability or retirement,
Mr. Townsend shall forfeit the remaining units if his employment is terminated after December 31, 2006 and
before January 1, 2008, and one-third of the units if his employment is terminated after December 31, 2007 and
before January 1, 2009. The change-in-control provisions of this award are described below under the section
titled Severance and Change-in-Control Arrangements. In the event of Mr. Townsend�s death, total and
permanent disability as determined by the Committee in its sole discretion or retirement after attaining age 62
or retirement after attaining an earlier retirement age approved by the Committee in its sole discretion,
Mr. Townsend shall forfeit a number of units equal to (i) the total award times (ii)
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the percentage that the period of full months beginning on the first calendar month following the date of death,
disability or retirement and ending on December 31, 2008 bears to 36. Any remaining units that are not vested
will become vested. In its sole discretion, the Committee may decide to vest all of the units in lieu of the
prorated number. Mr. Townsend is a unitholder with respect to all of the restricted units and has the right to
receive all distributions paid with respect to such restricted units.

(7) This reflects the closing price at the date of grant and an assumed payment of 125% of the performance units.

(8) This reflects the closing price at the date of grant.
Outstanding Equity Awards at Fiscal Year End

Equity Awards

Equity Incentive
Equity Incentive

Plan

Number Plan Awards:
Awards: Market

or

of Units
Number of
Unearned Payout Value of

That Had
Market Value

of
Units, Units or

Other
Unearned Units,

Units

Not
Units That

Had
Rights That Had

Not
or Other Rights

That
Vested Not Vested Vested Had Not Vested

Name (#) ($) (#) ($)
Matthew P. Clifton, Chairman of the
Board and Chief Executive Officer n/a n/a 16,240(1) $ 653,660

Stephen J. McDonnell, Vice President
and Chief Financial Officer 1,755(2) $ 70,639(4) n/a n/a

P. Dean Ridenour, Vice President and
Chief Accounting Officer 7,096(3) $ 285,614(4) n/a n/a

James G. Townsend, Vice President �
Pipeline Operations 3,231(5) $ 130,048(4) n/a n/a

(1) This number reflects the combined total of A and B below:
A. An award of 7,802 restricted units made to Mr. Clifton in February 2005. Except in the case of early

termination, after December 31, 2007 (i) one third of the restricted units will vest if HEP�s quarterly adjusted net
income per diluted unit is not less than $0.56 for any quarter between October 1, 2007 and December 31, 2010;
(ii) one third of the restricted units will vest if HEP�s quarterly adjusted net income per diluted unit is not less
than $0.56 for any quarter between October 1, 2008 and December 31, 2010; and (iii) one third of the restricted
units will vest if HEP�s quarterly adjusted net income per diluted unit is not less than $0.56 for any quarter
between October 1, 2009 and December 31, 2010.

Other than due to a defined change-in-control event, death, disability or retirement, Mr. Clifton shall forfeit all
of the restricted units if his employment is terminated before January 1, 2008, two-thirds of the units if his
employment is terminated after December 31, 2007 and before January 1, 2009, and one-third of the units if his
employment is terminated after December 31, 2008 and before January 1, 2010. The change-in-control
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provisions of this award are described below under the section titled Severance and Change-in-Control
Arrangements. In the event of Mr. Clifton�s death, total and permanent disability as determined by the
Committee in its sole discretion or retirement after attaining age 62 or retirement after attaining an earlier
retirement age approved by the Committee in its sole discretion, Mr. Clifton shall forfeit a number of units equal
to (i) the total award times (ii) the percentage that the period of full months beginning on the first calendar
month following the date of death, disability or retirement and ending on
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December 31, 2009 bears to 60. Any remaining units that are not vested will become vested. In its sole
discretion, the Committee may decide to vest all of the units in lieu of the prorated number. Mr. Clifton is a
unitholder with respect to all of the restricted units and has the right to receive all distributions paid with
respect to such restricted units.

B. An award of 8,438 performance units made to Mr. Clifton in February 2006, which are described in footnote
1 to the Grants of Plan-Based Awards table above.

(2) This number reflects the combined total of A and B below:
A. An award of 505 restricted units made to Mr. McDonnell in February 2005. Under the terms of the grant,

except in the case of early termination, 1/3 of the restricted units will be fully vested and nonforfeitable after
December 31, 2007, 2/3 will be fully vested and nonforfeitable after December 31, 2008, and all of the
restricted units will be fully vested and nonforfeitable after December 31, 2009.

Other than due to a defined change-in-control event, death, disability or retirement, Mr. McDonnell shall
forfeit all of the restricted units if his employment is terminated before January 1, 2008, two-thirds of the
units if his employment is terminated after December 31, 2007 and before January 1, 2009, and one-third of
the units if his employment is terminated after December 31, 2008 and before January 1, 2010. The
change-in-control provisions of this award are described below under the section titled Severance and
Change-in-Control Arrangements. In the event of Mr. McDonnell�s death, total and permanent disability as
determined by the Committee in its sole discretion or retirement after attaining age 62 or retirement after
attaining an earlier retirement age approved by the Committee in its sole discretion, Mr. McDonnell shall
forfeit a number of units equal to (i) the total award times (ii) the percentage that the period of full months
beginning on the first calendar month following the date of death, disability or retirement and ending on
December 31, 2009 bears to 60. Any remaining units that are not vested will become vested. In its sole
discretion, the Committee may decide to vest all of the units in lieu of the prorated number. Mr. McDonnell is
a unitholder with respect to all of the restricted units and has the right to receive all distributions paid with
respect to such restricted units.

B. An award of 1,250 restricted units made to Mr. McDonnell in February 2006, which are described in footnote
2 to the Grants of Plan-Based Awards table above, one-third of which vested after December 31, 2006.

(3) This number reflects the combined total of A, B and C below:
A. An award of 1,875 restricted units made to Mr. Ridenour in November 2004. Under the terms of the grant,

except in the case of early termination, all of the restricted units will be fully vested on August 4, 2007.

Other than due to a defined change-in-control event, death, disability or retirement, Mr. Ridenour shall forfeit
all of the restricted units if his employment is terminated before August 4, 2007. The change-in-control
provisions of this award are described below under the section titled Severance and Change-in-Control
Arrangements. In the event of Mr. Ridenour�s death, total and permanent disability as determined by the
Committee in its sole discretion or retirement after attaining age 62 or retirement after attaining an earlier
retirement age approved by the Committee in its sole discretion, Mr. Ridenour shall forfeit a number of units
equal to (i) the total award times (ii) the percentage that the number of days from August 4, 2004 to the date
of death, disability or retirement bears to 1095 days. Any remaining units that are not vested will become
vested. In its sole discretion, the Committee may decide to vest all of the units in lieu of the prorated number.
Mr. Ridenour is a unitholder with respect to all of the restricted units and has the right to receive all
distributions paid with respect to such restricted units.
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B. An award of 846 restricted units made to Mr. Ridenour in February 2005. Under the terms of the grant, except
in the case of early termination, 1/3 of the restricted units will be fully vested and nonforfeitable after
December 31, 2007, 2/3 will be fully vested and nonforfeitable after December 31, 2008, and all of the
restricted units will be fully vested and nonforfeitable after December 31, 2009.

Other than due to a defined change-in-control event, death, disability or retirement, Mr. Ridenour shall forfeit
all of the restricted units if his employment is terminated before January 1, 2008, two-thirds of the units if his
employment is terminated after December 31, 2007 and before January 1, 2009, and one-third of the units if
his employment is terminated after December 31, 2008 and before January 1, 2010. The change-in-control
provisions of this award are described below under the section titled Severance and Change-in-Control
Arrangements. In the event of Mr. Ridenour�s death, total and permanent disability as determined by the
Committee in its sole discretion or retirement after attaining age 62 or retirement after attaining an earlier
retirement age approved by the Committee in its sole discretion, Mr. Ridenour shall forfeit a number of units
equal to (i) the total award times (ii) the percentage that the period of full months beginning on the first
calendar month following the date of death, disability or retirement and ending on December 31, 2009 bears
to 60. Any remaining units that are not vested will become vested. In its sole discretion, the Committee may
decide to vest all of the units in lieu of the prorated number. Mr. Ridenour is a unitholder with respect to all of
the restricted units and has the right to receive all distributions paid with respect to such restricted units.

C. An award of 4,375 restricted units made to Mr. Ridenour in February 2006, which are described in footnote 2
to the Grants of Plan-Based Awards table above, one-third of which vested after December 31, 2006.

(4) Based upon the closing market price of $40.25 on December 29, 2006.

(5) This number reflects the combined total of A and B below:
A. An award of 731 restricted units made to Mr. Townsend in February 2005. Under the terms of the grant,

except in the case of early termination, 1/3 of the restricted units will be fully vested and nonforfeitable after
December 31, 2007, 2/3 will be fully vested and nonforfeitable after December 31, 2008, and all of the
restricted units will be fully vested and nonforfeitable after December 31, 2009.

B. An award of 2,500 restricted units made to Mr. Townsend in February 2006, which are described in footnote
2 to the Grants of Plan-Based Awards table above, one-third of which vested after December 31, 2006

None of the equity awards previously granted to our Named Executive Officers vested in 2006.
Pension Benefits Table
In 2006, Mr. Townsend was eligible to receive benefits under Holly�s Noncontributory Retirement Plan after one year
of service, with service credited from his date of employment. The Retirement Plan provides a defined benefit to
participants generally following their retirement. The compensation covered by the Retirement Plan is the average
combined annual salary (and any quarterly bonus, if applicable) compensation during the highest consecutive
36-month period of employment for each employee. (An employee�s term of employment was not deemed interrupted
for Holly employees who were transitioned to work as HLS employees for HEP). No quarterly bonuses were provided
to executives in 2006. Under the Retirement Plan, subject to certain age and length-of-service requirements,
employees upon normal retirement are entitled to a life annuity with yearly pension payments equal to 1.6% of
average annual base compensation during their highest compensated consecutive 36-month period of employment
multiplied by total credited years of service, less 1.5% of primary Social Security benefits multiplied by
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such service years but not to exceed 45% of such benefits. Benefits up to limits set by the Code are funded by Holly�s
contributions to the Retirement Plan, with the amounts determined on an actuarial basis. In 2006, the Code limited
benefits that could be covered by the Retirement Plan�s assets to $175,000 per year (subject to increases for future
years based on price level changes) and limited the compensation that could be taken into account in computing such
benefits to $220,000 per year (subject to certain upward adjustments for future years).

Pension Benefits
Number of

Years Present Value of
Payments

During

Name
Plan

Name
Credited
Service

Accumulated
Benefit

Last Fiscal
Year

(a) (b) (#) (c) ($) (d) ($) (e)
Matthew P. Clifton, Chairman of the Board
and Chief Executive Officer (1) (1) (1) (1)

Stephen J. McDonnell, Vice President and
Chief Financial Officer (1) (1) (1) (1)

P. Dean Ridenour, Vice President and Chief
Accounting Officer (1) (1) (1) (1)

James G. Townsend , Vice President �
Pipeline Operations (2)

Retirement
Plan 22.16 $ 345,525 �

(1) We do not
reimburse HLS
for pension
benefits for
Messrs. Clifton,
McDonnell or
Ridenour. Their
retirement
benefits are paid
for by Holly.

(2) Since
Mr. Townsend
is over age 50
and has more
than 10 years of
service, he is
eligible for early
retirement in the
Holly
Retirement Plan
on
December 31,
2006. His early
retirement

Edgar Filing: UBS AG - Form 424B2

Table of Contents 128



benefit payable
beginning
January 1, 2007
is estimated to
be $2,373 per
month payable
for his lifetime
or $450,250
payable as a
lump sum.

December 31, 2006
Discount Rate 6.00% 

Mortality Table RP2000 White
Collar Projected to
2020
(50% male/ 50%
female)

Retirement Age 62 
Our Named Executive Officers do not participate in any nonqualified deferred compensation plans.
Severance and Change-in-Control Arrangements
Under the terms of the long-term incentive equity awards described above, if, in the event of a Change in Control (as
defined in the applicable award agreements), (i) a Named Executive Officer�s employment is terminated, other than for
cause, or (ii) he resigns after a defined Adverse Change has occurred, then all restrictions on the award will lapse, the
units will become vested and the vested units will be delivered to the Named Executive Officer as soon as practicable,
as follows:

Equity Incentive
PlanAwards:

Market Value of
Unvested Units

Market Value of
Unvested Units

Name
Upon a Change in

Control
Upon a Change in

Control
Matthew P. Clifton n/a $ 823,475(1)
Stephen J. McDonnell $ 70,639(2) n/a
P. Dean Ridenour $ 285,614(2) n/a
James G. Townsend $ 130,048(2) n/a
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(1) Based upon (i) a
payment of
100% of the
units described
at the
Outstanding
Equity Awards
at Fiscal Year
End Table in
footnote (1)A
and (ii) a
payment of
150% of the
units described
in footnote (1)B
above, as
provided for
under the terms
of the long-term
incentive equity
agreements
governing the
awards, at the
closing price of
$40.25 on
December 29,
2006.

(2) Based upon a
payment of
100% of the
units as
provided for
under the terms
of the long-term
incentive equity
agreements
governing the
awards of the
units, at the
closing price of
$40.25 on
December 29,
2006.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Unitholder Matters
The following table sets forth as of February 21, 2007 the beneficial ownership of units of HEP held by beneficial
owners of 5% or more of the units, by directors of HLS, the general partner of our general partner, by each executive
officer and by all directors and executive officers of HLS as a group. HEP Logistics Holdings, L.P. is an indirect
wholly-owned subsidiary of Holly Corporation. Unless otherwise indicated, the address for each unitholder shall be
c/o Holly Energy Partners, L.P., 100 Crescent Court, Suite 1600, Dallas, Texas 75201-6915.

Percentage
Percentage of Percentage

Common
of

Common Subordinated Subordinated of Total
Units Units Units Units Units

Beneficially Beneficially Beneficially Beneficially Beneficially
Name of Beneficial Owner Owned Owned Owned Owned Owned
Holly Corporation (1) 70,000 0.9 7,000,000 88.2 45.0
HEP Logistics Holdings, L.P. (1) 70,000 0.9 7,000,000 88.2 45.0
Fiduciary Asset Management, LLC (2) 951,510 11.6 0 0.0 5.9
Alon USA 0 0.0 937,500 11.8 5.8
Kayne Anderson Capital Advisors, L.P.
(3) 786,400 9.6 0 0 4.9
Tortoise Capital Advisors LLC (4) 572,689 7.0 0 0 3.6
Matthew P. Clifton 45,240 * 0 0 *
David G. Blair 3,100 * 0 0 *
W. John Glancy 1,000 * 0 0 *
Stephen J. McDonnell 14,645 * 0 0 *
P. Dean Ridenour (5) 15,632 * 0 0 *
James G. Townsend 4,909 * 0 0 *
Lamar Norsworthy 0 0.0 0 0 0.0
Charles M. Darling, IV (5) 14,709 * 0 0 *
Jerry W. Pinkerton (5) 4,509 * 0 0 *
William P. Stengel (5) 3,509 * 0 0 *
All directors and executive officers as
group (9 persons) (5) 98,815 1.2 0 0 *

* Less than 1%
(1) Holly Corporation is the ultimate parent company of HEP Logistics Holdings, L.P., and may, therefore, be

deemed to beneficially own the units held by HEP Logistics Holdings, L.P. Holly Corporation files information
with or furnishes information to, the Securities and Exchange Commission pursuant to the information
requirements of the Exchange Act. The percentage of total units beneficially owned includes a 2% general
partner interest held by HEP Logistics Holdings, L.P.

(2) Fiduciary Asset Management, LLC has filed with the SEC a Schedule 13G/A, dated August 16, 2005. Based on
this Schedule 13G/A, Fiduciary Asset Management, LLC has sole voting power and sole dispositive power with
respect to 951,510 units, and shared voting and dispositive power with respect to zero units. The address of
Fiduciary Asset Management, LLC is 8112 Maryland Avenue, Suite 400 St. Louis, MO 63105.

(3) Kayne Anderson Capital Advisors, L.P. has filed with the SEC a Schedule 13G, dated January 30, 2007. Based
on this Schedule 13G, Kayne Anderson Capital Advisors, L.P. has sole voting power and sole dispositive power
with respect to zero units, and shared voting power and shared dispositive power with respect to 786,400 units.
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The address of Kayne Anderson Capital Advisors, L.P. is 1800 Avenue of the Stars, Second Floor, Los Angeles,
CA 90067.

(4) Tortoise Capital Advisors LLC has filed with the SEC a Schedule 13G/A, dated February 13, 2007. Based on
this Schedule 13G/A, Tortoise Capital Advisors LLC has sole voting power and sole dispositive power with
respect to zero units, shared voting power with respect to 534,637 units and shared dispositive power
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with respect to 572,689 units. The address of Tortoise Capital Advisors LLC is 10801 Mastin Blvd., Suite 222,
Overland Park, Kansas 66210.

(5) The number of units beneficially owned includes restricted common units granted as follows: 3,509 units each to
Mr. Darling, Mr. Pinkerton and Mr. Stengel, 7,802 units to Mr. Clifton, 7,096 units to Mr. Ridenour, 3,231 units
to Mr. Townsend, and 1,755 units to Mr. McDonnell, and 8,438 performance units to Mr. Clifton, a total of
38,849 units.

Equity Compensation Plan Table
The following table summarizes information about our equity compensation plans as of December 31, 2006:

Number of
Securities to

be
issued upon
exercise of

outstanding
options,

warrants and
rights

Weighted
average

exercise price
of

outstanding
options,

warrants and
rights

Number of
securities
remaining

available for
future issuance

under
equity

compensation
plans (excluding

securities
reflected)

Equity compensation plans approved by security
holders � � �

Equity compensation plans not approved by security
holders � � 291,419

Total � 291,419

For more information about our Long-Term Incentive Plan, which did not require approval by our limited partners,
refer to Item 11, �Executive and Director Compensation � Long-Term Incentive Plans�.
Item 13. Certain Relationships, Related Transactions and Director Independence
Our general partner and its affiliates own 7,000,000 of our subordinated units and 70,000 of our common units, which
combined represent a 43% limited partner interest in us. In addition, the general partner owns a 2% general partner
interest in us. Transactions with the general partner are discussed below.
On February 28, 2005, we completed the transactions with Alon described on page 8 of this report, by which we
acquired certain pipelines and terminals from Alon for $120.0 million in cash and 937,500 of our Class B
subordinated units and entered into our pipelines and terminals agreement with Alon. Following this transaction, Alon
owns all of our Class B subordinated units, which comprise approximately 5.7% of our total outstanding equity
ownership. During the year ended December 31, 2006, we received revenues of $18.0 million from Alon pursuant to
the pipelines and terminals agreement and $6.9 million from Alon pursuant to capacity lease arrangements on our Orla
to El Paso pipeline.
DISTRIBUTIONS AND PAYMENTS TO THE GENERAL PARTNER AND ITS AFFILIATES
The following table summarizes the distributions and payments to be made by us to our general partner and its
affiliates in connection with the ongoing operation and liquidation of HEP. These distributions and payments were
determined by and among affiliated entities and, consequently, are not the result of arm�s-length negotiations.
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Operational stage

Distributions of available cash to
our general partner and its affiliates We generally make cash distributions 98% to the unitholders, including our

general partner and its affiliates as the holders of an aggregate of 7,000,000
of the subordinated units, 70,000 common units and 2% to the general
partner. In addition, if distributions exceed the minimum quarterly
distribution and other higher target levels, our general partner is entitled to
increasing percentages of the distributions, up to 50% of the distributions
above the highest target level.

Payments to our general partner
and its affiliates We pay Holly or its affiliates an administrative fee, currently $2.0 million

per year, for the provision of various general and administrative services for
our benefit. The administrative fee may increase following the second and
third anniversaries by the greater of 5% or the percentage increase in the
consumer price index and may also increase if we make an acquisition that
requires an increase in the level of general and administrative services that
we receive from Holly or its affiliates. In addition, the general partner is
entitled to reimbursement for all expenses it incurs on our behalf, including
other general and administrative expenses. These reimbursable expenses
include the salaries and the cost of employee benefits of employees of HLS
who provide services to us. Please read �Omnibus Agreement� below. Our
general partner determines the amount of these expenses.

Withdrawal or removal of our
general partner If our general partner withdraws or is removed, its general partner interest

and its incentive distribution rights will either be sold to the new general
partner for cash or converted into common units, in each case for an amount
equal to the fair market value of those interests.

Liquidation stage

Liquidation Upon our liquidation, the partners, including our general partner, will be
entitled to receive liquidating distributions according to their particular
capital account balances.

OMNIBUS AGREEMENT
On July 13, 2004, we entered into the Omnibus Agreement with Holly and our general partner that addressed the
following matters:
� our obligation to pay Holly an annual administrative fee, currently in the amount of $2.0 million, for the provision

by Holly of certain general and administrative services;

� Holly�s and its affiliates� agreement not to compete with us under certain circumstances;

� an indemnity by Holly for certain potential environmental liabilities;

� our obligation to indemnify Holly for environmental liabilities related to our assets existing on the date of our initial
public offering to the extent Holly is not required to indemnify us;
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� our three-year option to purchase the Intermediate Pipelines owned by Holly; and

� Holly�s right of first refusal to purchase our assets that serve Holly�s refineries.
Payment of general and administrative services fee
Under the Omnibus Agreement we pay Holly an annual administrative fee, currently in the amount of $2.0 million, for
the provision of various general and administrative services for our benefit. The contract provides that this amount
may be increased on the third anniversary following our initial public offering by the greater of 5% or the percentage
increase in the consumer price index for the applicable year. Our general partner, with the approval and consent of its
conflicts committee, also has the right to agree to further increases in connection with expansions of our operations
through the acquisition or construction of new assets or businesses. Following the initial three-year period under this
agreement, our general partner will determine the general and administrative expenses that will be allocated to us.
The $2.0 million fee includes expenses incurred by Holly and its affiliates to perform centralized corporate functions,
such as legal, accounting, treasury, information technology and other corporate services, including the administration
of employee benefit plans. The fee does not include salaries of pipeline and terminal personnel or other employees of
HLS or the cost of their employee benefits, such as 401(k), pension, and health insurance benefits which are
separately charged to us by Holly. We also reimburse Holly and its affiliates for direct general and administrative
expenses they incur on our behalf.
Noncompetition
Holly and its affiliates have agreed, for so long as Holly controls our general partner, not to engage in, whether by
acquisition or otherwise, the business of operating crude oil pipelines or terminals, refined products pipelines or
terminals, Intermediate Pipelines or terminals, truck racks or crude oil gathering systems in the continental United
States. This restriction will not apply to:
� any business operated by Holly or any of its affiliates at the time of the closing of our initial public offering;

� any business conducted by Holly with the approval of our conflicts committee;

� any crude oil pipeline or gathering system acquired or constructed by Holly or any of its affiliates after the closing
of our initial public offering that is physically interconnected to Holly�s refining facilities;

� any business or asset that Holly or any of its affiliates acquires or constructs that has a fair market value or
construction cost of less than $5.0 million; and

� any business or asset that Holly or any of its affiliates acquires or constructs that has a fair market value or
construction cost of $5.0 million or more if we have been offered the opportunity to purchase the business or asset
at fair market value, and we decline to do so with the concurrence of our conflicts committee.

The limitations on the ability of Holly and its affiliates to compete with us will terminate if Holly ceases to control our
general partner.
Indemnification
Under the Omnibus Agreement, Holly indemnifies us for ten years from July 13, 2004 against certain potential
environmental liabilities associated with the operation of the assets and occurring before the closing date of our initial
public offering. Holly�s maximum liability for this indemnification obligation will not exceed $15.0 million and Holly
will not have any obligation under this indemnification until our losses exceed $200,000. Holly has agreed to provide
$2.5 million of additional indemnification above that previously provided in the Omnibus Agreement for
environmental noncompliance and remediation liabilities occurring or existing before the closing date of the
Intermediate Pipelines transaction, bringing
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the total indemnification provided to us from Holly to $17.5 million. Of this total, indemnification above
$15.0 million relates solely to the Intermediate Pipelines.
We indemnified Holly and its affiliates against environmental liabilities related to our assets existing on the date of
our initial public offering to the extent Holly has not indemnified us.
Right of first refusal to purchase our assets
The Omnibus Agreement also contains the terms under which Holly has a right of first refusal to purchase our assets
that serve its refineries. Before we enter into any contract to sell pipeline and terminal assets serving Holly�s refineries,
we must give written notice of the terms of such proposed sale to Holly. The notice must set forth the name of the
third party purchaser, the assets to be sold, the purchase price, all details of the payment terms and all other terms and
conditions of the offer. To the extent the third party offer consists of consideration other than cash (or in addition to
cash), the purchase price shall be deemed equal to the amount of any such cash plus the fair market value of such
non-cash consideration, determined as set forth in the Omnibus Agreement. Holly will then have the sole and
exclusive option for a period of thirty days following receipt of the notice, to purchase the subject assets on the terms
specified in the notice.
PIPELINES AND TERMINALS AGREEMENTS
At the time of our initial public offering, we entered into a pipelines and terminals agreement with Holly, and in
July 2005, we entered into an Intermediate Pipelines agreement, both as described under �Business � Agreements with
Holly� under Item 1 of this Form 10-K Annual Report.
Holly�s obligations under this agreement will not terminate if Holly and its affiliates no longer own the general partner.
These agreements may be assigned by Holly only with the consent of our conflicts committee.
SUMMARY OF TRANSACTIONS WITH HOLLY
� Pipeline and terminal revenues received from Holly were $52.9 million, $44.2 million and $45.3 million for the

years ended December 31, 2006, 2005 and 2004, respectively. These amounts include the revenues received under
the pipelines and terminals agreements as well as revenues received by the predecessor prior to formation in
July 2004.

� Holly charged general and administrative services under the Omnibus Agreement of $2.0 million for the years
ended December 31, 2006 and 2005 and $0.9 million for the year ended December 31, 2004.

� We reimbursed Holly for costs of employees supporting our operations of $7.7 million, $6.5 million and
$2.2 million for the years ended December 31, 2006, 2005 and 2004.

� In the years ended December 31, 2006 and 2005, Holly reimbursed $0.2 million to us for certain costs paid on their
behalf. In the year ended December 31, 2004, we reimbursed Holly $3.9 million for certain formation, debt issuance
and other costs paid on our behalf.

� In the years ended December 31, 2006, 2005 and 2004, we distributed $20.3 million, $16.5 million and
$3.2 million, respectively, to Holly as regular distributions on its subordinated units, common units and general
partner interest.

� We acquired the Intermediate Pipelines from Holly in July 2005, which resulted in payment to Holly of a purchase
price of $71.9 million in excess of the basis of the assets received. See Note 3 to our consolidated financial
statements for further information on the Intermediate Pipelines transaction.

� In the year ended December 31, 2004, we distributed $125.6 million to Holly concurrent with our initial public
offering and we repaid $30.1 million to Holly for short-term borrowings that originated in 2003.
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Item 14. Principal Accountant Fees and Services
The audit committee of the board of directors of HLS selected Ernst & Young LLP, Independent Registered Public
Accounting Firm, to audit the books, records and accounts of the Partnership for the 2006 calendar year.
Fees paid to Ernst & Young LLP for 2006 and 2005 are as follows:

2006 2005
Audit Fees (1) $ 387,900 $ 457,820
Audit Related Fees � �
Tax Fees (2) � �
All Other Fees � �

Total $ 387,900 $ 457,820

(1) Represents fees for professional services provided in connection with the audit of our annual financial
statements and internal controls over financial reporting, review of our quarterly financial statements,
and audits performed as part of our securities filings.

(2) Tax services are among the administrative services that Holly provides to HEP under the Omnibus
Agreement. Therefore, Holly paid $401,000 and $373,000 to Ernst & Young LLP for tax services
provided to HEP in the years ended December 31, 2006 and 2005, respectively.

The audit committee of our general partner�s board of directors has adopted an audit committee charter, which is
available on our website at www.hollyenergy.com. The charter requires the audit committee to approve in advance all
audit and non-audit services to be provided by our independent registered public accounting firm. All services
reported in the audit, audit-related, tax and all other fees categories above were approved by the audit committee in
advance.
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Part IV
Item 15. Exhibits, Financial Statement Schedules and Reports on Form 8-K
(a) Documents filed as part of this report
(1) Index to Consolidated Financial Statements

Page in
Form
10-K

Report of Independent Registered Public Accounting Firm 55

Consolidated Balance Sheets at December 31, 2006 and 2005 56

Consolidated Statements of Income for the years ended December 31, 2006 and 2005, the period
from July 13, 2004 through December 31, 2004, and the period from January 1, 2004 through
July 12, 2004 57

Consolidated Statements of Cash Flows for the years ended December 31, 2006 and 2005, the period
from July 13, 2004 through December 31, 2004, and the period from January 1, 2004 through
July 12, 2004 58

Consolidated Statements of Partners� Equity for the years ended December 31, 2006 and 2005, the
period from July 13, 2004 through December 31, 2004, and the period from January 1, 2004 through
July 12, 2004 59

Notes to Consolidated Financial Statements 60
(2) Index to Consolidated Financial Statement Schedules
All schedules are omitted since the required information is not present in or not present in amounts sufficient to
require submission of the schedule, or because the information required is included in the consolidated financial
statements or notes thereto.
(3) Exhibits

2.1 Contribution Agreement, dated January 25, 2005, by and among Holly Energy Partners, L.P., Holly Energy
Partners � Operating, L.P., T&R Assets, Inc., Fin-Tex Pipe Line Company, Alon USA Refining, Inc., Alon
Pipeline Assets, LLC, Alon Pipeline Logistics, LLC, Alon USA, Inc., and Alon USA, L.P. (incorporated by
reference to Exhibit 2.1 of Registrant�s Form 8-K Current Report dated January 25, 2005).

2.2 Purchase and Sale Agreement, dated July 6, 2005 by and among Holly Corporation, Navajo Pipeline Co., L.P.,
Navajo Refining Company, L.P., Holly Energy Partners, L.P., Holly Energy Partners � Operating, L.P. and HEP
Pipeline, L.L.C. (incorporated by reference to Exhibit 2.1 of Registrant�s Form 8-K Current Report dated July 6,
2005).

3.1 First Amended and Restated Agreement of Limited Partnership of Holly Energy Partners, L.P. (incorporated by
reference to Exhibit 3.1 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended June 30,
2004, File No. 1-32225).
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3.2 Amendment No. 1 to the First Amended and Restated Agreement of Limited Partnership of Holly Energy
Partners, L.P., dated February 28, 2005 (incorporated by reference to Exhibit 3.1 of Registrant�s Form 8-K
Current Report dated February 28, 2005, File No. 1-32225).

3.3 Amendment No. 2 to the First Amended and Restated Agreement of Limited Partnership of Holly Energy
Partners, L.P., as amended, dated July 6, 2005 (incorporated by reference to Exhibit 3.1 of Registrant�s Form
8-K Current Report dated July 6, 2005, File No. 1-32225).

3.4 First Amended and Restated Agreement of Limited Partnership of HEP Operating Company, L.P.
(incorporated by reference to Exhibit 3.2 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period
ended June 30, 2004, File No. 1-32225).

3.5 Certificate of Amendment to the Certificate of Limited Partnership of HEP Operating Company, L.P., dated
July 30, 2004, changing the name from HEP Operating Company, L.P. to Holly Energy Partners � Operating,
L.P. (incorporated by reference to Exhibit 3.3 of Registrant�s Quarterly Report on Form 10-Q for its quarterly
period ended June 30, 2004, File No. 1-32225).

3.6 First Amended and Restated Agreement of Limited Partnership of HEP Logistics Holdings, L.P. (incorporated
by reference to Exhibit 3.4 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended
June 30, 2004, File No. 1-32225).

3.7 First Amended and Restated Limited Liability Company Agreement of Holly Logistic Services, L.L.C.
(incorporated by reference to Exhibit 3.5 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period
ended June 30, 2004, File No. 1-32225).

3.8 First Amended and Restated Limited Liability Company Agreement of HEP Logistics GP, L.L.C.
(incorporated by reference to Exhibit 3.6 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period
ended June 30, 2004, File No. 1-32225).

4.1 Indenture, dated February 28, 2005, among the Issuers, the Guarantors and the Trustee (incorporated by
reference to Exhibit 4.1 of Registrant�s Form 8-K Current Report dated February 28, 2005, File No. 1-32225).

4.2 Form of 6.25% Senior Note Due 2015 (included as Exhibit A to the Indenture filed as Exhibit 4.1 hereto)
(incorporated by reference to Exhibit 4.2 of Registrant�s Form 8-K Current Report dated February 28, 2005,
File No. 1-32225).

4.3 Form of Notation of Guarantee (included as Exhibit E to the Indenture filed as Exhibit 4.1 hereto)
(incorporated by reference to Exhibit 4.3 of Registrant�s Form 8-K Current Report dated February 28, 2005,
File No. 1-32225).

4.4 Registration Rights Agreement, dated February 28, 2005, among the Issuers and the Initial Purchasers
(incorporated by reference to Exhibit 4.4 of Registrant�s Form 8-K Current Report dated February 28, 2005,
File No. 1-32225).

4.5 First Supplemental Indenture, dated March 10, 2005, among HEP Fin-Tex/Trust-River, L.P., Holly Energy
Partners, L.P., Holly Energy Finance Corp., the other Guarantors, and U.S. Bank National Association
(incorporated by reference to Exhibit 4.5 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period
ended March 31, 2005, File No. 1-32225).
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4.6 Second Supplemental Indenture, dated April 27, 2005, among Holly Energy Partners, L.P., Holly Energy
Finance Corp., the other Guarantors, and U.S. Bank National
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Association (incorporated by reference to Exhibit 4.6 of Registrant�s Quarterly Report on Form 10-Q for its
quarterly period ended March 31, 2005, File No. 1-32225).

4.7 Registration Rights Agreement, dated June 28, 2005, among Holly Energy Partners, L.P., Holly Energy
Finance Corp. and the Initial Purchasers identified therein (incorporated by reference to Exhibit 4.3 of
Registrant�s Form 8-K Current Report dated June 28, 2005, File No. 1-32225).

4.8 Registration Rights Agreement, dated July 8, 2005, among Holly Energy Partners, L.P., Fiduciary/Claymore
MLP Opportunity Fund, Perry Partners, L.P., Structured Finance Americas, LLC, Kayne Anderson MLP
Investment Company and Kayne Anderson Energy Total Return Fund, Inc. (incorporated by reference to
Exhibit 4.1 of Registrant�s Form 8-K Current Report dated July 6, 2005, File No. 1-32225).

10.1 Credit Agreement, dated as of July 7, 2004, among HEP Operating Company, L.P., as borrower, the financial
institutions party to this agreement, as banks, Union Bank of California, N.A., as administrative agent and sole
lead arranger, Bank of America, National Association, as syndication agent, and Guaranty Bank, as
documentation agent (incorporated by reference to Exhibit 10.1 of Registrant�s Quarterly Report on Form
10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.2 Consent and Agreement, entered into as of July 13, 2004 (incorporated by reference to Exhibit 10.3 of
Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.3 Consent, Waiver and Amendment No. 2, dated February 28, 2005, among OLP, the existing guarantors
identified therein, Union Bank of California, N.A., as administrative agent, and certain other lending
institutions identified therein (incorporated by reference to Exhibit 10.4 of Registrant�s Form 8-K Current
Report dated February 28, 2005).

10.4 Waiver and Amendment No. 3, dated June 17, 2005, among Holly Energy Partners, L.P., Union Bank of
California, N.A., as administrative agent, and certain other lending institutions identified therein (incorporated
by reference to Exhibit 10.3 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended
June 30, 2005, File No. 1-32225).

10.5 Consent and Amendment No. 4, dated July 8, 2005, among Holly Energy Partners, L.P., Union Bank of
California, N.A., as administrative agent, and certain other lending institutions identified therein (incorporated
by reference to Exhibit 10.3 of Registrant�s Form 8-K Current Report dated July 6, 2005, File No. 1-32225).

10.6 Pledge Agreement, dated as of July 13, 2004 (incorporated by reference to Exhibit 10.2 of Registrant�s
Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.7 Guaranty Agreement, dated as of July 13, 2004 (incorporated by reference to Exhibit 10.4 of Registrant�s
Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.8 Security Agreement, dated as of July 13, 2004 (incorporated by reference to Exhibit 10.5 of Registrant�s
Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.9 Form of Mortgage, Deed of Trust, Security Agreement, Assignment of Rents and Leases, Fixture Filing and
Financing Statement, dated July 13, 2004 (incorporated by reference to Exhibit 10.6 of Registrant�s Quarterly
Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).
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10.10 Form of Mortgage and Deed of Trust (Oklahoma) (incorporated by reference to Exhibit 10.2 of Registrant�s
Form 8-K Current Report dated February 28, 2005, File No. 1-32225).

10.11 Form of Mortgage and Deed of Trust (Texas) (incorporated by reference to Exhibit 10.3 of Registrant�s
Form 8-K Current Report dated February 28, 2005, File No. 1-32225).

10.12 Mortgage and Deed of Trust, dated July 8, 2005, by HEP Pipeline, L.L.C. for the benefit of Holly
Corporation (incorporated by reference to Exhibit 10.2 of Registrant�s Form 8-K Current Report dated
July 6, 2005, File No. 1-32225).

10.13 Omnibus Agreement, effective as of July 13, 2004, among Holly Corporation, Navajo Pipeline Co., L.P.,
Holly Logistic Services, L.L.C., HEP Logistics Holdings, L.P., Holly Energy Partners, L.P., HEP Logistics
GP, L.L.C. and HEP Operating Company, L.P. (incorporated by reference to Exhibit 10.7 of Registrant�s
Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.14 Pipelines and Terminals Agreement, dated July 13, 2004, by and among Holly Corporation, Navajo
Refining Company, L.P., Holly Refining and Marketing Company, Holly Energy Partners, L.P., HEP
Operating Company, L.P., HEP Logistics Holdings, L.P., Holly Logistic Services, L.L.C., and HEP
Logistics GP, L.L.C. (incorporated by reference to Exhibit 10.8 of Registrant�s Quarterly Report on Form
10-Q for its quarterly period ended June 30, 2004, File No. 1-32225).

10.15 Pipelines and Terminals Agreement, dated February 28, 2005, among the Partnership and Alon USA,
LP2005 (incorporated by reference to Exhibit 10.1 of Registrant�s Form 8-K Current Report dated
February 28, 2005, File No. 1-32225).

10.16 Pipelines Agreement, dated July 8, 2005, among Holly Energy Partners, L.P., Holly Energy Partners �
Operating, L.P., Holly Corporation, HEP Pipeline, L.L.C., Navajo Refining Company, L.P., HEP Logistics
Holdings, L.P., Holly Logistic Services, L.L.C. and HEP Logistics GP, L.L.C. (incorporated by reference
to Exhibit 10.1 of Registrant�s Form 8-K Current Report dated July 6, 2005, File No. 1-32225).

10.17+ Holly Energy Partners, L.P. Long-Term Incentive Plan (incorporated by reference to Exhibit 10.9 of
Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File
No. 1-32225).

10.18+ Holly Logistic Services, L.L.C. Annual Incentive Plan (incorporated by reference to Exhibit 10.10 of
Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended June 30, 2004, File
No. 1-32225).

10.19+ Form of Director Restricted Unit Agreement (incorporated by reference to Exhibit 10.1 of Registrant�s
Current Report on Form 8-K dated November 15, 2004, File No. 1-32225).

10.20+ Form of Employee Restricted Unit Agreement (incorporated by reference to Exhibit 10.2 of Registrant�s
Current Report on Form 8-K dated November 15, 2004, File No. 1-32225).

10.21+ Form of Restricted Unit Agreement (with Performance Vesting) (incorporated by reference to Exhibit 10.1
of Registrant�s Form 8-K Current Report dated August 4, 2005, File No. 1-32225).
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10.22+ Form of Restricted Unit Agreement (without Performance Vesting) (incorporated by reference to
Exhibit 10.2 of Registrant�s Form 8-K Current Report dated August 4, 2005, File No. 1-32225).

10.23+ Form of Performance Unit Agreement (incorporated by reference to Exhibit 10.1 of Registrant�s Form 8-K
Current Report dated January 12, 2007, File No. 1-32225).

10.24+ First Amendment to the Holly Energy Partners, L.P. Long-Term Incentive Plan (incorporated by reference
to Exhibit 10.4 of Registrant�s Quarterly Report on Form 10-Q for its quarterly period ended September 30,
2005, File No. 1-32225).

10.25+ Form of Amendment to Performance Unit Agreement Under the Holly Energy Partners, L.P. Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.1 of the Registrant�s Form 8-K Current Report dated
February 10, 2006, File No. 1-32225).

12.1* Statement of Computation of Ratio of Earnings to Fixed Charges.

21.1* Subsidiaries of Registrant.

23.1* Consent of Independent Registered Public Accounting Firm.

31.1* Certification of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of 2002.

32.1* Certification of Chief Executive Officer under Section 906 of the Sarbanes-Oxley Act of 2002.

32.2* Certification of Chief Financial Officer under Section 906 of the Sarbanes-Oxley Act of 2002.

* Filed herewith.

+ Constitutes
management
contracts or
compensatory
plans or
arrangements.
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HOLLY ENERGY PARTNERS, L.P.
SIGNATURES
Pursuant to the requirements of the Securities and Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.

HOLLY ENERGY PARTNERS, L.P.

(Registrant)

By: HEP LOGISTICS HOLDINGS, L.P.
its General Partner

By: HOLLY LOGISTIC SERVICES, L.L.C.
its General Partner

Date: February 23, 2007 /s/ Matthew P. Clifton

Matthew P. Clifton
Chairman of the Board of Directors and
Chief Executive Officer

/s/ P. Dean Ridenour

P. Dean Ridenour
Vice President and Chief Accounting
Officer and Director
(Principal Accounting Officer)

/s/ Stephen J. McDonnell

Stephen J. McDonnell
Vice President and Chief Financial Officer
(Principal Financial Officer)

Lamar Norsworthy
Director

/s/ Charles M. Darling, IV

Charles M. Darling, IV
Director

/s/ Jerry W. Pinkerton

Jerry W. Pinkerton
Director

/s/ William P. Stengel
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William P. Stengel
Director
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