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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)

· QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2022

or

· TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from	to

Commission file number: 001-35666

	Summit Midstream Partners, LP
	
	

	(Exact name of registrant as specified in its charter)
	
	

	Delaware
	45-5200503
	

	(State or other jurisdiction of
	(I.R.S. Employer
	

	incorporation or organization)
	Identification No.)
	

	910 Louisiana Street, Suite 4200
	
	

	Houston, TX
	77002
	

	
	
	

	(Address of principal executive offices)
	(Zip Code)
	

	
	
	

	(832) 413-4770
	
	



(Registrant’s telephone number, including area code)

Not applicable

(Former name, former address and former fiscal year, if changed since last report)

Securities registered pursuant to Section 12(b) of the Act:

	Title of each class
	Trading Symbol(s)
	Name of each exchange on which registered

	Common Units
	SMLP
	New York Stock Exchange



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

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).

x	Yes	o	No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act.

	Large accelerated filer
	☐
	Accelerated filer
	x

	Non-accelerated filer
	☐
	Smaller reporting company
	x

	Emerging growth company
	☐
	
	



If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). ☐ Yes x No Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

	Class
	As of October 28, 2022

	
	
	

	Common Units
	10,176,582 units
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	COMMONLY USED OR DEFINED TERMS

	
	

	2015 Blacktail Release
	a 2015 rupture of our four-inch produced water gathering pipeline near Williston, North Dakota

	2025 Senior Notes
	Summit Holdings' and Finance Corp.’s 5.75% senior unsecured notes due April 2025

	
	

	2026 Secured Notes
	Summit Holdings' and Finance Corp.’s 8.500% senior secured second lien notes due 2026

	ABL Facility
	the asset-based lending credit facility governed by the ABL Agreement

	
	

	ABL Agreement
	Loan and Security Agreement, dated as of November 2, 2021, among Summit Holdings, as borrower, SMLP

	
	and certain subsidiaries from time to time party thereto, as guarantors, Bank of America, N.A., as agent, ING

	
	Capital LLC, Royal Bank of Canada and Regions Bank, as co-syndication agents, and Bank of America, N.A.,

	
	ING Capital LLC, RBC Capital Markets and Regions Capital Markets, as joint lead arrangers and joint

	
	bookrunners

	ASU
	Accounting Standards Update

	
	

	Bison Midstream
	Bison Midstream, LLC

	Board of Directors
	the board of directors of our General Partner

	
	

	condensate
	a natural gas liquid with a low vapor pressure, mainly composed of propane, butane,

	
	pentane and heavier hydrocarbon fractions

	Co-Issuers
	Summit Holdings and Finance Corp.

	
	

	DFW Midstream
	DFW Midstream Services LLC

	DJ Basin
	Denver-Julesburg Basin

	
	

	Double E
	Double E Pipeline, LLC

	Double E Pipeline
	a 135 mile, 1.35 Bcf/d, FERC-regulated interstate natural gas transmission pipeline that commenced operations

	
	in November 2021 and provides transportation service from receipt points in the Delaware Basin to various

	
	delivery points in and around the Waha hub in Texas

	
	

	Double E Project
	the development and construction of the Double E Pipeline

	ECP
	Energy Capital Partners II, LLC and its parallel and co-investment funds

	
	

	EPA
	Environmental Protection Agency

	EPU
	earnings or loss per unit

	
	

	FASB
	Financial Accounting Standards Board

	Finance Corp.
	Summit Midstream Finance Corp.

	
	

	GAAP
	accounting principles generally accepted in the United States of America

	General Partner
	Summit Midstream GP, LLC

	
	

	GP
	general partner

	GP Buy-In Transaction
	the transactions contemplated by the Purchase Agreement dated May 3, 2020, between the Partnership and the

	
	affiliates of its then private equity sponsor, ECP, to acquire Summit Investments

	
	

	Grand River
	Grand River Gathering, LLC

	Guarantor Subsidiaries
	Grand River and its subsidiaries, DFW Midstream, Red Rock Gathering, Summit Marketing, OpCo, Summit

	
	Niobrara, Summit Utica, Meadowlark Midstream, Summit Permian II, Mountaineer Midstream and, prior to

	
	their respective divestitures, Bison Midstream and its subsidiaries, Summit Permian and Permian Finance

	
	

	Hub
	geographic location of a storage facility and multiple pipeline interconnections

	LIBOR
	London Interbank Offered Rate

	
	

	Mbbl/d
	one thousand barrels per day

	MD&A
	Management's Discussion and Analysis of Financial Condition and Results of Operations

	
	

	Meadowlark Midstream
	Meadowlark Midstream Company, LLC

	MMBTU
	metric million British thermal units

	
	

	MMcf/d
	one million cubic feet per day

	Mountaineer Midstream
	Mountaineer Midstream Company, LLC

	
	

	MVC
	minimum volume commitment
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	NGLs
	
	natural gas liquids; the combination of ethane, propane, normal butane, iso-butane and natural gasolines that

	
	
	when removed from unprocessed natural gas streams become liquid under various levels of higher pressure and

	
	
	lower temperature

	
	

	NYSE
	New York Stock Exchange

	Ohio Gathering
	Ohio Gathering Company, L.L.C. and Ohio Condensate Company, L.L.C.

	
	

	OpCo
	Summit Midstream OpCo, LP

	play
	a proven geological formation that contains commercial amounts of hydrocarbons

	
	

	Permian Finance
	Summit Midstream Permian Finance, LLC

	Permian Holdco
	Summit Permian Transmission Holdco, LLC

	
	

	Permian Term Loan Facility
	the term loan governed by the Credit Agreement, dated as of March 8, 2021, among Summit Permian

	
	
	Transmission, LLC, as borrower, MUFG Bank Ltd., as administrative agent, Mizuho Bank (USA), as collateral

	
	
	agent, ING Capital LLC, Mizuho Bank, Ltd. and MUFG Union Bank, N.A., as L/C issuers, coordinating lead

	
	
	arrangers and joint bookrunners, and the lenders from time to time party thereto

	Permian Transmission Credit
	the credit facilities governed by the Credit Agreement, dated as of March 8, 2021, among Summit Permian

	Facilities
	Transmission, LLC, as borrower, MUFG Bank Ltd., as administrative agent, Mizuho Bank (USA), as collateral

	
	
	agent, ING Capital LLC, Mizuho Bank, Ltd. and MUFG Union Bank, N.A., as L/C issuers, coordinating lead

	
	
	arrangers and joint bookrunners, and the lenders from time to time party thereto

	
	

	produced water
	water from underground geologic formations that is a by-product of natural gas and crude oil production

	Red Rock Gathering
	Red Rock Gathering Company, LLC

	
	

	Revolving Credit Facility
	the Third Amended and Restated Credit Agreement dated as of May 26, 2017, as

	
	
	amended by the First Amendment to Third Amended and Restated Credit

	
	
	Agreement dated as of September 22, 2017, the Second Amendment to Third

	
	
	Amended and Restated Credit Agreement dated as of June 26, 2019,

	
	
	the Third Amendment to Third Amended and Restated Credit Agreement

	
	
	dated as of December 24, 2019 and the Fourth Amendment to Third

	
	
	Amended and Restated Credit Agreement dated as of December 18, 2020

	SEC
	Securities and Exchange Commission

	
	

	Securities Act
	Securities Act of 1933, as amended

	segment adjusted
	total revenues less total costs and expenses; plus (i) other income excluding interest income, (ii) our

	EBITDA
	proportional adjusted EBITDA for equity method investees, (iii)

	
	
	depreciation and amortization, (iv) adjustments related to MVC shortfall

	
	
	payments, (v) adjustments related to capital reimbursement activity, (vi) unit-

	
	
	based and noncash compensation, (vii) impairments and (viii) other noncash

	
	
	expenses or losses, less other noncash income or gains

	
	

	Senior Notes
	The 2025 Senior Notes and the 2026 Secured Notes, collectively

	Series A Preferred Units
	Series A Fixed-to-Floating Rate Cumulative Redeemable Perpetual Preferred Units

	
	

	shortfall payment
	the payment received from a counterparty when its volume throughput does not meet its MVC for the applicable

	
	
	period

	SMLP
	Summit Midstream Partners, LP

	
	

	SMLP LTIP
	SMLP Long-Term Incentive Plan

	SMP Holdings
	Summit Midstream Partners Holdings, LLC, also known as SMPH

	
	

	SMPH Term Loan
	the Term Loan Agreement, dated as of March 21, 2017, among SMP Holdings, as borrower, the lenders party

	
	
	thereto and Credit Suisse AG, Cayman Islands Branch, as Administrative Agent and Collateral Agent

	Subsidiary Series A
	Series A Fixed Rate Cumulative Redeemable Preferred Units issued by Permian Holdco

	Preferred Units
	

	
	

	Summit Holdings
	Summit Midstream Holdings, LLC

	Summit Investments
	Summit Midstream Partners, LLC

	
	

	Summit Marketing
	Summit Midstream Marketing, LLC
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	Summit Niobrara
	Summit Midstream Niobrara, LLC

	
	

	Summit Permian
	Summit Midstream Permian, LLC

	Summit Permian II
	Summit Midstream Permian II, LLC

	
	

	Summit Permian
	Summit Permian Transmission, LLC

	Transmission
	

	Summit Utica
	Summit Midstream Utica, LLC

	
	

	the Partnership
	Summit Midstream Partners, LP and its subsidiaries

	the Partnership
	the Fourth Amended and Restated Agreement of Limited Partnership of the Partnership dated May 28, 2020

	Agreement
	

	
	

	throughput volume
	the volume of natural gas, crude oil or produced water gathered, transported or passing through a pipeline, plant

	
	
	or other facility during a particular period; also referred to as volume throughput

	unconventional resource
	a basin where natural gas or crude oil production is developed from unconventional

	basin
	sources that require hydraulic fracturing as part of the completion process, for instance, natural gas produced

	
	
	from shale formations and coalbeds; also referred to as an unconventional resource play

	
	

	wellhead
	the equipment at the surface of a well, used to control the well's pressure; also, the point at which the

	
	
	hydrocarbons and water exit the ground
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

SUMMIT MIDSTREAM PARTNERS, LP AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

	
	
	September 30,
	
	December 31,

	
	
	2022
	
	
	2021

	
	
	(In thousands, except unit amounts)

	ASSETS
	
	
	
	
	

	Cash and cash equivalents
	$
	10,450
	
	$
	7,349

	Restricted cash
	
	3,514
	
	
	12,223

	Accounts receivable
	
	57,593
	
	
	62,121

	Other current assets
	
	4,834
	
	
	5,676

	Total current assets
	
	76,391
	
	
	87,369

	Property, plant and equipment, net
	
	1,477,051
	
	
	1,726,082

	Intangible assets, net
	
	144,002
	
	
	172,927

	Investment in equity method investees
	
	513,974
	
	
	523,196

	Other noncurrent assets
	
	28,254
	
	
	12,888

	TOTAL ASSETS
	$
	2,239,672
	
	$
	2,522,462

	
	
	
	
	
	

	
	
	
	
	
	

	LIABILITIES AND CAPITAL
	
	
	
	
	

	Trade accounts payable
	$
	9,448
	
	$
	10,498

	Accrued expenses
	
	7,999
	
	
	14,462

	Deferred revenue
	
	9,176
	
	
	10,374

	Ad valorem taxes payable
	
	6,353
	
	
	8,570

	Accrued compensation and employee benefits
	
	7,857
	
	
	11,019

	Accrued interest
	
	34,185
	
	
	12,737

	Accrued environmental remediation
	
	1,604
	
	
	3,068

	Current portion of long-term debt
	
	9,009
	
	
	—

	Other current liabilities
	
	11,474
	
	
	8,509

	Total current liabilities
	
	97,105
	
	
	79,237

	Long-term debt, net of issuance costs
	
	1,165,189
	
	
	1,355,072

	Noncurrent deferred revenue
	
	38,793
	
	
	42,570

	Noncurrent accrued environmental remediation
	
	2,272
	
	
	2,538

	Other noncurrent liabilities
	
	29,269
	
	
	32,357

	Total liabilities
	
	1,332,628
	
	
	1,511,774

	Commitments and contingencies (Note 14)
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Mezzanine Capital
	
	
	
	
	

	Subsidiary Series A Preferred Units (93,039 and 91,439 units issued and outstanding at September 30, 2022 and
	
	
	
	
	

	December 31, 2021, respectively)
	
	115,223
	
	
	106,325

	
	
	
	
	
	

	Partners' Capital
	
	
	
	
	

	Series A Preferred Units (65,508 and 143,447 units issued and outstanding at September 30, 2022 and
	
	
	
	
	

	December 31, 2021, respectively)
	
	83,252
	
	
	169,769

	Common limited partner capital (10,176,582 and 7,169,834 units issued and outstanding at September 30, 2022
	
	
	
	
	

	and December 31, 2021, respectively)
	
	708,569
	
	
	734,594

	Total partners' capital
	
	791,821
	
	
	904,363

	TOTAL LIABILITIES AND CAPITAL
	$
	2,239,672
	
	$
	2,522,462

	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SUMMIT MIDSTREAM PARTNERS, LP AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021
	

	
	
	
	
	
	(In thousands, except per-unit amounts)
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	61,814
	
	$
	70,924
	
	$
	187,465
	
	$
	215,504
	

	Natural gas, NGLs and condensate sales
	
	16,628
	
	
	22,121
	
	
	67,364
	
	
	59,301
	

	Other revenues
	
	10,240
	
	
	9,000
	
	
	29,042
	
	
	26,599
	

	Total revenues
	
	88,682
	
	
	102,045
	
	
	283,871
	
	
	301,404
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of natural gas and NGLs
	
	15,080
	
	
	21,072
	
	
	64,162
	
	
	58,174
	

	Operation and maintenance
	
	21,877
	
	
	20,781
	
	
	61,216
	
	
	54,881
	

	General and administrative
	
	8,550
	
	
	8,477
	
	
	31,983
	
	
	48,414
	

	Depreciation and amortization
	
	28,841
	
	
	30,992
	
	
	89,397
	
	
	87,866
	

	Transaction costs
	
	1,517
	
	
	1,060
	
	
	1,750
	
	
	1,276
	

	Gain on asset sales, net
	
	(99)
	
	
	(212)
	
	
	(409)
	
	
	(352)
	

	Long-lived asset impairments
	
	7,016
	
	
	248
	
	
	91,644
	
	
	1,773
	

	Total costs and expenses
	
	82,782
	
	
	82,418
	
	
	339,743
	
	
	252,032
	

	Other income (expense), net
	
	—
	
	
	753
	
	
	(4)
	
	
	(1,532)
	

	Gain on interest rate swaps
	
	5,527
	
	
	—
	
	16,491
	
	
	—
	

	Loss on sale of business
	
	(85)
	
	
	—
	
	(85)
	
	
	—
	

	Loss on ECP Warrants
	
	—
	
	—
	
	—
	
	(13,634)
	

	Interest expense
	
	(24,932)
	
	
	(15,530)
	
	
	(73,982)
	
	
	(44,985)
	

	Income (loss) before income taxes and equity method investment
	
	
	
	
	
	
	
	
	
	
	
	

	income
	
	(13,590)
	
	
	4,850
	
	
	(113,452)
	
	
	(10,779)
	

	Income tax (expense) benefit
	
	68
	
	
	79
	
	
	(307)
	
	
	341
	

	Income from equity method investees
	
	5,734
	
	
	2,075
	
	
	14,162
	
	
	6,694
	

	Net income (loss)
	$
	(7,788)
	
	$
	7,004
	
	$
	(99,597)
	
	$
	(3,744)
	

	Net income attributable to Subsidiary Series A Preferred Units
	
	(3,278)
	
	
	(4,253)
	
	
	(12,155)
	
	
	(12,274)
	

	Net income (loss) attributable to Summit Midstream Partners, LP
	$
	(11,066)
	
	$
	2,751
	
	$
	(111,752)
	
	$
	(16,018)
	

	Less: net income attributable to Series A Preferred Units
	
	(1,962)
	
	
	(3,916)
	
	
	(6,070)
	
	
	(12,052)
	

	Add: deemed contribution from 2022 Preferred Exchange Offer
	
	—
	
	—
	
	20,974
	
	
	—
	

	Add: deemed contribution from 2021 Preferred Exchange Offer
	
	—
	
	—
	
	—
	
	8,326
	

	Net loss attributable to common limited partners
	$
	(13,028)
	
	$
	(1,165)
	
	$
	(96,848)
	
	$
	(19,744)
	

	Net loss per limited partner unit:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Common unit – basic
	$
	(1.28)
	
	$
	(0.17)
	
	$
	(9.68)
	
	$
	(2.99)
	

	Common unit – diluted
	$
	(1.28)
	
	$
	(0.17)
	
	$
	(9.68)
	
	$
	(2.99)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average limited partner units outstanding:
	
	
	
	
	
	
	
	
	
	
	
	

	Common units – basic
	
	10,168
	
	
	6,999
	
	
	10,003
	
	
	6,596
	

	Common units – diluted
	
	10,168
	
	
	6,999
	
	
	10,003
	
	
	6,596
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SUMMIT MIDSTREAM PARTNERS, LP AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF PARTNERS' CAPITAL

	
	
	Partners' Capital
	
	
	

	
	
	
	
	
	
	
	

	
	
	Series A Preferred
	
	Common Limited
	
	
	Total
	

	
	
	Units
	
	Partners Capital
	
	
	

	
	
	
	
	
	(In thousands)
	
	
	

	Partners' capital, January 1, 2022
	$
	169,769
	
	$
	734,594
	
	$
	904,363
	

	Net income (loss)
	
	2,220
	
	
	(7,938)
	
	
	(5,718)
	

	Unit-based compensation
	
	—
	
	1,690
	
	
	1,690
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(562)
	
	
	(562)
	

	Tax withholdings on 2022 Preferred Exchange Offer
	
	—
	
	(2,652)
	
	
	(2,652)
	

	Effect of 2022 Preferred Exchange Offer, inclusive of a $20.9 million deemed contribution
	
	
	
	
	
	
	
	
	

	to common unit holders (Note 10)
	
	(92,587)
	
	
	92,587
	
	
	—
	

	Partners' capital, March 31, 2022
	$
	79,402
	
	$
	817,719
	
	$
	897,121
	

	Net income (loss)
	
	1,888
	
	
	(96,856)
	
	
	(94,968)
	

	Unit-based compensation
	
	—
	
	582
	
	
	582
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(327)
	
	
	(327)
	

	Partners' capital, June 30, 2022
	$
	81,290
	
	$
	721,118
	
	$
	802,408
	

	Net income (loss)
	
	1,962
	
	
	(13,028)
	
	
	(11,066)
	

	Unit-based compensation
	
	—
	
	692
	
	
	692
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(213)
	
	
	(213)
	

	Partners' capital, September 30, 2022
	$
	83,252
	
	$
	708,569
	
	$
	791,821
	

	
	
	
	
	
	
	
	
	
	






	
	
	Partners' Capital
	
	
	

	
	
	
	
	
	
	
	

	
	
	Series A Preferred
	
	Common Limited
	
	
	Total
	

	
	
	Units
	
	Partners Capital
	
	
	

	
	
	
	
	
	(In thousands)
	
	
	

	Partners' capital, January 1, 2021
	$
	174,425
	
	$
	748,466
	
	$
	922,891
	

	Net income
	
	4,287
	
	
	769
	
	
	5,056
	

	Unit-based compensation
	
	—
	
	1,967
	
	
	1,967
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(1,274)
	
	
	(1,274)
	

	Partners' capital, March 31, 2021
	$
	178,712
	
	$
	749,928
	
	$
	928,640
	

	Net income (loss)
	
	3,849
	
	
	(27,676)
	
	
	(23,827)
	

	Unit-based compensation
	
	—
	
	1,048
	
	
	1,048
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(98)
	
	
	(98)
	

	Tax withholdings on 2021 Preferred Exchange Offer
	
	—
	
	(465)
	
	
	(465)
	

	Effect of 2021 Preferred Exchange Offer, inclusive of an $8.3 million deemed contribution
	
	
	
	
	
	
	
	
	

	to common unit holders (Note 10)
	
	(20,654)
	
	
	20,654
	
	
	—
	

	Partners' capital, June 30, 2021
	$
	161,907
	
	$
	743,391
	
	$
	905,298
	

	Net income (loss)
	
	3,916
	
	
	(1,165)
	
	
	2,751
	

	Unit-based compensation
	
	—
	
	868
	
	
	868
	

	Tax withholdings and associated payments on vested SMLP LTIP awards
	
	—
	
	(361)
	
	
	(361)
	

	Exercise of ECP Warrants
	
	—
	
	15,542
	
	
	15,542
	

	Partners' capital, September 30, 2021
	$
	165,823
	
	$
	758,275
	
	$
	924,098
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SUMMIT MIDSTREAM PARTNERS, LP AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30,
[image: ]

2022	2021
[image: ]

(In thousands)

	Cash flows from operating activities:
	
	
	
	
	

	Net loss
	$
	(99,597)
	
	$
	(3,744)

	
	
	
	
	
	

	Adjustments to reconcile net loss to net cash provided by operating activities:
	
	
	
	
	

	Depreciation and amortization
	
	90,101
	
	
	88,570

	
	
	
	
	
	

	Noncash lease expense
	
	675
	
	
	793

	Amortization of debt issuance costs
	
	6,642
	
	
	5,176

	
	
	
	
	
	

	Unit-based and noncash compensation
	
	2,964
	
	
	3,883

	Income from equity method investees
	
	(14,162)
	
	
	(6,694)

	
	
	
	
	
	

	Distributions from equity method investees
	
	31,764
	
	
	20,004

	Gain on asset sales, net
	
	(409)
	
	
	(352)

	
	
	
	
	
	

	Loss on sale of business
	
	85
	
	
	—

	Loss on ECP Warrants
	
	—
	
	13,635

	
	
	
	
	
	

	Unrealized (gain) loss on interest rate swaps
	
	(16,870)
	
	
	(1,939)

	Long-lived asset impairment
	
	91,644
	
	
	1,773

	
	
	
	
	
	

	Changes in operating assets and liabilities:
	
	
	
	
	

	Accounts receivable
	
	(1,323)
	
	
	(6,531)

	
	
	
	
	
	

	Trade accounts payable
	
	4,284
	
	
	197

	Accrued expenses
	
	(2,040)
	
	
	1,129

	
	
	
	
	
	

	Deferred revenue, net
	
	(4,861)
	
	
	(4,413)

	Ad valorem taxes payable
	
	(1,769)
	
	
	(2,555)

	
	
	
	
	
	

	Accrued interest
	
	21,448
	
	
	585

	Accrued environmental remediation, net
	
	(1,730)
	
	
	1,946

	
	
	
	
	
	

	Other, net
	
	(10,041)
	
	
	16,268

	Net cash provided by operating activities
	
	96,805
	
	
	127,731

	
	
	
	
	
	

	Cash flows from investing activities:
	
	
	
	
	

	Capital expenditures
	
	(20,955)
	
	
	(11,780)

	
	
	
	
	
	

	Proceeds from sale of Lane G&P System, net of cash sold in transaction
	
	75,520
	
	
	—

	Proceeds from sale of Bison Midstream, net of cash sold in transaction
	
	36,671
	
	
	—

	
	
	
	
	
	

	Proceeds from asset sale
	
	4,646
	
	
	8,000

	Investment in Double E equity method investee
	
	(8,444)
	
	
	(102,109)

	
	
	
	
	
	

	Net cash provided from (used in) investing activities
	
	87,438
	
	
	(105,889)

	Cash flows from financing activities:
	
	
	
	
	

	
	
	
	
	
	

	Repayments on Revolving Credit Facility
	
	—
	
	(132,000)

	Borrowings under Permian Transmission Credit Facility
	
	—
	
	107,000

	
	
	
	
	
	

	Repayments on Permian Transmission Term Loan
	
	(3,442)
	
	
	—

	Repayments on ABL Facility
	
	(205,000)
	
	
	—

	
	
	
	
	
	

	Borrowings on ABL Facility
	
	23,000
	
	
	

	Distributions on Subsidiary Series A Preferred Units
	
	(1,628)
	
	
	—

	
	
	
	
	
	

	Distribution to unit holders
	
	—
	
	—

	Debt issuance costs
	
	—
	
	(5,179)

	
	
	
	
	
	

	Proceeds from asset sale
	
	—
	
	357

	Other, net
	
	(2,781)
	
	
	(1,303)

	
	
	
	
	
	

	Net cash used in financing activities
	
	(189,851)
	
	
	(31,125)

	Net change in cash, cash equivalents and restricted cash
	
	(5,608)
	
	
	(9,283)

	
	
	
	
	
	

	Cash, cash equivalents and restricted cash, beginning of period
	
	19,572
	
	
	15,544

	Cash, cash equivalents and restricted cash, end of period
	$
	13,964
	
	$
	6,261

	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SUMMIT MIDSTREAM PARTNERS, LP AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION, BUSINESS OPERATIONS AND PRESENTATION AND CONSOLIDATION

Organization. Summit Midstream Partners, LP (including its subsidiaries, collectively “SMLP” or the “Partnership”) is a Delaware limited partnership that was formed in May 2012 and began operations in October 2012. SMLP is a value-oriented limited partnership focused on developing, owning and operating midstream energy infrastructure assets that are strategically located in unconventional resource basins, primarily shale formations, in the continental United States. The Partnership’s business activities are primarily conducted through various operating subsidiaries, each of which is owned or controlled by its wholly owned subsidiary holding company, Summit Holdings, a Delaware limited liability company.

Business Operations. The Partnership provides natural gas gathering, compression, treating and processing services as well as crude oil and produced water gathering services pursuant to primarily long-term, fee-based agreements with its customers. The Partnership’s results are primarily driven by the volumes of natural gas that it gathers, compresses, treats and/or processes as well as by the volumes of crude oil and produced water that it gathers. Other than the Partnership’s investments in Double E and Ohio Gathering, all of its business activities are conducted through wholly owned operating subsidiaries.

Presentation and Consolidation. The Partnership prepares its condensed consolidated financial statements in accordance with GAAP as established by the FASB and pursuant to the rules and regulations of the SEC pertaining to interim financial information. The unaudited condensed consolidated financial statements contained in this report include all normal and recurring material adjustments that, in the opinion of management, are necessary for a fair statement of the financial position, results of operations and cash flows for the interim periods presented herein. These unaudited condensed consolidated financial statements and notes thereto should be read in conjunction with the consolidated financial statements and related notes that are included in the Partnership’s Annual Report on Form 10-K for the year ended December 31, 2021.

The Partnership makes estimates and assumptions that affect the reported amounts of assets and liabilities at the balance sheet dates, including fair value measurements, the reported amounts of revenues and expenses and the disclosure of commitments and contingencies. Although management believes these estimates are reasonable, actual results could differ from its estimates.

The unaudited condensed consolidated financial statements contained in this report include the assets, liabilities and results of operations of SMLP and its subsidiaries. All intercompany transactions among the consolidated entities have been eliminated in consolidation. Comprehensive income or loss is the same as net income or loss for all periods presented.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND RECENTLY ISSUED ACCOUNTING STANDARDS APPLICABLE TO THE PARTNERSHIP

There have been no changes to the Partnership’s significant accounting policies since December 31, 2021.

New accounting standards not yet implemented.

ASU No. 2020-6 Debt – Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging – Contracts in Entity’s Own Equity (Subtopic 815–40) (“ASU 2020-6”). ASU 2020-6 simplifies the accounting for certain financial instruments with characteristics of liabilities and equity, including convertible instruments and contracts on an entity’s own equity. The ASU is part of the FASB’s simplification initiative, which aims to reduce unnecessary complexity in GAAP. The ASU’s amendments are effective for fiscal years beginning after December 15, 2023, and interim periods within those fiscal years. The Partnership does not expect the provisions of ASU 2020-6 will have a material impact on its consolidated financial statements and disclosures.

ASU No. 2020-4 Reference Rate Reform (“ASU 2020-4”). ASU 2020-4 provides optional expedients and exceptions for applying GAAP to contracts, hedging relationships and other transactions affected by reference rate reform on financial reporting. The amendments in ASU 2020-4 are effective as of March 12, 2020 through December 31, 2022. The Partnership does not expect the provisions of ASU 2020-4 will have a material impact on its consolidated financial statements and disclosures.

3. DISPOSITIONS

Bison divestiture. On September 19, 2022, the Partnership completed the sale of Bison Midstream, LLC (“Bison Midstream”), its gas gathering system in Burke and Mountrail Counties, North Dakota to a subsidiary of Steel Reef Infrastructure Corp. (“Steel Reef”), an integrated owner and operator of associated gas capture, gathering and processing assets in North Dakota and Saskatchewan, for cash consideration of $40.0 million.

During the quarterly period ended September 30, 2022, the Partnership recognized an impairment of $6.9 million related to the disposition of Bison Midstream based on total cash proceeds received of $36.7 million and net assets of $43.6 million. The cash proceeds were used to reduce amounts outstanding under the ABL Facility and are subject to a final working capital adjustment.
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Lane G&P System. On June 30, 2022, the Partnership completed the disposition of all the equity interests in Summit Permian, which owns the Lane Gathering and Processing System (“Lane G&P System”), to Longwood Gathering and Disposal Systems, LP (“Longwood”), a wholly owned subsidiary of Matador ͏Resources Company (“Matador”), for a cash sale price of $75.0 million. In connection with the transaction, the Partnership released, to a subsidiary of Matador, and Matador agreed to assume, take or-pay firm capacity on the Double E Pipeline. The Partnership is the operator of the Double E joint venture and owns a 70% interest.

During the quarterly period ended June 30, 2022, the Partnership recognized an impairment of $84.5 million related to the disposition of the Lane G&P System based on total cash proceeds received of $77.5 million, including $2.0 million of cash sold in the transaction, net assets of $160.8 million, and other costs to sell of $1.2 million. The cash proceeds were used to reduce amounts outstanding under the ABL Facility. During the quarterly period ended September 30, 2022, the Partnership recognized an incremental loss of $0.1 million primarily as a result of recognition of a final working capital adjustment.

4. REVENUE

The following table presents estimated revenue expected to be recognized during the remainder of 2022 and over the remaining contract period related to performance obligations that are unsatisfied and are comprised of estimated minimum volume commitments.

	(In thousands)
	
	2022
	
	
	2023
	
	
	2024
	
	
	2025
	
	
	2026
	
	
	Thereafter

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	20,535
	
	$
	63,214
	
	$
	52,412
	
	$
	35,805
	
	$
	21,024
	
	$
	—



Revenue by category. In the following tables, revenue is disaggregated by geographic area and major products and services. For more detailed information about reportable segments, see Note 15 – Segment Information.

	
	
	
	
	
	Three Months Ended September 30, 2022
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	Gathering services
	
	Natural gas, NGLs
	
	Other revenues
	
	Total
	

	
	
	and related fees
	and condensate sales
	
	
	
	
	

	
	
	
	
	
	(In thousands)
	
	
	

	Reportable Segments:
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	13,528
	
	$
	—
	$
	—
	$
	13,528
	

	Rockies
	
	17,209
	
	
	14,111
	
	
	4,823
	
	
	36,143
	

	Permian
	
	—
	
	—
	
	891
	
	
	891
	

	Piceance
	
	20,406
	
	
	1,519
	
	
	1,581
	
	
	23,506
	

	Barnett
	
	10,671
	
	
	998
	
	
	2,622
	
	
	14,291
	

	Total reportable segments
	
	61,814
	
	
	16,628
	
	
	9,917
	
	
	88,359
	

	Corporate and other
	
	—
	
	—
	
	323
	
	
	323
	

	Total
	$
	61,814
	
	$
	16,628
	
	$
	10,240
	
	$
	88,682
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	Nine Months Ended September 30, 2022
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Gathering services
	
	Natural gas, NGLs
	
	Other revenues
	
	Total
	

	
	
	
	and related fees
	and condensate sales
	
	
	
	
	

	
	
	
	
	
	
	(In thousands)
	
	
	

	Reportable Segments:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	41,104
	
	$
	—
	$
	—
	$
	41,104
	

	Rockies
	
	
	51,508
	
	
	42,697
	
	
	14,708
	
	
	108,913
	

	Permian
	
	
	3,669
	
	
	17,381
	
	
	3,208
	
	
	24,258
	

	Piceance
	
	
	60,458
	
	
	5,481
	
	
	4,132
	
	
	70,071
	

	Barnett
	
	
	30,726
	
	
	1,784
	
	
	6,356
	
	
	38,866
	

	Total reportable segments
	
	
	187,465
	
	
	67,343
	
	
	28,404
	
	
	283,212
	

	Corporate and other
	
	
	—
	
	21
	
	
	638
	
	
	659
	

	Total
	$
	187,465
	
	$
	67,364
	
	$
	29,042
	
	$
	283,871
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Three Months Ended September 30, 2021
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Gathering services
	
	Natural gas, NGLs
	
	Other revenues
	
	Total
	

	
	
	
	and related fees
	and condensate sales
	
	
	
	
	

	
	
	
	
	
	
	(In thousands)
	
	
	

	Reportable Segments:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	15,705
	
	$
	—
	$
	—
	$
	15,705
	

	Rockies
	
	
	19,074
	
	
	12,845
	
	
	5,264
	
	
	37,183
	

	Permian
	
	
	1,879
	
	
	7,925
	
	
	1,045
	
	
	10,849
	

	Piceance
	
	
	24,104
	
	
	1,166
	
	
	1,114
	
	
	26,384
	

	Barnett
	
	
	10,162
	
	
	185
	
	
	1,577
	
	
	11,924
	

	Total reportable segments
	
	
	70,924
	
	
	22,121
	
	
	9,000
	
	
	102,045
	

	Corporate and other
	
	
	—
	
	—
	
	—
	
	—
	

	Total
	
	$
	70,924
	
	$
	22,121
	
	$
	9,000
	
	$
	102,045
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Nine Months Ended September 30, 2021
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Gathering services
	
	Natural gas, NGLs
	
	Other revenues
	
	Total
	

	
	
	
	and related fees
	and condensate sales
	
	
	
	
	

	
	
	
	
	
	
	(In thousands)
	
	
	

	Reportable Segments:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	48,438
	
	$
	—
	$
	—
	$
	48,438
	

	Rockies
	
	
	56,377
	
	
	33,688
	
	
	16,573
	
	
	106,638
	

	Permian
	
	
	6,340
	
	
	21,318
	
	
	2,854
	
	
	30,512
	

	Piceance
	
	
	74,415
	
	
	4,044
	
	
	3,523
	
	
	81,982
	

	Barnett
	
	
	29,934
	
	
	251
	
	
	3,649
	
	
	33,834
	

	Total reportable segments
	
	
	215,504
	
	
	59,301
	
	
	26,599
	
	
	301,404
	

	Corporate and other
	
	
	—
	
	—
	
	—
	
	—
	

	Total
	$
	215,504
	
	$
	59,301
	
	$
	26,599
	
	$
	301,404
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



Contract balances. Contract assets relate to the Partnership’s rights to consideration for work completed but not billed at the reporting date and consist of the estimated MVC shortfall payments expected from its customers and unbilled activity
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associated with contributions in aid of construction. Contract assets are transferred to trade receivables when the rights become unconditional. The following table provides information about contract assets from contracts with customers:

	
	
	Total

	
	
	

	
	
	(In thousands)

	Contract assets, beginning balance December 31, 2021
	$
	10,327

	Additions
	
	7,048

	Transfers out
	
	(8,891)

	Contract assets, ending balance September 30, 2022
	$
	8,484

	
	
	



As of September 30, 2022, receivables with customers totaled $42.3 million and contract assets totaled $8.5 million and are included in the accounts receivable caption on the unaudited condensed consolidated balance sheets.

As of December 31, 2021, receivables with customers totaled $50.5 million and contract assets totaled $10.3 million and are included in the accounts receivable caption on the unaudited condensed consolidated balance sheets.

Contract liabilities (deferred revenue) relate to the advance consideration received from customers primarily for contributions in aid of construction. The Partnership recognizes contract liabilities under these arrangements in revenue over the contract period. See Note 7 – Deferred Revenue for additional details.

5. PROPERTY, PLANT AND EQUIPMENT

Details on the Partnership’s property, plant and equipment follow.

	
	
	
	
	
	
	September 30, 2022
	
	December 31, 2021
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	(In thousands)
	
	

	Gathering and processing systems and related equipment
	
	
	
	
	$
	
	
	
	2,038,167
	
	$
	
	2,225,267
	

	Construction in progress
	
	
	
	
	
	
	
	
	30,714
	
	
	
	49,082
	

	Land and line fill
	
	
	
	
	
	
	
	
	10,189
	
	
	
	10,644
	

	Other
	
	
	
	
	
	
	
	
	51,645
	
	
	
	51,863
	

	Total
	
	
	
	
	
	
	
	
	2,130,715
	
	
	
	2,336,856
	

	Less: accumulated depreciation
	
	
	
	
	
	
	
	
	(653,664)
	
	
	
	(610,774)
	

	Property, plant and equipment, net
	
	
	
	
	$
	
	
	
	1,477,051
	
	$
	
	1,726,082
	

	Depreciation expense and capitalized interest for the Partnership follow.
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Three Months Ended September 30,
	
	
	
	Nine Months Ended September 30,
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	2021
	
	
	
	
	2022
	
	
	
	2021
	

	
	
	
	
	(In thousands)
	
	
	
	
	
	

	Depreciation expense
	$
	22,474
	$
	23,867
	$
	70,235
	
	$
	66,651
	

	Capitalized interest
	
	128
	
	85
	
	
	
	711
	
	
	395
	



6. EQUITY METHOD INVESTMENTS

The Partnership has equity method investments in Double E and Ohio Gathering, the balances of which are included in the Investment in equity method investees caption on the unaudited condensed consolidated balance sheets. Details of the Partnership’s equity method investments follow.

	
	
	
	September 30, 2022
	
	December 31, 2021
	

	
	
	
	
	

	
	
	
	(In thousands)
	

	Double E
	$
	283,531
	
	$
	280,952
	

	Ohio Gathering
	
	
	230,443
	
	
	242,244
	

	Total
	
	$
	513,974
	
	$
	523,196
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7. DEFERRED REVENUE

Certain of the Partnership’s gathering and/or processing agreements provide for monthly or annual MVCs. The amount of the shortfall payment is based on the difference between the actual throughput volume shipped and/or processed for the applicable period and the MVC for the applicable period, multiplied by the applicable gathering or processing fee.

Many of the Partnership’s gas gathering agreements contain provisions that can reduce or delay the cash flows that it expects to receive from MVCs to the extent that a customer's actual throughput volumes are above or below its MVC for the applicable contracted measurement period.

The balances in deferred revenue as of September 30, 2022 and December 31, 2021 are primarily related to contributions in aid of construction which will be recognized as revenue over the life of the contract.

A rollforward of current deferred revenue follows.

	
	
	Total
	

	
	
	
	

	
	
	(In thousands)
	

	Current deferred revenue, January 1, 2022
	$
	10,374
	

	Add: additions
	
	3,482
	

	Less: revenue recognized
	
	(4,680)
	

	Current deferred revenue, September 30, 2022
	$
	9,176
	

	A rollforward of noncurrent deferred revenue follows.
	
	
	

	
	
	
	

	
	
	Total
	

	
	
	
	

	
	
	(In thousands)
	




Noncurrent deferred revenue, January 1, 2022
[image: ]

Add: additions
[image: ]

Less: reclassification to current deferred revenue

Noncurrent deferred revenue, September 30, 2022


8. DEBT

Debt for the Partnership at September 30, 2022 and December 31, 2021, follows:
[image: ]


ABL Facility: Summit Holdings' asset based credit facility due May 1, 2026

Permian Transmission Credit Facility: Permian Transmission's variable rate senior secured credit facility due March 8, 2028
[image: ]
Permian Transmission Term Loan: Permian Transmission's variable rate senior secured term loan due March 8, 2028

2025 Senior Notes: Summit Holdings' 5.75% senior unsecured notes due April 15, 2025
[image: ]

2026 Secured Notes: Summit Holdings' and Finance Corp's 8.50% senior unsecured notes due October 15,

2026

Less: unamortized debt discount and debt issuance costs
[image: ]

Total debt

Less: current portion
[image: ]

Total long-term debt



	$
	42,570

	
	269

	
	(4,046)

	$
	38,793

	
	








	
	September 30, 2022
	
	December 31, 2021

	
	

	
	(In thousands)

	$
	85,000
	
	$
	267,000

	
	—
	
	160,000

	
	156,561
	
	
	—

	
	259,463
	
	
	259,463

	
	700,000
	
	
	700,000

	
	(26,826)
	
	
	(31,391)

	
	
	
	
	

	
	1,174,198
	
	
	1,355,072

	
	(9,009)
	
	
	—

	
	
	
	
	

	$
	1,165,189
	
	$
	1,355,072

	
	
	
	
	




ABL Facility. On November 2, 2021, the Partnership, the Partnership’s subsidiary, Summit Holdings, and the subsidiaries of Summit Holdings party thereto entered into a first-lien, senior secured credit facility, consisting of a $400.0 million asset-based revolving credit facility (the “ABL Facility”), subject to a borrowing base comprised of a percentage of eligible accounts receivable of Summit Holdings and its subsidiaries that guarantee the ABL Facility (collectively, the “ABL Facility Subsidiary Guarantors”) and a percentage of eligible above-ground fixed assets including eligible compression units, processing plants, compression stations and related equipment of Summit Holdings and the ABL Facility Subsidiary Guarantors. As of
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September 30, 2022, the most recent borrowing base determination of eligible assets totaled $562.6 million, an amount greater than the $400.0 million of aggregate commitments.

The ABL Facility will mature on May 1, 2026; provided that, (a) if the outstanding amount of the 2025 Senior Notes (or any permitted refinancing indebtedness in respect thereof that has a final maturity, scheduled amortization or any other scheduled repayment, mandatory prepayment, mandatory redemption or sinking fund obligation prior to the date that is 120 days after the Termination Date (as defined in the ABL Agreement)) on such date equals or exceeds $50,000,000, then the ABL Facility will mature on December 13, 2024 and (b) if both (i) any amount of the 2025 Senior Notes (or any permitted refinancing indebtedness in respect thereof that has a final maturity, scheduled amortization or any other scheduled repayment, mandatory prepayment, mandatory redemption or sinking fund obligation prior to the date that is 120 days after the Termination Date) is outstanding on such date and

(ii) Liquidity (as defined in the ABL Agreement) is less than an amount equal to the sum of the then aggregate outstanding principal amount of the 2025 Senior Notes (or any permitted refinancing indebtedness in respect thereof that has a final maturity, scheduled amortization or any other scheduled repayment, mandatory prepayment, mandatory redemption or sinking fund obligation prior to the date that is 120 days after the Termination Date) plus the Threshold Amount (as defined in the ABL Agreement) on such date, then the ABL Facility will mature on January 14, 2025.

As of September 30, 2022, the applicable margin under the adjusted LIBOR borrowings was 3.25%, the interest rate was 6.375% and the available borrowing capacity of the ABL Facility totaled $309.1 million after giving effect to the issuance of $5.9 million in outstanding but undrawn irrevocable standby letters of credit.

The ABL Facility requires that Summit Holdings not permit (i) the First Lien Net Leverage Ratio (as defined in the ABL Agreement) as of the last day of any fiscal quarter to be greater than 2.50:1.00, or (ii) the Interest Coverage Ratio (as defined in the ABL Agreement) as of the last day of any fiscal quarter to be less than 2.00:1.00. As of September 30, 2022, the First Lien Net Leverage Ratio was 0.38:1.00 and the Interest Coverage Ratio was 2.57:1.00 As of September 30, 2022, the Partnership was in compliance with the financial covenants of the ABL Facility.

Permian Transmission Credit Facility. On March 8, 2021 (the “Permian Closing Date”), the Partnership’s unrestricted subsidiary, Permian Transmission, entered into a Credit Agreement which provided for $175.0 million of senior secured credit facilities (the “Permian Transmission Credit Facilities”), including a $160.0 million Term Loan Facility and a $15.0 million Working Capital Facility. Borrowings from the Permian Transmission Credit Facilities were used to finance Permian Transmission’s capital calls associated with its investment in Double E. In January 2022, in accordance with the terms of Permian Transmission Credit Facilities, the Partnership converted the $160.0 million portion of the Permian Transmission Credit Facilities into a term loan facility (the “Permian Term Loan Facility”).

As of September 30, 2022, the applicable margin under adjusted LIBOR borrowings was 2.375%, the interest rate was 4.90% and the available borrowing capacity of the Permian Transmission Credit Facility totaled $4.5 million, subject to a commitment fee of 0.7% after giving effect to the issuance of $10.5 million in outstanding but undrawn irrevocable standby letters of credit and surety bonds. As of September 30, 2022, the Partnership was in compliance with the financial covenants of the Permian Transmission Credit Facility.

Permian Transmission Term Loan. As described above, in January 2022, the Permian Transmission Term Loan Facility was converted into a Term Loan (the “Permian Transmission Term Loan”). The Permian Transmission Term Loan is due on May 8, 2028. As of September 30, 2022, the applicable margin under adjusted LIBOR borrowings was 2.375% and the interest rate was 4.90%. As of September 30, 2022, the Partnership was in compliance with the financial covenants governing the Permian Transmission Term Loan.

In accordance with the terms of the Permian Transmission Term Loan, Permian Transmission is required to make mandatory principal repayments. Below is a summary of the remaining mandatory principal repayments as of September 30, 2022:
	(In thousands)
	
	Total
	
	2022
	
	
	2023
	
	
	2024
	
	
	2025
	
	
	2026
	
	
	Thereafter

	Amortizing principal repayments
	$
	156,561
	
	$
	1,205
	
	$
	10,507
	
	$
	15,524
	
	$
	16,580
	
	$
	16,967
	
	$
	95,778



2026 Secured Notes. In November 2021, the Co-Issuers issued the 2026 Secured Notes. The 2026 Secured Notes are senior secured second lien notes due 2026. The 2026 Secured Notes will pay interest semi-annually in cash in arrears on April 15 and October 15 of each year, commencing on April 15, 2022, and will be jointly and severally guaranteed, on a senior second-priority secured basis (subject to permitted liens), by the Partnership and each restricted subsidiary of the Partnership (other than the Co-Issuers) that is an obligor under the ABL Agreement, or under the Co-Issuers’ 2025 Senior Notes on the issue date of the 2026 Secured Notes.

The 2026 Secured Notes are effectively subordinated to any of our or the guarantors’ current and future secured first lien indebtedness, including indebtedness incurred under the ABL Facility, to the extent of the value of the collateral securing such indebtedness, and our and the guarantors’ current and future debt that is secured by liens on assets other than the collateral, to the extent of the value of such assets. The 2026 Secured Notes are structurally subordinated to all indebtedness and other
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liabilities of our subsidiaries that do not guarantee the 2026 Secured Notes. The 2026 Secured Notes are effectively equal to our and the guarantors’ obligations under any future second lien indebtedness and effectively senior to all of our future junior lien indebtedness and existing and future unsecured indebtedness, including our outstanding senior unsecured notes, to the extent of the value of the collateral, and senior to any of our future subordinated indebtedness. The 2026 Secured Notes will mature on October 15, 2026.

Before October 15, 2023, the Co-Issuers may redeem the 2026 Secured Notes, in whole or in part, at a price equal to 100% of their principal amount, plus a make-whole premium, together with accrued and unpaid interest to, but not including the redemption date. On and after October 15, 2023, the Co-Issuers may redeem all or part of the 2026 Secured Notes at redemption prices (expressed as percentages of principal amount) equal to: (a) 104.250% for the twelve-month period beginning October 15, 2023; (b) 102.125% for the twelve-month period beginning October 15, 2024; and (c) 100.000% for the twelve-month period beginning on October 15, 2025 and at any time thereafter, in each case plus accrued and unpaid interest, if any, to, but not including, the redemption date. As of September 30, 2022, the Partnership was in compliance with the financial covenants governing its 2026 Secured Notes.

2025 Senior Notes. In February 2017, the Co-Issuers co-issued the 2025 Senior Notes. The 2025 Senior Notes will pay interest semi-annually in cash in arrears on April 15 and October 15 of each year. The 2025 Senior Notes are senior, unsecured obligations and rank equally in right of payment with all of the Partnership’s existing and future senior obligations. The 2025 Senior Notes are effectively subordinated in right of payment to all of the Partnership’s secured indebtedness, to the extent of the collateral securing such indebtedness.

The Co-Issuers have the right to redeem all or part of the 2025 Senior Notes at a redemption price of 101.438% (with the redemption price declining to 100.00% on April 15, 2023 and thereafter), plus accrued and unpaid interest, if any, to, but not including the redemption date.

As of September 30, 2022, the Partnership was in compliance with the financial covenants governing its 2025 Senior Notes.

9. FINANCIAL INSTRUMENTS

Fair Value. A summary of the estimated fair value of our financial instruments follows.

	
	
	
	September 30, 2022
	
	December 31, 2021

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Estimated
	
	
	
	Estimated

	
	
	
	Carrying
	
	fair value
	
	Carrying
	
	fair value

	
	
	
	Value (1)
	
	(Level 2)
	
	Value (1)
	
	(Level 2)

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	(In thousands)
	
	
	

	2025
	Senior Notes
	$
	259,463
	$
	212,111
	
	$
	259,463
	$
	234,814

	2026
	Secured Notes
	
	700,000
	
	650,708
	
	
	700,000
	
	718,083



________

(1) Excludes applicable unamortized debt issuance costs and debt discounts.

The carrying values on the balance sheets of the ABL Facility and Permian Transmission Term Loan represents their fair value due to their floating interest rates. The fair values of the 2026 Secured Notes and 2025 Senior Notes are based on an average of nonbinding broker quotes as of September 30, 2022 and December 31, 2021. The use of different market assumptions or valuation methodologies may have a material effect on their estimated fair value.

Interest Rate Swaps. In connection with the Permian Transmission Term Loan, formerly the Permian Transmission Credit Facility, the Partnership entered into amortizing interest rate swap agreements. As of September 30, 2022 and December 31, 2021, the outstanding notional amounts of interest rate swaps were $140.9 million and $144.0 million, respectively. These interest rate swaps manage exposure to variability in expected cash flows attributable to interest rate risk. Interest rate swaps convert a portion of the Partnership’s variable rate debt to fixed rate debt. The Partnership chooses counterparties for its derivative instruments that it believes are creditworthy at the time the transactions are entered into, and the Partnership actively monitors the creditworthiness where applicable. However, there can be no assurance that a counterparty will be able to meet its obligations to the Partnership. The Partnership presents its derivative positions on a gross basis and does not net the asset and liability positions.

As of September 30, 2022, the Partnership’s interest rate swap agreements had a fair value of $16.1 million and are recorded within other noncurrent assets within the unaudited condensed consolidated balance sheets. The derivative instruments’ fair value are determined using level 2 inputs from the fair value hierarchy. For the three and nine months ended September 30, 2022, the Company recorded a gain on interest rate swaps of $5.5 million and $16.5 million, respectively.
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10. PARTNERS' CAPITAL AND MEZZANINE CAPITAL

Common Units. A rollforward of the number of issued and outstanding common limited partner units follows for the period from December 31, 2021 to September 30, 2022.

	
	Common Units
	

	Units, December 31, 2021
	
	

	
	7,169,834
	

	2022 Preferred Exchange Offer, net of units withheld for taxes
	2,853,875
	

	Common units issued for SMLP LTIP, net
	152,873
	

	Units, September 30, 2022
	10,176,582
	

	
	
	



Series A Preferred Units. As of September 30, 2022, the Partnership had 65,508 Series A Preferred Units outstanding and $19.4 million of accrued and unpaid distributions on its Series A Preferred Units.

Series A Preferred Unit Exchange Offers. In January 2022, the Partnership completed an offer to exchange its Series A Preferred Units for newly issued common units (the “2022 Preferred Exchange Offer”), whereby it issued 2,853,875 SMLP common units, net of units withheld for withholding taxes, in exchange for 77,939 Series A Preferred Units. As a result of the transaction, the Partnership recognized a deemed contribution of $20.9 million from the Series A Preferred Unit holders to the common unit holders.

In April 2021, the Partnership completed an offer to exchange its Series A Preferred Units for newly issued common units (the “2021 Preferred Exchange Offer”), whereby it issued 538,715 SMLP common units, net of units withheld for withholding taxes, in exchange for 18,662 Series A Preferred Units. As a result of the transaction, the Partnership recognized a deemed contribution of $8.3 million from the Series A Preferred Unit holders to the common unit holders.

Subsidiary Series A Preferred Units. The Partnership records its Subsidiary Series A Preferred Units at fair value upon issuance, net of issuance costs, and subsequently records an effective interest method accretion amount each reporting period to accrete the carrying value to a most probable redemption value that is based on a predetermined internal rate of return measure. If the Partnership elects to make payment-in-kind (“PIK”) distributions to holders of its Subsidiary Series A Preferred Units, these PIK distributions increase the liquidation preference on each Subsidiary Series A Preferred Unit. Net Income (Loss) attributable to our common units includes adjustments for PIK distributions and redemption accretion.

During the nine months ended September 30, 2022, the Partnership accrued a $3.3 million of cash distribution, of which $1.6 million was paid as of September 30, 2022. Additionally, during the nine months ended September 30, 2022, the Partnership elected to make PIK distributions, issuing 1,600 Subsidiary Series A Preferred Units, to the holders of its Subsidiary Series A Preferred Units. As of September 30, 2022, the Partnership had 93,039 Subsidiary Series A Preferred Units issued and outstanding.

If the Subsidiary Series A Preferred Units were redeemed on September 30, 2022, the redemption amount would be $118.7 million when considering the applicable multiple of invested capital metric and make-whole amount provisions contained in the Subsidiary Series A Preferred Unit agreement.

The following table shows the change in our Subsidiary Series A Preferred Unit balance from January 1, 2022 to September 30, 2022, net of $2.4 million and $3.9 million of unamortized issuance costs at September 30, 2022 and December 31, 2021, respectively:

	
	
	(In thousands)

	
	
	

	Balance at December 31, 2021
	$
	106,325

	PIK distributions
	
	1,600

	Redemption accretion, net of issuance cost amortization
	
	10,554

	Cash distribution (includes a $1.6 million distribution payable as of September 30, 2022)
	
	(3,256)

	Balance at September 30, 2022
	$
	115,223

	
	
	



Warrants. On May 28, 2020, and in connection with the GP Buy-In Transaction, the Partnership issued (i) a warrant to purchase up to 537,307 SMLP common units (8,059,609 SMLP common units prior to the Reverse Unit Split) to SMP TopCo, LLC, a Delaware limited liability company and affiliate of ECP (“ECP NewCo”) (the “ECP NewCo Warrant”), and (ii) a warrant to purchase up to 129,360 SMLP common units (1,940,391 SMLP common units prior to the Reverse Unit Split) to SMLP Holdings, LLC, a Delaware limited liability company and affiliate of ECP (“ECP Holdings” and together with ECP NewCo, the "ECP Entities") (the “ECP Holdings Warrant” and together with the ECP NewCo Warrant, the “ECP Warrants”).

On August 5, 2021, the ECP Entities cashlessly exercised all of the ECP Warrants for an aggregate of 414,447 SMLP common units, net of the exercise price, as calculated pursuant to Section 3(c) of the ECP Warrants (the "ECP Warrant Exercise").
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Cash Distribution Policy. In connection with the GP Buy-In Transaction, the Partnership suspended its cash distributions to holders of its common units, commencing with respect to the quarter ended March 31, 2020. Upon the resumption of distributions, the Partnership Agreement requires that it distribute all available cash, subject to reserves established by its General Partner, within 45 days after the end of each quarter to unitholders of record on the applicable record date. The amount of distributions paid under this policy is subject to fluctuations based on the amount of cash the Partnership generates from its business and the decision to make any distribution is determined by the General Partner, taking into consideration the terms of the Partnership Agreement. There were no distributions paid during the three and nine months ended September 30, 2022 or during the twelve months ended December 31, 2021.


11. EARNINGS PER UNIT

The following table details the components of EPU.




Numerator for basic and diluted EPU:

Allocation of net loss among limited partner interests:

Net loss

Net income attributable to Subsidiary Series A Preferred Units

Net loss attributable to Summit Midstream Partners, LP






	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,

	
	
	
	
	
	
	
	
	
	
	

	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	
	
	
	
	
	

	
	
	
	(In thousands, except per-unit amounts)
	
	

	$
	(7,788)
	
	$
	7,004
	
	$
	(99,597)
	
	$
	(3,744)

	
	(3,278)
	
	
	(4,253)
	
	
	(12,155)
	
	
	(12,274)

	
	
	
	
	
	
	
	
	
	
	

	$
	(11,066)
	
	$
	2,751
	
	$
	(111,752)
	
	
	(16,018)
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	Less: Net income attributable to Series A Preferred Units
	$
	(1,962)
	
	$
	(3,916)
	
	$
	(6,070)
	
	
	(12,052)

	Add: Deemed capital contribution from 2022 Preferred Exchange Offer
	
	—
	
	—
	
	20,974
	
	
	—

	Add: Deemed capital contribution from 2021 Preferred Exchange Offer
	$
	—
	$
	—
	$
	—
	$
	8,326

	Net loss attributable to common limited partners
	$
	(13,028)
	
	$
	(1,165)
	
	$
	(96,848)
	
	$
	(19,744)

	
	
	
	
	
	
	
	
	
	
	
	

	Denominator for basic and diluted EPU:
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average common units outstanding – basic
	
	10,168
	
	
	6,999
	
	
	10,003
	
	
	6,596

	Effect of nonvested phantom units
	
	—
	
	—
	
	—
	
	—

	Weighted-average common units outstanding – diluted
	
	10,168
	
	
	6,999
	
	
	10,003
	
	
	6,596

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Net income per limited partner unit:
	
	
	
	
	
	
	
	
	
	
	

	Common unit – basic
	$
	(1.28)
	
	$
	(0.17)
	
	$
	(9.68)
	
	$
	(2.99)

	Common unit – diluted
	$
	(1.28)
	
	$
	(0.17)
	
	$
	(9.68)
	
	$
	(2.99)

	
	
	
	
	
	
	
	
	
	
	
	

	Nonvested anti-dilutive phantom units excluded from the calculation of diluted EPU
	
	—
	
	367
	
	
	—
	
	193







17
[image: ]

Table of Contents



12. SUPPLEMENTAL CASH FLOW INFORMATION

	
	
	Nine Months Ended September 30,

	
	
	
	
	

	
	
	2022
	
	2021

	
	
	
	

	
	
	(In thousands)
	

	
	
	
	
	

	Supplemental cash flow information:
	
	
	
	

	Cash interest paid
	$
	46,093
	$
	42,104

	
	
	
	
	

	Cash paid for taxes
	$
	149
	$
	191

	
	
	
	
	

	Noncash investing and financing activities:
	
	
	
	

	Capital expenditures in trade accounts payable (period-end accruals)
	$
	4,102
	$
	5,614

	
	
	
	
	

	Accretion of Subsidiary Series A Preferred Units, net of issuance cost amortization
	$
	10,554
	$
	7,716

	Exercise of ECP Warrants
	$
	—
	$
	15,542

	
	
	
	
	

	2022 Preferred Exchange Offer
	$
	92,587
	$
	—

	2021 Preferred Exchange Offer
	$
	—
	$
	20,654

	.
	
	
	
	




13. UNIT-BASED AND NONCASH COMPENSATION

SMLP Long-Term Incentive Plan. The Partnership’s Long-Term Incentive Plan (“SMLP LTIP”) provides for equity awards to eligible officers, employees, consultants and directors of the Partnership, thereby linking the recipients’ compensation directly to SMLP’s performance. Significant items to note:

· For the nine-month period ended September 30, 2022, the Partnership granted 146,529 phantom units and associated distribution equivalent rights to employees in connection with the Partnership’s annual incentive compensation award cycle. These awards had a grant date fair value of $14.21 per common unit and vest ratably over a 3-year period.

· For the nine-month period ended September 30, 2022, the Partnership issued 38,664 common units to the Partnership’s six independent directors in connection with their annual compensation plan. These awards had a grant date fair value of $14.21 per common unit and vested immediately.

· On June 24, 2022, unitholders of the Partnership approved the Summit Midstream Partners, LP 2022 Long-Term Incentive Plan, which increased the number of common units available for issuance to the Partnership’s employees, consultants and directors. As of September 30, 2022, approximately 1.2 million common units remained available for future issuance under the SMLP LTIP, which includes the impact of 0.3 million granted but unvested phantom units.

14. COMMITMENTS AND CONTINGENCIES

Environmental Matters. Although the Partnership believes that it is in material compliance with applicable environmental regulations, the risk of environmental remediation costs and liabilities are inherent in pipeline ownership and operation. Furthermore, the Partnership can provide no assurances that significant environmental remediation costs and liabilities will not be incurred in the future. The Partnership is currently not aware of any material contingent liabilities that exist with respect to environmental matters, except as noted below.

As of September 30, 2022, the Partnership has recognized (i) a current liability for remediation effort expenditures expected to be incurred within the next 12 months and (ii) a noncurrent liability for estimated remediation expenditures expected to be incurred subsequent to September 30, 2023. Each of these amounts represent the Partnership’s best estimate for costs expected to be incurred. Neither of these amounts have been discounted to their present value.

A rollforward of the Partnership’s undiscounted accrued environmental remediation follows and is primarily related to the 2015 Blacktail Release and other environmental remediation activities, as detailed below.
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	(In thousands)

	Accrued environmental remediation, December 31, 2021
	$
	5,606

	Payments made
	
	(2,372)

	Changes in estimates
	
	642

	Accrued environmental remediation, September 30, 2022
	$
	3,876

	
	
	



In 2015, the Partnership learned of the rupture of a four-inch produced water gathering pipeline on the Meadowlark Midstream system near Williston, North Dakota (“2015 Blacktail Release”). On August 4, 2021, subsidiaries of the Partnership entered into the following agreements to resolve the U.S. federal and North Dakota state governments’ environmental claims with respect to the 2015 Blacktail Release: (i) a Consent Decree with the U.S.

Department of Justice (“DOJ”), the U.S. Environmental Protection Agency (“EPA”), and the State of North Dakota (“Consent Decree”); (ii) a Plea Agreement with the United States (“Plea Agreement”); and (iii) a Consent Agreement with the North Dakota Industrial Commission (“Consent Agreement” together with the Consent Decree and Plea Agreement, the “Global Settlement”). As of September 30, 2022 and December 31, 2021, the accrued loss liability for the 2015 Blacktail Release was $31.7 million and $33.2 million, respectively.

Key terms of the Global Settlement included (i) payment of penalties and fines totaling $36.3 million, consisting of $1.25 million in natural resource damages payable to federal and state governments, a $25.0 million payable to the federal government over 5 years, and a $10.0 million payable to state governments over six years, with interest applied to unpaid amounts accruing at a fixed rate of 3.25%, and of which $5.6 million is expected to be paid within the next twelve months; (ii) continuation of remediation efforts at the site of the 2015 Blacktail Release; (iii) other injunctive relief including but not limited to control room management, environmental management system audit, training, and reporting; (iv) guilty pleas by Defendant subsidiary for (a) one charge of negligent discharge of a harmful quantity of oil and (b) one charge of knowing failure to immediately report a discharge of oil; and (v) organizational probation for a minimum period of three years from sentencing, including payment in full of certain components of the fines and penalty amounts. The agreements comprising the Global Settlement were subject to the approval of the U.S. District Court for the District of North Dakota (the “U.S. District Court”). The U.S. District Court entered an order making the civil components of the Global Settlement effective on September 28, 2021 and accepted the sentencing in the Plea Agreement on December 6, 2021, completing approval of the Global Settlement.

In conjunction with the criminal proceedings under the Plea Agreement, the U.S. District Court received two claims for restitution, including claims for diminution in property value and the cost of additional environmental testing. The prosecution notified the U.S District Court that the government declined to support the claims, citing “insufficient evidence to support the claims.” Defendant subsidiary of the Partnership has responded that restitution is not applicable in this matter because claimants did not provide any supporting evidence for their claims that showed any harm, and because the plea agreement in this matter does not permit restitution sought by the claimants. On August 4, 2022, the U.S. District Court denied the claims.

Subsidiaries of the Partnership are also participating in two proceedings before the EPA as a result of the Plea Agreement becoming effective. Following the U.S. District Court’s entering judgment on Defendant subsidiary’s guilty plea to one count of negligent discharge of produced water in violation of the Clean Water Act, Defendant subsidiary was statutorily debarred by operation of law pursuant to 33 U.S.C. § 1368(a) to participate in federal awards performed at the “violating facility,” which EPA determined to be the Marmon subsystem of the produced water gathering system in North Dakota. Defendant has submitted a petition for reinstatement, which was denied by the EPA’s suspension and debarment office (“SDO”) on July 11, 2022. The SDO determined that the term of probation in the Plea Agreement was the appropriate period of time to demonstrate Defendant subsidiary’s change of corporate attitude, policies, practices, and procedures. The Partnership and certain subsidiaries have also received a show cause notice from the EPA requesting us to “show cause” why SDO should not issue a Notice of Proposed Debarment to the Defendant subsidiary and certain affiliates under 2 C.F.R. § 180.800(d), to which we have responded.

Legal Proceedings. The Partnership is involved in various litigation and administrative proceedings arising in the ordinary course of business. In the opinion of management, any liabilities that may result from these claims or those arising in the ordinary course of business would not individually or in the aggregate have a material adverse effect on the Partnership's financial position or results of operations.

15. SEGMENT INFORMATION

In accordance with ASC No. 280 - Segment Reporting, the Partnership routinely evaluates whether its reportable segments have changed. In the fourth quarter of 2021, the Partnership changed its segment reporting to align with how the General Partner’s Chief Executive Officer, its chief operating decision maker, reviews financial information in order to allocate resources and assess performance. The new segment reporting as of December 31, 2021, resulted from changes enacted to optimize commercial efforts and geographic workforce in order to better align its commercial, engineering, and operational capabilities.
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As a result of the revised reportable segment structure, the Partnership has recast the corresponding segment information for all periods presented.

As of September 30, 2022, the Partnership’s reportable segments are:

· Rockies – Includes the Partnership’s wholly owned midstream assets located in the Williston Basin and the DJ Basin.

· Permian – Includes the Partnership’s equity method investment in Double E and its wholly owned Lane G&P System, which was sold on June 30, 2022 to Matador. For additional information regarding the sale of the Lane G&P System, see Note 3 - Dispositions.

· Northeast – Includes the Partnership’s wholly owned midstream assets located in the Utica and Marcellus shale plays and the equity method investment in Ohio Gathering that is focused on the Utica Shale.

· Piceance – Includes the Partnership’s wholly owned midstream assets located in the Piceance Basin.

· Barnett – Includes the Partnership’s wholly owned midstream assets located in the Barnett Shale.

Corporate and Other represents those results that: (i) are not specifically attributable to a reportable segment; (ii) are not individually reportable; or (iii) have not been allocated to a reportable segment for the purpose of evaluating their performance, including certain general and administrative expense items, certain natural gas and crude oil marketing services and transaction costs.

Assets by reportable segment follow.

	
	
	
	
	
	
	September 30, 2022
	
	December 31, 2021
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	(In thousands)
	
	

	Assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	
	
	
	
	$
	
	
	600,394
	
	$
	
	
	623,224
	

	Rockies
	
	
	
	
	
	
	
	
	529,004
	
	
	
	
	592,148
	

	Permian
	
	
	
	
	
	
	
	
	303,474
	
	
	
	
	458,988
	

	Piceance
	
	
	
	
	
	
	
	
	489,474
	
	
	
	
	524,218
	

	Barnett
	
	
	
	
	
	
	
	
	301,873
	
	
	
	
	315,055
	

	Total reportable segment assets
	
	
	
	
	
	
	
	
	2,224,219
	
	
	
	
	2,513,633
	

	Corporate and Other
	
	
	
	
	
	
	
	
	15,453
	
	
	
	
	8,829
	

	Total assets
	
	
	
	
	
	$
	
	
	2,239,672
	
	$
	
	
	2,522,462
	

	Segment adjusted EBITDA by reportable segment follows.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	2022
	
	
	
	2021
	
	
	
	2022
	
	
	
	
	2021
	

	
	
	
	
	
	
	(In thousands)
	
	
	
	
	

	Reportable segment adjusted EBITDA
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	19,353
	
	$
	20,720
	
	$
	57,989
	$
	64,274
	

	Rockies
	
	14,262
	
	
	18,722
	
	
	43,991
	
	
	49,606
	

	Permian
	
	4,882
	
	
	1,422
	
	
	13,848
	
	
	4,014
	

	Piceance
	
	14,249
	
	
	18,908
	
	
	45,367
	
	
	60,266
	

	Barnett
	
	7,864
	
	
	9,637
	
	
	24,397
	
	
	26,542
	

	Total of reportable segments' measures of profit
	$
	60,610
	
	$
	69,409
	
	$
	185,592
	
	$
	204,702
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	20
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A reconciliation of income or loss before income taxes and income from equity method investees to total of reportable segments' measures of profit follows.

	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	(In thousands)
	
	
	

	Reconciliation of income (loss) before income taxes and
	
	
	
	
	
	
	
	
	
	
	

	income from equity method investees to total of
	
	
	
	
	
	
	
	
	
	
	

	reportable segments' measures of profit:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Income (loss) before income taxes and income from equity method
	$
	(13,590)
	
	$
	4,850
	
	$
	(113,452)
	$
	(10,779)

	investees
	
	
	
	
	
	
	
	
	
	
	

	Add:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Corporate and Other expense
	
	2,151
	
	
	11,758
	
	
	11,778
	
	
	61,238

	Interest expense
	
	24,932
	
	
	15,530
	
	
	73,982
	
	
	44,985

	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization (1)
	
	29,076
	
	
	31,226
	
	
	90,101
	
	
	88,570

	Proportional adjusted EBITDA for equity method investees
	
	11,949
	
	
	6,690
	
	
	33,807
	
	
	20,403

	
	
	
	
	
	
	
	
	
	
	
	

	Adjustments related to capital reimbursement activity
	
	(1,517)
	
	
	(1,549)
	
	
	(4,823)
	
	
	(5,019)

	Unit-based and noncash compensation
	
	692
	
	
	868
	
	
	2,964
	
	
	3,883

	
	
	
	
	
	
	
	
	
	
	
	

	Gain on asset sales, net
	
	(99)
	
	
	(212)
	
	
	(409)
	
	
	(352)

	Long-lived asset impairment
	
	7,016
	
	
	248
	
	
	91,644
	
	
	1,773

	
	
	
	
	
	
	
	
	
	
	
	

	Total of reportable segments' measures of profit
	$
	60,610
	
	$
	69,409
	
	$
	185,592
	$
	204,702

	
	
	
	
	
	
	
	
	
	
	
	



________

(1) Includes the amortization expense associated with our favorable gas gathering contracts as reported in other revenues.

16. SUBSEQUENT EVENTS

Acquisitions.

On October 14, 2022, Summit Holdings entered into definitive agreements with each of Outrigger Energy II LLC (“Outrigger”) and Sterling Investment Holdings LLC (“Sterling”) to acquire each of Outrigger DJ Midstream LLC (“Outrigger DJ”) and Sterling Energy Investments LLC, Grasslands Energy Marketing LLC and Centennial Water Pipelines LLC (collectively, “Sterling DJ”), respectively. In these transactions (the “2022 DJ Acquisitions”), SMLP will acquire natural gas gathering and processing systems, a crude oil gathering system, freshwater rights and a freshwater delivery system located near Summit’s Hereford assets in Weld County, Colorado for an aggregate cash consideration of $305 million, subject to customary transaction adjustments. The Outrigger DJ and Sterling DJ consolidated asset portfolio is located in Weld, Morgan and Logan Counties, Colorado and Cheyenne County, Nebraska. The 2022 DJ Acquisitions are expected to close during the fourth quarter of 2022, subject to customary closing conditions and regulatory approvals, including under the Hart-Scott-Rodino Antitrust Improvements Act of 1976.

The 2022 DJ Acquisitions will be financed through a combination of borrowings under SMLP’s ABL Facility and a new, fully committed issuance of

$85 million aggregate principal amount of Senior Secured Second Lien Notes due 2026 (the “Additional 2026 Secured Notes”), subject to closing of the 2022 DJ Acquisitions.

Financing Matters.

On October 14, 2022, Summit Holdings entered into commitment letters with certain investors (the “Commitment Parties”) to purchase an aggregate of $85 million aggregate principal amount of 2026 Secured Notes (the “Additional 2026 Secured Notes”) at an issue price of not less than 99.26%. A definitive purchase agreement was executed on October 28, 2022 and the closing of the financing transaction is subject to the satisfaction of the conditions contained therein.

On October 14, 2022, Summit Holdings entered into the First Amendment to Loan and Security Agreement (the “ABL Amendment”), pursuant to which Summit Holdings amended the ABL Agreement. The ABL Amendment includes amendments to the ABL Agreement that (a) permit SMLP to hold the proceeds of the Additional 2026 Secured Notes in a deposit account under the control of SMLP or one of its subsidiaries until the 2022 DJ Acquisitions are completed and (b) replace the ability of Summit Holdings to elect that borrowings under the ABL Agreement accrue interest at LIBOR, plus a margin, with the ability of Summit Holdings to elect that borrowings under the ABL Agreement accrue interest at a forward-looking term rate based on the secured overnight financing rate, plus a margin, and plus a spread adjustment ranging from 0.11448% to 0.42826% depending on the applicable interest period.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended to inform the reader about matters affecting the financial condition and results of operations of the Partnership and its subsidiaries for the periods since December 31, 2021. As a result, the following discussion should be read in conjunction with the unaudited condensed consolidated financial statements and notes thereto included in this report and the MD&A and the audited consolidated financial statements and related notes that are included in the Partnership’s Annual Report on Form 10-K for the year ended December 31, 2021 (the “2021 Annual Report”). Among other things, those financial statements and the related notes include more detailed information regarding the basis of presentation for the following information. This discussion contains forward-looking statements that constitute our plans, estimates and beliefs. These forward-looking statements involve numerous risks and uncertainties, including, but not limited to, those discussed in Forward-Looking Statements. Actual results may differ materially from those contained in any forward-looking statements.

Overview

We are a value-driven limited partnership focused on developing, owning and operating midstream energy infrastructure assets that are strategically located in unconventional resource basins, primarily shale formations, in the continental United States.

Our financial results are driven primarily by volume throughput across our gathering systems and by expense management. We generate the majority of our revenues from the gathering, compression, treating and processing services that we provide to our customers. A majority of the volumes that we gather, compress, treat and/or process have a fixed-fee rate structure which enhances the stability of our cash flows by providing a revenue stream that is not subject to direct commodity price risk. We also earn a portion of our revenues from the following activities that directly expose us to fluctuations in commodity prices: (i) the sale of physical natural gas and/or NGLs purchased under percentage-of-proceeds or other processing arrangements with certain of our customers in the Rockies and Piceance segments, (ii) the sale of natural gas we retain from certain Barnett segment customers, (iii) the sale of condensate we retain from our gathering services in the Piceance segment and (iv) additional gathering fees that are tied to the performance of certain commodity price indexes which are then added to the fixed gathering rates.

We also have indirect exposure to changes in commodity prices such that persistently low commodity prices may cause our customers to delay and/or cancel drilling and/or completion activities or temporarily shut-in production, which would reduce the volumes of natural gas and crude oil (and associated volumes of produced water) that we gather. If certain of our customers cancel or delay drilling and/or completion activities or temporarily shut-in production, the associated MVCs, if any, ensure that we will earn a minimum amount of revenue. Commodity prices have increased and remain at higher levels primarily due to recent production cuts by OPEC+ and Russia’s invasion of Ukraine which began in February 2022, which mitigates the risk of cancelled or delayed drilling and/or completion activities.
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The following table presents certain consolidated and reportable segment financial data. For additional information on our reportable segments, see the "Segment Overview for the Three and Nine Months Ended September 30, 2022 and 2021" section included herein.

	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,

	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	2021
	
	
	2022
	
	2021

	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	(In thousands)
	

	
	
	
	
	
	
	
	
	
	

	Net income (loss)
	$
	(7,788)
	$
	7,004
	
	$
	(99,597)
	$
	(3,744)

	Reportable segment adjusted EBITDA
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Northeast
	$
	19,353
	$
	20,720
	
	$
	57,989
	$
	64,274

	Rockies
	
	14,262
	
	18,722
	
	
	43,991
	
	49,606

	
	
	
	
	
	
	
	
	
	

	Permian
	
	4,882
	
	1,422
	
	
	13,848
	
	4,014

	Piceance
	
	14,249
	
	18,908
	
	
	45,367
	
	60,266

	
	
	
	
	
	
	
	
	
	

	Barnett
	
	7,864
	
	9,637
	
	
	24,397
	
	26,542

	
	
	
	
	
	
	
	
	
	

	Net cash provided by operating activities
	$
	36,646
	$
	41,514
	
	$
	96,805
	$
	127,731

	Capital expenditures (1)
	
	6,161
	
	5,818
	
	
	20,955
	
	11,780

	Proceeds from the disposition of the Lane G&P System, net of cash
	
	
	
	
	
	
	
	
	

	sold in the transaction
	
	—
	
	—
	
	75,520
	
	—

	Proceeds from the disposition of Bison Midstream, net of cash sold in
	
	
	
	
	
	
	
	
	

	the transaction
	
	36,671
	
	—
	
	36,671
	
	—

	
	
	
	
	
	
	
	
	
	

	Investment in Double E equity method investee (2)
	
	—
	
	53,166
	
	
	8,444
	
	102,109

	
	
	
	
	
	
	
	
	
	

	Repayments on ABL Facility
	
	(66,000)
	
	—
	
	(205,000)
	
	—

	Repayments on Revolving Credit Facility
	
	—
	
	(37,000)
	
	
	—
	
	(132,000)

	
	
	
	
	
	
	
	
	
	

	Borrowings on ABL Facility
	
	—
	
	—
	
	23,000
	
	—

	Repayments on Permian Transmission Term Loan
	
	(1,200)
	
	—
	
	(3,442)
	
	—

	
	
	
	
	
	
	
	
	
	

	Borrowings under Permian Transmission Credit Facility
	
	—
	
	53,500
	
	
	—
	
	107,000

	
	
	
	
	
	
	
	
	
	



________

(1) See "Liquidity and Capital Resources" herein to the unaudited condensed consolidated financial statements for additional information on capital expenditures.

(2) Inclusive of $0.9 and $2.5 million, respectively, of capitalized interest for the three and nine months ended September 30, 2021. There was no capitalized interest recorded for the three and nine months ended September 30, 2022.

Trends and Outlook

Our business has been, and we expect our future business to continue to be, affected by the following key trends:

· Ongoing impact of the COVID-19 pandemic and fluctuations in demand for oil and natural gas;

· Ongoing impact of the current Russia-Ukraine conflict and the international sanctions against Russia on commodity prices;

· Natural gas, NGL and crude oil supply and demand dynamics;

· Production from U.S. shale plays;

· Capital markets availability and cost of capital, including the effects of higher interest rates; and

· Inflation and shifts in operating costs.

Our expectations are based on assumptions made by us and information currently available to us. To the extent our underlying assumptions about, or interpretations of, available information prove to be incorrect, our actual results may vary materially from our expected results. For additional information, see the "Trends and Outlook" section of MD&A included in the 2021 Annual Report.
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Strategic Acquisitions. During October 2022, we entered into a definitive agreement with Outrigger to acquire Outrigger DJ for $165.0 million in cash, subject to adjustment, and a definitive agreement with Sterling to acquire Sterling DJ for $140.0 million in cash, subject to adjustment. In these acquisitions, we will acquire natural gas gathering and processing systems, a crude oil gathering system, freshwater rights and a freshwater delivery system located near our Hereford assets in Weld County, Colorado. These acquisitions are a strategic step in our overall corporate strategy to reposition our portfolio and expand a franchise position in the DJ Basin. The 2022 DJ Acquisitions significantly increase our gas processing capacity in the DJ Basin and diversifies our customer base with a combination of fixed fee and percentage-of-proceeds contracts with an over 10-year and weighted average remaining tenor. The 2022 DJ Acquisitions are expected to close during the fourth quarter of 2022, subject to customary closing conditions and regulatory approvals, including under the Hart-Scott Rodino Antitrust Improvement Act of 1976.

Cost structure optimization and portfolio management. The Partnership intends to optimize its capital structure in the future by reducing its indebtedness with free cash flow, and when appropriate, it may pursue opportunistic transactions with the objective of increasing long term unitholder value. This may include opportunistic acquisitions (such as the 2022 DJ Acquisitions), divestitures (such as the disposition of the Lane G&P System and of Bison Midstream), re-allocation of capital to new or existing areas, and development of joint ventures involving our existing midstream assets or new investment opportunities. We believe that our internally generated cash flow, our ABL Facility, the Permian Term Loan Facility, and access to debt (such as the Additional 2026 Secured Notes) or equity will be adequate to finance our strategic initiatives. To attain our overall corporate strategic objectives, we may conduct an asset divestiture, or divestitures, at a transaction valuation that is less than the net book value of the divested asset.

Ongoing impact of the COVID-19 pandemic and fluctuations in demand for oil and natural gas. We continue to closely monitor the impact of the COVID-19 pandemic, including its variants, on all aspects of our business, including how it has impacted and will impact our customers, employees, supply chain and distribution network. In response to the COVID-19 pandemic, we modified our business practices, including restricting employee travel and utilizing COVID-19 pandemic tax relief in 2021 (as allowed by the Consolidated Appropriations Act, 2021, the "ERC Tax Credit").

We have collaborated extensively with our customer base regarding impacts to their drilling and completion activities in light of the COVID-19 pandemic. Based on recently updated production forecasts and 2022 development plans from our customers, we currently expect that 2022 activity will be lower than historical periods prior to COVID-19, notwithstanding the increase in commodity prices in 2022 primarily driven by production cuts from OPEC+ and Russia’s invasion of Ukraine in February 2022.

Ongoing impact of the current Russia-Ukraine conflict and the international sanctions against Russia on commodity prices. In February of 2022, Russia invaded Ukraine and is still engaged in active armed conflict against the country. As a result, governments in the European Union, the United States and other countries have enacted additional sanctions against Russia, certain of its citizens and Russian interests.

Although the Partnership does not operate in Ukraine, Russia or other parts of Europe, there are certain impacts arising from Russia’s invasion of Ukraine that could have a potential effect on the Partnership, including, but not limited to, volatility in currencies and commodity prices, higher inflation, cost and supply chain pressures and availability and disruptions in banking systems and capital markets. As of the date of filing, there have been no material impacts.

Impact of recent increases in interest rates.

Increases in interest rates could adversely affect our and the Partnership’s future ability to obtain financing or materially increase the cost of existing and any additional financing. Since March 2022, the Federal Reserve has raised its target range for the federal funds rate five times, including by 50 basis points in May 2022 and by 75 basis points in each of June 2022, July 2022, September 2022 and November 2022. Furthermore, the Federal Reserve has signaled that additional rate increases are likely to occur for the foreseeable future.

The Inflation Reduction Act of 2022 could accelerate the transition to a low carbon economy and will impose new costs on our operations. On August 16, 2022, the Inflation Reduction Act of 2022 (“IRA 2022”) was signed into law pursuant to the budget reconciliation process. The IRA 2022 contains hundreds of billions of dollars in incentives for the development of renewable energy, clean hydrogen, clean fuels, electric vehicles and supporting infrastructure and carbon capture and sequestration, among other provisions. These incentives could further accelerate the transition of the U.S. economy away from the use of fossil fuels towards lower- or zero-carbon emissions alternatives, which could decrease demand for the oil and gas and consequently materially and adversely affect our business and results of operations. We do not currently believe this legislation will have a material impact on our consolidated financial statements.
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How We Evaluate Our Operations

We conduct and report our operations in the midstream energy industry through five reportable segments: Northeast, Rockies, Permian, Piceance and Barnett. Each of our reportable segments provides midstream services in a specific geographic area and our reportable segments reflect the way in which we internally report the financial information used to make decisions and allocate resources in connection with our operations. For additional information see Note 15 - Segment Information.

Our management uses a variety of financial and operational metrics to analyze our consolidated and segment performance. We view these metrics as important factors in evaluating our profitability. These metrics include:

· throughput volume;

· revenues;

· operation and maintenance expenses;

· capital expenditures; and

· segment adjusted EBITDA.

We review these metrics on a regular basis for consistency and trend analysis. There have been no changes in the composition or characteristics of these metrics during the three and nine months ended September 30, 2022.

Additional Information. For additional information, see the "Results of Operations" section herein and the notes to the unaudited condensed consolidated financial statements. For additional information on how these metrics help us manage our business, see the "How We Evaluate Our Operations" section of MD&A included in the 2021 Annual Report. For information on impending accounting changes that are expected to materially impact our financial results reported in future periods, see Note 2 – Summary of Significant Accounting Policies and Recently Issued Accounting Standards Applicable to the Partnership.
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Results of Operations

Consolidated Overview for the Three and Nine Months Ended September 30, 2022 and 2021

The following table presents certain consolidated financial and operating data.

	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	(In thousands)
	

	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	61,814
	
	$
	70,924
	
	$
	187,465
	
	$
	215,504

	Natural gas, NGLs and condensate sales
	
	16,628
	
	
	22,121
	
	
	67,364
	
	
	59,301

	Other revenues
	
	10,240
	
	
	9,000
	
	
	29,042
	
	
	26,599

	Total revenues
	
	88,682
	
	
	102,045
	
	
	283,871
	
	
	301,404

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Cost of natural gas and NGLs
	
	15,080
	
	
	21,072
	
	
	64,162
	
	
	58,174

	Operation and maintenance
	
	21,877
	
	
	20,781
	
	
	61,216
	
	
	54,881

	
	
	
	
	
	
	
	
	
	
	
	

	General and administrative(2)
	
	8,550
	
	
	8,477
	
	
	31,983
	
	
	48,414

	Depreciation and amortization
	
	28,841
	
	
	30,992
	
	
	89,397
	
	
	87,866

	
	
	
	
	
	
	
	
	
	
	
	

	Transaction costs
	
	1,517
	
	
	1,060
	
	
	1,750
	
	
	1,276

	Gain on asset sales, net
	
	(99)
	
	
	(212)
	
	
	(409)
	
	
	(352)

	
	
	
	
	
	
	
	
	
	
	
	

	Long-lived asset impairment
	
	7,016
	
	
	248
	
	
	91,644
	
	
	1,773

	Total costs and expenses
	
	82,782
	
	
	82,418
	
	
	339,743
	
	
	252,032

	
	
	
	
	
	
	
	
	
	
	
	

	Other income (expense), net
	
	—
	
	753
	
	
	(4)
	
	
	(1,532)

	Gain on interest rate swaps
	
	5,527
	
	
	—
	
	16,491
	
	
	—

	
	
	
	
	
	
	
	
	
	
	
	

	Loss on sale of business
	
	(85)
	
	
	—
	
	(85)
	
	
	—

	Loss on ECP Warrants
	
	—
	
	—
	
	—
	
	(13,634)

	
	
	
	
	
	
	
	
	
	
	
	

	Interest expense
	
	(24,932)
	
	
	(15,530)
	
	
	(73,982)
	
	
	(44,985)

	Income (loss) before income taxes and equity method investment
	
	
	
	
	
	
	
	
	
	
	

	income
	
	(13,590)
	
	
	4,850
	
	
	(113,452)
	
	
	(10,779)

	
	
	
	
	
	
	
	
	
	
	
	

	Income tax (expense) benefit
	
	68
	
	
	79
	
	
	(307)
	
	
	341

	Income from equity method investees
	
	5,734
	
	
	2,075
	
	
	14,162
	
	
	6,694

	
	
	
	
	
	
	
	
	
	
	
	

	Net income (loss)
	$
	(7,788)
	
	$
	7,004
	
	$
	(99,597)
	
	$
	(3,744)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Volume throughput (1):
	
	
	
	
	
	
	
	
	
	
	

	Aggregate average daily throughput - natural gas (MMcf/d)
	
	1,177
	
	
	1,333
	
	
	1,228
	
	
	1,374

	Aggregate average daily throughput - liquids (Mbbl/d)
	
	66
	
	
	63
	
	
	62
	
	
	64



________

(1) Excludes volume throughput for Ohio Gathering and Double E. For additional information, see the Northeast and Permian sections herein under the caption “Segment Overview for the Three and Nine Months Ended September 30, 2022 and 2021”.

(2) Includes a $19.3 million incremental loss contingency recognized during the nine months ended September 30, 2021 for the 2015 Blacktail Release (See Note 14 - Commitments and Contingencies for additional information).
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Volumes – Gas.

Natural gas throughput volumes decreased 156 MMcf/d for the three months ended September 30, 2022 compared to the three months ended September 30, 2021, primarily reflecting:

· a volume throughput decrease of 114 MMcf/d for the Northeast segment.

· a volume throughput decrease of 16 MMcf/d for the Piceance segment.

· a volume throughput decrease of 24 MMcf/d for the Permian segment.

· a volume throughput decrease of 5 MMcf/d for the Rockies segment.

· a volume throughput increase of 3 MMcf/d for the Barnett segment.

Natural gas throughput volumes decreased 146 MMcf/d for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021, primarily reflecting:

· a volume throughput decrease of 114 MMcf/d for the Northeast segment.

· a volume throughput decrease of 19 MMcf/d for the Piceance segment.

· a volume throughput decrease of 10 MMcf/d for the Permian segment.

· a volume throughput decrease of 6 MMcf/d for the Rockies segment.

· a volume throughput increase of 3 MMcf/d for the Barnett segment.

Volumes – Liquids.

Crude oil and produced water throughput volumes at the Rockies segment increased for the three months ended September 30, 2022, compared to the three months ended September 30, 2021, primarily as a result of 34 new well connections that came online subsequent to September 30, 2021, offset by natural production declines and weather related downtime.

Crude oil and produced water throughput volumes at the Rockies segment decreased for the nine months ended September 30, 2022, compared to the nine months ended September 30, 2021, primarily as a result of natural production declines and weather related downtime, offset by 34 new well connections that came online subsequent to September 30, 2021.

For additional information on volumes, see the "Segment Overview for the Three and Nine Months Ended September 30, 2022 and 2021" section herein.

Revenues. Total revenues decreased $13.4 million during the three months ended September 30, 2022 compared to the prior year period, comprised of a $5.5 million decrease in natural gas, NGLs and condensate sales, a $9.1 million decrease in gathering services and related fees, offset by a $1.2 million increase in Other Revenue.

Gathering Services and Related Fees. Gathering services and related fees decreased $9.1 million compared to the three months ended September 30, 2021, primarily reflecting:

· a $3.7 million decrease in the Piceance, primarily due to decreased volume throughput and the expiration of a customer’s minimum volume commitment;

· a $2.2 million decrease in the Northeast, primarily due to decreased volume throughput;

· a $1.9 million decrease in the Rockies, primarily due to decreased volume throughput and the expiration of a customer’s minimum volume commitment contract in the DJ Basin.

Natural Gas, NGLs and Condensate Sales. Natural gas, NGLs and condensate revenues decreased $5.5 million compared to the three months ended

September 30, 2021, primarily reflecting:

· a $7.9 million decrease in revenues from the Permian as a result of the disposition of the Lane G&P System in June 2022; offset by

· a $1.3 million increase in revenues in the Rockies, primarily as a result of increased commodity prices.

Total revenues decreased $17.5 million during the nine months ended September 30, 2022 compared to the prior year period, comprised of an $28.0 million decrease in gathering services and related fees; offset by an $8.1 million increase in natural gas, NGLs and condensate sales, and a $2.4 million increase in Other Revenue.

Gathering Services and Related Fees. Gathering services and related fees decreased $28.0 million compared to the nine months ended September 30, 2021, primarily reflecting:
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· a $14.0 million decrease in the Piceance, primarily due to decreased volume throughput and the expiration of a customer’s minimum volume commitment;

· a $7.3 million decrease in the Northeast, primarily due to decreased volume throughput;

· a $4.9 million decrease in the Rockies, primarily due to decreased volume throughput and the expiration of a customer’s minimum volume commitment contract in the DJ Basin; and

· a $2.7 million decrease in revenues from the Permian, primarily due to the disposition of the Lane G&P System in June 2022.

Natural Gas, NGLs and Condensate Sales. Natural gas, NGLs and condensate revenues increased $8.1 million compared to the nine months ended

September 30, 2021, primarily reflecting:

· a $9.0 million increase in revenues in the Rockies, primarily as a result of increased commodity prices;

· a $1.5 million increase in revenue in the Barnett; primarily as a result of increased commodity prices;

· a $1.4 million increase in revenue in the Piceance; primarily as a result of increased commodity prices; offset by

· a $3.9 million decrease in the Permian, primarily due to the disposition of the Lane G&P System in June 2022.

Costs and Expenses. Total costs and expenses increased $0.4 million during the three months ended September 30, 2022 compared to the three months ended September 30, 2021.

Total costs and expenses increased $87.7 million during the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021.

Cost of Natural Gas and NGLs. Cost of natural gas and NGLs decreased $6.0 million for the three months ended September 30, 2022 compared to the three months ended September 30, 2021, primarily driven by the disposition of the Lane G&P System in June 2022.

Cost of natural gas and NGLs increased $6.0 million for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021, primarily due to an increase in commodity prices, partially offset by the disposition of the Lane G&P System in June 2022.

Operation and Maintenance. Operation and maintenance expense increased $1.1 million for the three months ended September 30, 2022 compared to the three months ended September 30, 2021 primarily as a result of the 2021 recognition of certain commercial settlement benefits and the employee retention tax credit (“ERC Tax Credit”) that were not repeated in 2022, partially offset by the disposition of the Lane G&P System in June 2022.

Operation and maintenance expense increased $6.3 million for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021, primarily as a result of the 2021 recognition of certain commercial settlement benefits and the ERC Tax Credit that were not repeated in 2022 and totaled $7.6 million for the nine months ended September 2021, partially offset by the disposition of the Lane G&P System.

General and Administrative. General and administrative expense increased $0.1 million for the three months ended September 30, 2022 compared to the three months ended September 30, 2021.

General and administrative expense decreased $16.4 million for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021, primarily related to the nonrecurrence of a $19.3 million loss contingency recognized in 2021 (for the 2015 Blacktail Release), partially offset by $2.5 million of employee severance costs incurred during the nine months ended September 30, 2022.

Depreciation and Amortization. Depreciation and amortization expense decreased $2.2 million for the three months ended September 30, 2022 compared to the three months ended September 30, 2021 primarily as a result of the disposition of the Lane G&P System in June 2022 and Bison Midstream in September 2022; partially offset by increased depreciation expense on certain gas processing equipment.

Depreciation and amortization expense increased $1.5 million for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021 primarily as a result of increased depreciation expense on certain gas processing equipment partially offset by the disposition of the Lane G&P System in June 2022 and Bison Midstream in September 2022.

Asset Impairments. During the nine months ended September 30, 2022, the Partnership recognized impairments of $84.5 million related to the disposition of the Lane G&P System and $6.9 million in connection with disposition of Bison Midstream.

Interest Expense. Interest expense increased $9.4 million and $29.0 million for the three and nine month periods ended September 30, 2022, compared to the three and nine months ended September 30, 2021, primarily due to higher interest
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costs resulting from the issuance of the 2026 Secured Notes and borrowings on the Permian Transmission Term Loan, partially offset by principal reduction payments to our credit facilities (ABL Facility and Revolving Credit Facility).
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Segment Overview for the Three and Nine Months Ended September 30, 2022 and 2021

Northeast.

Volume throughput for the Northeast reportable segment follows.

	
	
	
	
	
	
	Northeast
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	

	
	Three Months Ended September 30,
	
	
	
	
	September 30,
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	Percentage

	2022
	
	
	2021
	
	Change
	2022
	2021
	
	
	Change

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average daily throughput (MMcf/d)
	637
	
	751
	
	(15)%
	
	
	
	670
	
	
	784
	
	(15)%

	Average daily throughput (MMcf/d) (Ohio
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering)
	783
	
	503
	
	56%
	
	
	
	648
	
	
	525
	
	23%



Volume throughput for the Northeast, excluding Ohio Gathering, decreased 15% compared to the three and nine months ended September 30, 2021, respectively, primarily due to natural production declines as well as maintenance related downtime and frac-protect activities that occurred during the three months ended June 30, 2022, partially offset by 23 well connections that came online subsequent to September 30, 2021.

Volume throughput for the Ohio Gathering system increased 56% and 23% compared to the three and nine months ended September 30, 2021, respectively, primarily as a result of 24 new well connections that came online subsequent to September 30, 2021, partially offset by natural production declines and frac-protect activities that occurred during the three months ended June 30, 2022.

Financial data for our Northeast reportable segment follows.

	
	
	
	
	
	
	
	
	Northeast
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	Three Months Ended September 30,
	
	
	
	
	
	September 30,
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	Percentage

	
	
	2022
	
	
	2021
	
	Change
	
	
	
	2022
	
	
	2021
	
	Change

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	
	(In thousands)
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	13,528
	
	$
	15,705
	(14)%
	$
	41,104
	
	$
	48,438
	(15)%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total revenues
	
	13,528
	
	
	15,705
	(14)%
	
	
	
	41,104
	
	
	48,438
	(15)%

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operation and maintenance
	
	1,637
	
	
	1,519
	8%
	
	
	
	4,872
	
	
	4,115
	18%

	General and administrative
	
	225
	
	
	136
	65%
	
	
	
	645
	
	
	390
	65%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	4,417
	
	
	4,297
	3%
	
	
	
	13,055
	
	
	12,757
	2%

	Gain on asset sales, net
	
	—
	
	(39)
	*
	
	
	
	(10)
	
	
	(93)
	*

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-lived asset impairment
	
	—
	
	—
	*
	
	
	
	—
	
	130
	*

	Total costs and expenses
	
	6,279
	
	
	5,913
	6%
	
	
	
	18,562
	
	
	17,299
	7%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Add:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	4,417
	
	
	4,297
	
	
	
	
	
	13,055
	
	
	12,757
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjustments related to capital
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	reimbursement activity
	
	(21)
	
	
	(20)
	
	
	
	
	
	(61)
	
	
	(62)
	
	

	Gain on asset sales, net
	
	—
	
	(39)
	
	
	
	
	
	(10)
	
	
	(93)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-lived asset impairment
	
	—
	
	—
	
	
	
	
	
	—
	
	130
	
	

	Proportional adjusted EBITDA for Ohio
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering
	
	7,708
	
	
	6,690
	
	
	
	
	
	22,457
	
	
	20,403
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	—
	
	—
	
	
	
	
	
	6
	
	
	—
	
	

	Segment adjusted EBITDA
	$
	19,353
	
	$
	20,720
	(7)%
	
	$
	57,989
	
	$
	64,274
	(10)%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



* Not considered meaningful

Three and nine months ended September 30, 2022. Segment adjusted EBITDA decreased $1.4 million and $6.3 million, respectively, compared to the three and nine months ended September 30, 2021 primarily as a result of revenue decreases from gathering services and related fees, partially offset by a
$1.0 million and $2.1 million, respectively, increase in proportional adjusted EBITDA from Ohio Gathering during the three and nine months ended September 30, 2022.
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Rockies.

Volume throughput for our Rockies reportable segment follows.

	
	
	
	
	
	
	Rockies
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	Three Months Ended September 30,
	
	
	
	
	September 30,
	
	

	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	2022
	
	2021
	
	Change
	2022
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Aggregate average daily throughput - natural gas
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(MMcf/d)
	31
	
	36
	
	(14%)
	30
	36
	
	(17%)
	

	Aggregate average daily throughput - liquids
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Mbbl/d)
	66
	
	63
	
	5%
	62
	64
	
	(3%)
	



Natural gas. Natural gas volume throughput decreased 14% and 17% compared to the three and nine months ended September 30, 2021, respectively, primarily reflecting natural production declines and weather related downtime that occurred during the three months ended June 30, 2022, partially offset by seven new well connections that came online subsequent to September 30, 2021.

Liquids. Liquids volume throughput increased 5% compared to the three months ended September 30, 2021, primarily associated with 34 new well connections that came online subsequent to September 30, 2021, including nine which came online in the three months ended September 30, 2022, partially offset by natural production declines and operational and weather related downtime that occurred during the three months ended June 30, 2022.

Liquids volume throughput decreased 3%, compared to the nine months ended September 30, 2021, primarily associated with natural production declines and operational and weather related downtime that occurred during the three months ended June 30, 2022, partially offset by 34 new well connections that came online subsequent to September 30, 2021.


Financial data for our Rockies reportable segment follows.

	
	
	
	
	
	
	
	
	Rockies
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	

	
	
	Three Months Ended September 30,
	
	
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	Change
	
	
	
	2022
	
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	
	(In thousands)
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	17,209
	$
	19,074
	(10)%
	$
	51,508
	$
	56,377
	(9%)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Natural gas, NGLs and condensate sales
	
	14,111
	
	
	12,845
	10%
	
	
	
	42,697
	
	
	33,688
	27%
	

	Other revenues
	
	4,823
	
	
	5,264
	(8)%
	
	
	
	14,708
	
	
	16,573
	(11)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total revenues
	
	36,143
	
	
	37,183
	(3%)
	
	
	
	108,913
	
	
	106,638
	2%
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of natural gas and NGLs
	
	13,674
	
	
	12,513
	9%
	
	
	
	41,303
	
	
	33,616
	23%
	

	Operation and maintenance
	
	7,782
	
	
	6,862
	13%
	
	
	
	21,208
	
	
	21,063
	1%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	General and administrative
	
	562
	
	
	(1,372)
	(141%)
	
	
	
	1,761
	
	
	983
	79%
	

	Depreciation and amortization
	
	7,430
	
	
	7,170
	4%
	
	
	
	22,349
	
	
	22,102
	1%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Gain) loss on asset sales, net
	
	(4)
	
	
	(17)
	*
	
	
	
	10
	
	
	(39)
	*
	

	Long-lived asset impairment
	
	6,957
	
	
	—
	*
	
	
	
	7,068
	
	
	136
	*
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total costs and expenses
	
	36,401
	
	
	25,156
	45%
	
	
	
	93,699
	
	
	77,861
	20%
	

	Add:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	7,430
	
	
	7,170
	
	
	
	
	
	22,349
	
	
	22,102
	
	
	

	Adjustments related to capital
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	reimbursement activity
	
	105
	
	
	(473)
	
	
	
	
	
	(835)
	
	
	(1,408)
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Gain) loss on asset sales, net
	
	(4)
	
	
	(17)
	
	
	
	
	
	10
	
	
	(39)
	
	
	

	Long-lived asset impairment
	
	6,957
	
	
	—
	
	
	
	
	
	7,068
	
	
	136
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	32
	—
	15
	
	
	
	
	
	185
	—
	38
	
	
	

	Segment adjusted EBITDA
	$
	14,262
	
	$
	18,722
	(24)%
	
	$
	43,991
	$
	49,606
	(11%)
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* Not considered meaningful

Three and nine months ended September 30, 2022. Segment adjusted EBITDA decreased $4.5 million and $5.6 million, respectively, compared to the three and nine months ended September 30, 2021 primarily due to lower volume throughput on our systems, the expiration of a customer’s minimum volume commitment contract in the DJ Basin, as well as a $1.8 million benefit resulting from the settlement of a legal matter in the comparative prior year period.
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Permian.

Volume throughput for our Permian reportable segment follows.

	
	
	
	
	
	
	Permian
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	
	

	
	Three Months Ended September 30,
	
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	2021
	Change
	2022
	2021
	
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average daily throughput (MMcf/d)
	
	—
	24
	(100%)
	
	
	
	18
	
	
	28
	
	(36%)
	

	Average daily throughput (MMcf/d) (Double E)
	314
	
	—
	n/a
	
	
	
	272
	
	
	—
	n/a
	



On June 30, 2022, we completed the sale of our Lane G&P System. The volumes above include daily volume throughput data through the date of sale.

Subsequent to the date of sale, the Permian reportable segment only includes the results of our equity method investment in Double E.

Double E commenced operations during November 2021. Volume throughput for Double E for the three and nine months ended September 30, 2022 averaged 314 MMcf per day and 272 MMcf per day, respectively.

The following table presents the MVC quantities that Double E’s shippers have contracted to with firm transportation service agreements and related negotiated rate agreements.

	
	
	Weighted average MVC

	
	
	quantities for the year ended

	(Amounts in MMBTU/day)
	
	December 31,

	2022
	
	622,603

	2023
	839,247

	2024
	990,205

	2025
	1,000,000

	2026
	1,000,178

	2027
	1,000,000

	2028
	1,002,562

	2029
	1,000,000

	2030
	1,000,000

	2031
	832,877
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Financial data for our Permian reportable segment follows.

	
	
	
	
	
	
	
	
	Permian
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	Three Months Ended September 30,
	
	
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	Change
	
	
	
	2022
	
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	
	(In thousands)
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	—
	$
	1,879
	(100%)
	$
	3,669
	$
	6,340
	
	(42%)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Natural gas, NGLs and condensate sales
	
	—
	
	7,925
	(100)%
	
	
	
	17,381
	
	
	21,318
	
	(18)%
	

	Other revenues
	
	891
	
	
	1,045
	(15%)
	
	
	
	3,208
	
	
	2,854
	
	12%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total revenues
	
	891
	
	
	10,849
	(92)%
	
	
	
	24,258
	
	
	30,512
	
	(20)%
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of natural gas and NGLs
	
	194
	
	
	7,636
	(97)%
	
	
	
	18,007
	
	
	21,819
	
	(17)%
	

	Operation and maintenance
	
	—
	
	1,632
	(100%)
	
	
	
	3,083
	
	
	4,151
	
	(26%)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	General and administrative
	
	57
	
	
	159
	(64)%
	
	
	
	607
	
	
	543
	
	12%
	

	Depreciation and amortization
	
	3
	
	
	1,465
	(100)%
	
	
	
	2,736
	
	
	4,398
	
	(38)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gain on asset sales, net
	
	—
	
	—
	*
	
	
	
	(13)
	
	
	—
	*
	

	Long-lived asset impairment
	
	—
	
	—
	*
	
	
	
	84,516
	
	
	—
	*
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total costs and expenses
	
	254
	
	
	10,892
	(98)%
	
	
	
	108,936
	
	
	30,911
	
	252%
	

	Add:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	3
	
	
	1,465
	
	
	
	
	
	2,736
	
	
	4,398
	
	
	

	Adjustments related to capital
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	reimbursement activity
	
	—
	
	—
	
	
	
	
	
	(63)
	
	
	—
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gain on asset sales, net
	
	—
	
	—
	
	
	
	
	
	(13)
	
	
	—
	
	

	Long-lived asset impairment
	
	—
	
	—
	
	
	
	
	
	84,516
	
	
	—
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Proportional adjusted EBITDA for Double E
	
	4,242
	
	
	—
	
	
	
	
	
	11,350
	
	
	—
	
	

	Other
	
	—
	
	—
	
	
	
	
	
	—
	
	
	15
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment adjusted EBITDA
	$
	4,882
	
	$
	1,422
	243%
	$
	13,848
	$
	4,014
	
	245%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



*Not considered meaningful

Three and nine months ended September 30, 2022. Segment adjusted EBITDA increased $3.5 million and $9.8 million, respectively, compared to the three and nine months ended September 30, 2021, primarily due to an increase in proportional adjusted EBITDA from our equity method investment in Double E.
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Piceance.

Volume throughput for our Piceance reportable segment follows.

	
	
	
	
	
	
	
	Piceance
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	Three Months Ended September 30,
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	2021
	
	Change
	2022
	
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Aggregate average daily throughput (MMcf/d)
	305
	
	321
	
	(5%)
	310
	
	
	329
	
	(6%)
	



Volume throughput decreased 5% and 6%, respectively, compared to the three and nine months ended September 30, 2021, as a result of natural production declines, partially offset by 9 new well connections that came online in October 2021.

Financial data for our Piceance reportable segment follows.

	
	
	
	
	
	
	
	
	Piceance
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	Three Months Ended September 30,
	
	
	
	
	
	September 30,
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	Percentage

	
	
	2022
	
	
	2021
	
	Change
	
	
	
	2022
	
	
	2021
	
	Change

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	
	(In thousands)
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	20,406
	
	$
	24,104
	(15%)
	$
	60,458
	$
	74,415
	(19%)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Natural gas, NGLs and condensate
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	sales
	
	1,519
	
	
	1,166
	30%
	
	
	
	5,481
	
	
	4,044
	36%

	Other revenues
	
	1,581
	
	
	1,114
	42%
	
	
	
	4,132
	
	
	3,523
	17%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total revenues
	
	23,506
	
	
	26,384
	(11%)
	
	
	
	70,071
	
	
	81,982
	(15%)

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of natural gas and NGLs
	
	1,215
	
	
	923
	32%
	
	
	
	3,589
	
	
	2,739
	31%

	Operation and maintenance
	
	6,565
	
	
	5,671
	16%
	
	
	
	17,623
	
	
	15,980
	10%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	General and administrative
	
	315
	
	
	267
	18%
	
	
	
	969
	
	
	910
	6%

	Depreciation and amortization
	
	12,857
	
	
	13,585
	(5%)
	
	
	
	38,483
	
	
	35,216
	9%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gain on asset sales, net
	
	(11)
	
	
	(66)
	*
	
	
	
	(311)
	
	
	(119)
	*

	Long-lived asset impairment
	
	—
	
	248
	*
	
	
	
	—
	
	
	1,218
	*

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total costs and expenses
	
	20,941
	
	
	20,628
	2%
	
	
	
	60,353
	
	
	55,944
	8%

	Add:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	12,857
	
	
	13,585
	
	
	
	
	
	38,483
	
	
	35,216
	
	

	Adjustments related to capital
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	reimbursement activity
	
	(1,270)
	
	
	(721)
	
	
	
	
	
	(2,871)
	
	
	(2,552)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gain on asset sales, net
	
	(11)
	
	
	(66)
	
	
	
	
	
	(311)
	
	
	(119)
	
	

	Long-lived asset impairment
	
	—
	
	248
	
	
	
	
	
	—
	
	
	1,218
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	108
	
	
	106
	
	
	
	
	
	348
	
	
	465
	
	

	Segment adjusted EBITDA
	$
	14,249
	
	$
	18,908
	(25%)
	
	$
	45,367
	
	$
	60,266
	(25%)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



________

*Not considered meaningful

Three and nine months ended September 30, 2022. Segment adjusted EBITDA decreased $4.7 million and $14.9 million, respectively, compared to the three and nine months ended September 30, 2021, primarily reflecting a decrease in volume throughput as a result of natural production declines, the expiration of a customer’s minimum volume commitment contract in 2021, partially offset by new well activity.
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Barnett.

Volume throughput for our Barnett reportable segment follows.

	
	
	
	
	
	
	
	Barnett
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	Three Months Ended September 30,
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	2021
	
	Change
	2022
	
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average daily throughput (MMcf/d)
	204
	
	201
	
	1%
	200
	
	
	197
	
	2%
	



Volume throughput increased 1% and 2% compared to the three and nine months ended September 30, 2021, primarily as a result of 12 wells that came online subsequent to September 30, 2021, partially offset by natural production declines.

Financial data for our Barnett reportable segment follows.

	
	
	
	
	
	
	
	
	Barnett
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	

	
	
	Three Months Ended September 30,
	
	
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	
	Percentage
	
	
	
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	Change
	
	
	
	2022
	
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	
	(In thousands)
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gathering services and related fees
	$
	10,671
	
	$
	10,162
	5%
	$
	30,726
	
	$
	29,934
	3%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Natural gas, NGLs and condensate sales
	
	998
	
	
	185
	439%
	
	
	
	1,784
	
	
	251
	611%
	

	Other revenues (1)
	
	2,622
	
	
	1,577
	66%
	
	
	
	6,356
	
	
	3,649
	74%
	

	Total revenues
	
	14,291
	
	
	11,924
	20%
	
	
	
	38,866
	
	
	33,834
	15%
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operation and maintenance
	
	5,890
	
	
	1,971
	199%
	
	
	
	13,234
	
	
	6,287
	110%
	

	General and administrative
	
	440
	
	
	216
	104%
	
	
	
	954
	
	
	711
	34%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	3,792
	
	
	3,804
	
	—
	
	
	
	11,374
	
	
	11,400
	
	—
	

	Gain on asset sales, net
	
	(85)
	
	
	(90)
	*
	
	
	
	(85)
	
	
	(101)
	*
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-lived asset impairment
	
	60
	
	
	—
	*
	
	
	
	60
	
	
	289
	*
	

	Total costs and expenses
	
	10,097
	
	
	5,901
	
	71%
	
	
	
	25,537
	
	
	18,586
	37%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Add:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization
	
	4,027
	
	
	4,039
	
	
	
	
	
	12,078
	
	
	12,103
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adjustments related to capital
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	reimbursement activity
	
	(332)
	
	
	(335)
	
	
	
	
	
	(990)
	
	
	(997)
	
	
	

	Gain on asset sales, net
	
	(85)
	
	
	(90)
	
	
	
	
	
	(85)
	
	
	(101)
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-lived asset impairment
	
	60
	
	
	—
	
	
	
	
	
	60
	
	
	289
	
	
	

	Other
	
	—
	
	—
	
	
	
	
	
	5
	
	
	—
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment adjusted EBITDA
	$
	7,864
	
	$
	9,637
	(18)%
	$
	24,397
	
	$
	26,542
	(8)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



________

*Not considered meaningful

(1) Includes the amortization expense associated with our favorable gas gathering contracts as reported in Other revenues.

Three and nine months ended September 30, 2022. Segment adjusted EBITDA decreased $1.8 million and $2.1 million, respectively, compared to the three and nine months ended September 30, 2021, primarily as a result of higher general operating expenses that resulted from the nonrecurrence of commercial settlements that benefited the segment’s financial results in 2021, partially offset by a $2.4 million and $5.0 million increase in revenues for the three and nine months ended September 30, 2022, respectively.
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Corporate and Other Overview for the Three and Nine Months Ended September 30, 2022 and 2021

Corporate and Other represents those results that are not specifically attributable to a reportable segment or that have not been allocated to our reportable segments, including certain general and administrative expense items, natural gas and crude oil marketing services, transaction costs and interest expense.

	
	
	
	
	
	
	Corporate and Other
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	Three Months Ended September 30,
	
	
	
	September 30,
	
	
	
	

	
	
	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	2021
	
	Change
	
	2022
	
	2021
	
	Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	(In thousands)
	
	
	
	
	
	(In thousands)
	
	
	
	

	Revenues:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total revenues
	$
	323
	$
	—
	*
	
	$
	659
	$
	—
	*
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operation and maintenance
	$
	3
	$
	3,127
	
	*
	
	$
	1,196
	$
	3,286
	
	*
	

	General and administrative(1)
	
	6,951
	
	9,071
	
	(23)%
	
	
	27,047
	
	44,878
	
	(40)%
	

	Transaction costs
	
	1,517
	
	1,060
	
	*
	
	
	1,750
	
	1,277
	
	*
	

	Interest expense
	
	24,932
	
	15,530
	
	61%
	
	
	73,982
	
	44,985
	
	64%
	



________

* Not considered meaningful

(1) Inclusive of a $19.3 million incremental loss contingency accrual during the nine months ended September 30, 2021 related to the 2015 Blacktail Release (See Note 14 - Commitments and Contingencies for additional information).

General and Administrative. General and administrative expense decreased by $2.1 million, compared to the three months ended September 30, 2021, primarily related to $1.1 million of deal costs incurred during the three months ended September 30, 2021 that did not occur during 2022.

General and administrative expense decreased by $17.8 million, compared to the nine months ended September 30, 2021, primarily related to the nonrecurrence of a $19.3 million loss contingency recognized in 2021 (for the 2015 Blacktail Release), partially offset by $2.5 million of employee severance costs incurred during the nine months ended September 30, 2022.

Interest Expense. The increase in interest expense for the three and nine months ended September 30, 2022, compared to three and nine months ended September 30, 2021, was primarily due to higher interest costs resulting from the issuance of the 2026 Secured Notes and borrowings on the Permian Transmission Term Loan, partially offset by principal reduction payments to our credit facilities (ABL Facility and Revolving Credit Facility).

Liquidity and Capital Resources

We rely primarily on internally generated cash flows as well as external financing sources, including our ABL Facility, and the issuance of debt, equity and preferred equity securities, and proceeds from potential asset divestitures, including the Lane G&P System and Bison Midstream divestitures, to fund our capital expenditures. We believe that our ABL Facility and Permian Transmission Credit Facility, together with internally generated cash flows and access to debt or equity capital markets, will be adequate to finance our operations for the next twelve months without adversely impacting our liquidity.

We may enter into off-balance sheet arrangements and transactions that can give rise to material off-balance sheet obligations. As of September 30, 2022, our material off-balance sheet arrangements and transactions include (i) letters of credit outstanding against our ABL Facility aggregating to $5.9 million, and (ii) letters of credit outstanding against our Permian Transmission Credit Facility aggregating to $10.5 million. There are no other transactions, arrangements or other relationships with unconsolidated entities or other persons that are reasonably likely to materially affect our liquidity or availability of our capital resources.


37
[image: ]

Table of Contents



Indebtedness Compliance as of September 30, 2022. As of September 30, 2022, we were in compliance with all covenants contained in the Senior Notes, ABL Facility and the Permian Transmission Credit Facility. The ABL Facility requires that Summit Holdings not permit (i) the First Lien Net Leverage Ratio (as defined in the ABL Agreement) as of the last day of any fiscal quarter to be greater than 2.50:1.00, or (ii) the Interest Coverage Ratio (as defined in the ABL Agreement) as of the last day of any fiscal quarter to be less than 2.00:1.00. As of September 30, 2022, the First Lien Net Leverage Ratio and Interest Coverage Ratio was 0.38:1.00 and 2.57:1.00, respectively.

The 2022 DJ Acquisitions will be financed through a combination of borrowings under SMLP’s ABL Facility and a new, fully committed issuance of $85.0 million aggregate principal amount of Senior Secured Second Lien Notes due 2026 (the “Additional 2026 Secured Notes”), subject to the closing of the 2022 DJ Acquisitions. Pro forma for the transactions, SMLP expects to have approximately $325.0 million drawn on its $400.0 million ABL Facility at the end of 2022. See further discussion regarding the 2026 Secured Notes at Item 2 - Management’s Discussion and Analysis of Financial Condition and Results of Operation - Capital Requirements - Excess Cash Flow Offers.

Credit Agreements and Financing Activities

ABL Facility. As of September 30, 2022, we had a $400.0 million revolving ABL Facility with a maturity date of May 1, 2026. As of September 30, 2022, the outstanding balance of the ABL Facility was $85.0 million and the available borrowing capacity totaled $309.1 million after giving effect to the issuance thereunder of $5.9 million of outstanding but undrawn irrevocable standby letters of credit.

We may in the future use a combination of cash, secured or unsecured borrowings and issuances of our common units or other securities and the proceeds from asset sales to retire or refinance our outstanding debt or Series A Preferred Units through privately negotiated transactions, open market repurchases, redemptions, exchange offers, tender offers or otherwise, but we are under no obligation to do so.

Cash Flows

The components of the net change in cash and cash equivalents were as follows:

	
	
	
	Nine Months Ended September 30,
	

	
	
	
	
	
	
	
	

	
	
	
	2022
	
	
	2021
	

	
	
	
	(In thousands)
	
	

	Net cash provided by operating activities
	$
	96,805
	
	$
	127,731
	

	Net cash provided by (used in) investing activities
	
	87,438
	
	
	(105,889)
	

	Net cash used in financing activities
	
	(189,851)
	
	
	(31,125)
	

	Net change in cash, cash equivalents and restricted cash
	$
	(5,608)
	
	$
	(9,283)
	

	Operating activities.
	
	
	
	
	
	

	
	
	
	
	
	
	

	Cash flows provided by operating activities for the nine months ended September 30, 2022 primarily reflected:
	
	
	
	
	
	

	•
	a loss of $99.6 million plus positive adjustments of $192.4 million for non-cash operating items.
	
	
	
	
	
	

	•
	a $4.0 million increase in working capital accounts.
	
	
	
	
	
	



Cash flows provided by operating activities for the nine months ended September 30, 2021 primarily reflected:

· a loss of $3.7 million plus adjustments of $124.8 million for non-cash items; and

· a $6.6 million increase in working capital accounts.

Investing activities.

Cash flows provided by investing activities during the nine months ended September 30, 2022 primarily reflected:

· $75.5 million of cash proceeds from the disposition of the Lane G&P System, net of cash sold in the transaction;

· $36.7 million of cash proceeds from the disposition of Bison Midstream, net of cash sold in the transaction;

· $4.6 million of cash proceeds from the sale of compressors; offset by

· $21.0 million of cash outflows for capital expenditures; and

· $8.4 million of cash investments in the Double E Project.

Cash flows used in investing activities during the nine months ended September 30, 2021 primarily reflected:
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· $102.1 million for cash investments in the Double E Project;

· $11.8 million of cash outflows for capital expenditures; offset by

· $8.0 million of cash proceeds from the sale of compressors.

Financing activities.

Cash flows used in financing activities during the nine months ended September 30, 2022 primarily reflected:

· $205.0 million of cash outflow for repayments on the ABL Facility,

· $3.4 million of cash outflow for repayments on the Permian Transmission Term Loan, partially offset by

· $23.0 million from borrowings on ABL Facility.

Cash flows used in financing activities during the nine months ended September 30, 2021 primarily reflected:

· $132.0 million of cash outflow for repayments on the Revolving Credit Facility;

· $5.2 million of cash payments related to debt issuance costs; offset by

· $107.0 million from borrowings under the Permian Transmission Credit Facility.

Capital Requirements

Overall.

Our business is capital intensive, requiring significant investment for the maintenance of existing gathering systems and the acquisition or construction and development of new gathering systems and other midstream assets and facilities. Our Partnership agreement requires that we categorize our capital expenditures as either:

· maintenance capital expenditures, which are cash expenditures (including expenditures for the addition or improvement to, or the replacement of, our capital assets or for the acquisition of existing, or the construction or development of, new capital assets) made to maintain our long-term operating income or operating capacity; or

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

For the nine months ended September 30, 2022, cash paid for capital expenditures totaled $21.0 million which included $7.2 million of maintenance capital expenditures. For the nine months ended September 30, 2022, there were no contributions to Ohio Gathering and we contributed $8.4 million to Double E.

We rely primarily on internally generated cash flows as well as external financing sources, including commercial bank borrowings and the issuance of debt, equity and preferred equity securities, and proceeds from potential asset divestitures to fund our capital expenditures. We believe that our internally generated cash flows, our ABL Facility and the Permian Transmission Credit Facility, and access to debt or equity capital markets, will be adequate to finance our operations for the next twelve months without adversely impacting our liquidity.

There are a number of risks and uncertainties that could cause our current expectations to change, including, but not limited to, (i) the ability to reach agreements with third parties; (ii) prevailing conditions and outlook in the natural gas, crude oil and NGLs and markets, and (iii) our ability to obtain financing from commercial banks, the capital markets, or other financing sources.

Excess Cash Flow Offers to Purchase.

Starting in the first quarter of 2023 with respect to the fiscal year ended 2022, and continuing annually through fiscal year 2025, the Partnership is required under the terms of the 2026 Secured Notes Indenture to, if it has Excess Cash Flow (as defined in the 2026 Secured Notes Indenture), and subject to its ability to make such an offer under the ABL Facility, offer to purchase an amount of the 2026 Secured Notes, at 100% of the principal amount plus accrued and unpaid interest, equal to 100% of the Excess Cash Flow generated in the prior year.

Generally, if the Partnership does not offer to purchase designated annual amounts of its 2026 Secured Notes or reduce its first lien capacity under the 2026 Secured Notes Indenture per annum from 2023 through 2025, the interest rate on the 2026 Secured Notes are subject to certain rate escalations. Per the terms of the 2026 Secured Notes Indenture, the designated amounts are; (i) $50.0 million in aggregate by April 1, 2023, otherwise the interest rate shall automatically increase by 50 basis points per annum; (ii) $100.0 million in aggregate by April 1, 2024, otherwise the interest rate shall automatically increase by 100 basis points per annum (minus any amount previously increased); and (iii) $200.0 million in aggregate by April 1, 2025, otherwise the interest rate shall automatically increase by 200 basis points per annum (minus any amount previously increased).
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To the extent the Partnership makes an offer to purchase, and the offer is not fully accepted by the holders of the 2026 Secured Notes, the Partnership may use any remaining amount not accepted for any purpose not prohibited by the 2026 Secured Notes Indenture or the ABL Facility.

Credit and Counterparty Concentration Risks

We examine the creditworthiness of counterparties to whom we extend credit and manage our exposure to credit risk through credit analysis, credit approval, credit limits and monitoring procedures, and for certain transactions, we may request letters of credit, prepayments or guarantees.

Certain of our customers may be temporarily unable to meet their current obligations. While this may cause disruption to cash flows, we believe that we are properly positioned to deal with the potential disruption because the vast majority of our gathering assets are strategically positioned at the beginning of the midstream value chain. The majority of our infrastructure is connected directly to our customers’ wellheads and pad sites, which means our gathering systems are typically the first third-party infrastructure through which our customers’ commodities flow and, in many cases, the only way for our customers to get their production to market.

We have exposure due to nonperformance under our MVC contracts whereby a potential customer, may not have the wherewithal to make its MVC shortfall payments when they become due. We typically receive payment for all prior-year MVC shortfall billings in the quarter immediately following billing. Therefore, our exposure to risk of nonperformance is limited to and accumulates during the current year-to-date contracted measurement period.

Off-Balance Sheet Arrangements

During the three and nine months ended September 30, 2022, there were no material changes to the off-balance sheet obligations disclosed in our 2021 Annual Report other than the following. On June 30, 2022, in connection with the disposition of the Lane G&P System, a subsidiary of Matador Resources assumed our commitment related to the take-or-pay firm capacity on the Double E Pipeline. The assumption of the take-or-pay contract relieved the Partnership of $29.2 million of remaining firm transportation obligations to Double E.

Summarized Financial Information

The supplemental summarized financial information below reflects SMLP's separate accounts, the combined accounts of Summit Holdings and Finance Corp. (together, the “Co-Issuers”) and its guarantor subsidiaries (the “Guarantor Subsidiaries” and together with the Co-Issuers, the “Obligor Group”) for the dates and periods indicated. The financial information of the Obligor Group is presented on a combined basis and intercompany balances and transactions between the Co-Issuers and Guarantor Subsidiaries have been eliminated. There were no reportable transactions between the Co-Issuers and Obligor Group and the subsidiaries that were not issuers or guarantors of the Senior Notes.

Payments to holders of the Senior Notes are affected by the composition of and relationships among the Co-Issuers, the Guarantor Subsidiaries and Permian Holdco and Summit Permian Transmission, both of which are unrestricted subsidiaries of SMLP and are not issuers or guarantors of the Senior Notes. The assets of our unrestricted subsidiaries are not available to satisfy the demands of the holders of the Senior Notes. In addition, our unrestricted subsidiaries are subject to certain contractual restrictions related to the payment of dividends, and other rights in favor of their non-affiliated stakeholders, that limit their ability to satisfy the demands of the holders of the Senior Notes.

A list of each of SMLP’s subsidiaries that is a guarantor, issuer or co-issuer of our registered securities subject to the reporting requirements in Release 33-10762 is filed as Exhibit 22.1 to this report.

On September 19, 2022, the Partnership completed the disposition of the Bison Midstream for a cash sales price of $40.0 million. On June 30, 2022, the Partnership completed the disposition of all the equity interests in Summit Permian and Summit Permian Finance for a cash sale price of $75.0 million. In connection with the dispositions, the status of Bison Midstream, Summit Permian and Summit Permian Finance as guarantor subsidiaries, was modified prior to each respective disposition. The summarized financial information below presents the activities and balances of Bison Midstream, Summit Permian and Summit Permian Finance as guarantor subsidiaries for all summarized income statement periods and balance sheet dates presented in which they were owned by the Partnership. Bison Midstream, Summit Permian and Summit Permian Finance were not included in the Partnership’s balance sheet as of September 30, 2022 and their assets and liabilities are not included in the September 30, 2022 summarized balance sheet below.
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Summarized Balance Sheet Information. Summarized balance sheet information as of September 30, 2022 and December 31, 2021 follows.

	
	
	September 30, 2022

	
	
	
	
	

	
	
	SMLP
	
	Obligor Group

	
	
	

	
	
	(In thousands)

	
	
	
	
	

	Assets
	
	
	
	

	Current assets
	$
	5,415
	$
	64,076

	
	
	
	
	

	Noncurrent assets
	
	5,977
	
	1,857,630

	
	
	
	
	

	Liabilities
	
	
	
	

	Current liabilities
	$
	11,860
	$
	65,395

	
	
	
	
	

	Noncurrent liabilities
	
	2,399
	
	1,089,692

	
	
	December 31, 2021

	
	
	
	
	

	
	
	SMLP
	
	Obligor Group

	
	
	(In thousands)

	Assets
	
	
	
	

	Current assets
	$
	2,495
	$
	70,483

	Noncurrent assets
	
	4,776
	
	2,149,300

	
	
	
	
	

	Liabilities
	
	
	
	

	Current liabilities
	$
	12,463
	$
	58,658

	Noncurrent liabilities
	
	1,771
	
	1,274,803



Summarized Statements of Operations Information. For the purposes of the following summarized statements of operations, we allocate a portion of general and administrative expenses recognized at the SMLP parent to the Obligor Group to reflect what those entities' results would have been had they operated on a stand-alone basis. Summarized statements of operations for the nine months ended September 30, 2022 and for the year ended December 31, 2021 follow.

Nine Months Ended

September 30, 2022

	
	
	
	SMLP
	
	Obligor Group

	
	
	
	(In thousands)

	Total revenues
	
	$
	—
	$
	283,871

	Total costs and expenses
	
	
	2,867
	
	336,210

	Loss before income taxes and income from equity method investees
	
	
	(2,867)
	
	(121,384)

	Income from equity method investees
	
	
	—
	
	10,277

	Net loss
	$
	(3,171)
	$
	(111,107)

	
	
	
	Year Ended December 31, 2021

	
	
	
	
	
	

	
	
	
	SMLP
	
	Obligor Group

	
	
	
	

	
	
	
	(In thousands)

	
	
	
	
	

	Total revenues
	$
	—
	$
	400,619

	Total costs and expenses
	
	
	23,989
	
	317,975

	
	
	
	
	
	

	Income (loss) before income taxes and loss from equity method investees
	
	
	(37,618)
	
	13,931

	Income from equity method investees
	
	
	—
	
	9,116

	
	
	
	
	

	Net income (loss)
	$
	(37,291)
	$
	23,047
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Critical Accounting Estimates

We prepare our financial statements in accordance with GAAP. These principles are established by the FASB. We employ methods, estimates and assumptions based on currently available information when recording transactions resulting from business operations. There have been no significant changes to our critical accounting estimates from those disclosed on Form 10-K for the fiscal year ended December 31, 2021.

Forward-Looking Statements

Investors are cautioned that certain statements contained in this report as well as in periodic press releases and certain oral statements made by our officers and employees during our presentations are “forward-looking” statements. Forward-looking statements include, without limitation, any statement that may project, indicate or imply future results, events, performance or achievements and may contain the words “expect,” “intend,” “plan,” “anticipate,” “estimate,” “believe,” “will be,” “will continue,” “will likely result,” and similar expressions, or future conditional verbs such as “may,” “will,” “should,” “would,” and “could.” In addition, any statement concerning future financial performance (including future revenues, earnings or growth rates), ongoing business strategies or prospects, and possible actions taken by us or our subsidiaries are also forward-looking statements. These forward-looking statements involve various risks and uncertainties, including, but not limited to, those described in Part II. Item 1A. Risk Factors included in this report.

Forward-looking statements are based on current expectations and projections about future events and are inherently subject to a variety of risks and uncertainties, many of which are beyond the control of our management team. All forward-looking statements in this report and subsequent written and oral forward-looking statements attributable to us, or to persons acting on our behalf, are expressly qualified in their entirety by the cautionary statements in this paragraph. These risks and uncertainties include, among others:

· our decision whether to pay, or our ability to grow, our cash distributions;

· fluctuations in natural gas, NGLs and crude oil prices, including as a result of political or economic measures taken by various countries or OPEC or as a result of the Russia-Ukraine conflict;

· the extent and success of our customers' drilling and completion efforts, as well as the quantity of natural gas, crude oil and produced water volumes produced within proximity of our assets;
· the expected timing and benefits of the pending acquisitions discussed herein (including the 2022 DJ Acquisitions);

· the current and potential future impact of the COVID-19 pandemic on our business, results of operations, financial position or cash flows;

· failure or delays by our customers in achieving expected production in their natural gas, crude oil and produced water projects;

· competitive conditions in our industry and their impact on our ability to connect hydrocarbon supplies to our gathering and processing assets or systems;

· actions or inactions taken or nonperformance by third parties, including suppliers, contractors, operators, processors, transporters and customers, including the inability or failure of our shipper customers to meet their financial obligations under our gathering agreements and our ability to enforce the terms and conditions of certain of our gathering agreements in the event of a bankruptcy of one or more of our customers;

· our ability to divest of certain of our assets to third parties on attractive terms, which is subject to a number of factors, including prevailing conditions and outlook in the natural gas, NGL and crude oil industries and markets;

· the ability to attract and retain key management personnel;

· commercial bank and capital market conditions and the potential impact of changes or disruptions in the credit and/or capital markets;

· changes in the availability and cost of capital and the results of our financing efforts, including availability of funds in the credit and/or capital markets;

· our ability to refinance near-term maturities on favorable terms or at all;

· restrictions placed on us by the agreements governing our debt and preferred equity instruments;

· the availability, terms and cost of downstream transportation and processing services;

· natural disasters, accidents, weather-related delays, casualty losses and other matters beyond our control;
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· operational risks and hazards inherent in the gathering, compression, treating and/or processing of natural gas, crude oil and produced water;

· our ability to comply with the terms of the agreements comprising the Global Settlement;

· weather conditions and terrain in certain areas in which we operate;

· any other issues that can result in deficiencies in the design, installation or operation of our gathering, compression, treating and processing facilities;

· timely receipt of necessary government approvals and permits, our ability to control the costs of construction, including costs of materials, labor and rights-of-way and other factors that may impact our ability to complete projects within budget and on schedule;

· our ability to finance our obligations related to capital expenditures, including through opportunistic asset divestitures or joint ventures and the impact any such divestitures or joint ventures could have on our results;

· the effects of existing and future laws and governmental regulations, including environmental, safety and climate change requirements and federal, state and local restrictions or requirements applicable to oil and/or gas drilling, production or transportation;

· changes in tax status;

· the effects of litigation;

· interest rates;

· changes in general economic conditions; and

· certain factors discussed elsewhere in this report.

Developments in any of these areas could cause actual results to differ materially from those anticipated or projected or cause a significant reduction in the market price of our common units, preferred units and senior notes.

The foregoing list of risks and uncertainties may not contain all of the risks and uncertainties that could affect us. In addition, in light of these risks and uncertainties, the matters referred to in the forward-looking statements contained in this document may not in fact occur. Accordingly, undue reliance should not be placed on these statements. We undertake no obligation to publicly update or revise any forward-looking statements as a result of new information, future events or otherwise, except as otherwise required by law.

Information About Us

Investors should note that we make available, free of charge on our website at www.summitmidstream.com, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those reports as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. We also post announcements, updates, events, investor information and presentations on our website in addition to copies of all recent news releases. We may use the Investors section of our website to communicate with investors. It is possible that the financial and other information posted there could be deemed to be material information. Documents and information on our website are not incorporated by reference herein.

The SEC maintains a website at www.sec.gov that contains reports, proxy and information statements, and other information regarding issuers, including us, that file electronically with the SEC.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Interest Rate Risk

Our interest rate risk exposure, which is largely related to our indebtedness, has not changed materially since December 31, 2021. As of September 30, 2022, we had approximately $959.5 million principal of fixed-rate debt, $85.0 million outstanding under our variable rate ABL Facility and $156.6 million outstanding under the variable rate Permian Transmission Term Loan (see Note 8 - Debt). As of September 30, 2022, we had $140.9 million of interest rate exposure hedged to offset the impact of changes in interest rates on our Permian Transmission Term Loan. While existing fixed-rate debt mitigates the downside impact of fluctuations in interest rates, future issuances of long-term debt could be impacted by increases in interest rates, which could result in higher overall interest costs. In addition, the borrowings under our ABL Facility, which have a variable interest rate, also expose us to the risk of increasing interest rates. For additional information, see the "Interest Rate Risk" section included in Item 7A. Quantitative and Qualitative Disclosures About Market Risk of the 2021 Annual Report and updates to our risk factors included herein.

Commodity Price Risk

We generate a majority of our revenues pursuant to primarily long-term and fee-based gathering agreements, many of which include MVCs and areas of mutual interest. Our direct commodity price exposure relates to (i) the sale of physical natural gas and/or NGLs purchased under percentage-of-proceeds and other processing arrangements with certain of our customers in the Rockies, and Piceance segments, (ii) the sale of natural gas we retain from certain Barnett segment customers and (iii) the sale of condensate we retain from certain gathering services in the Piceance segment. Our gathering agreements with certain Barnett customers permit us to retain a certain quantity of natural gas that we sell to offset the power costs we incur to operate our electric-drive compression assets. We manage our direct exposure to natural gas and power prices through the use of forward power purchase contracts with wholesale power providers that require us to purchase a fixed quantity of power at a fixed heat rate based on prevailing natural gas prices on the Henry Hub Index. We sell retainage natural gas at prices that are based on the Atmos Zone 3 Index. By basing the power prices on a system and basin-relevant market, we are able to closely associate the relationship between the compression electricity expense and natural gas retainage sales. We do not enter into risk management contracts for speculative purposes. Our current commodity price risk exposure has not changed materially since December 31, 2021. For additional information, see the "Commodity Price Risk" section included in Item 7A. Quantitative and Qualitative Disclosures About Market Risk of the 2021 Annual Report.

Item 4. Controls and Procedures.

Under the direction of our General Partner's Chief Executive Officer and Chief Financial Officer, we evaluated our disclosure controls and procedures and internal control over financial reporting and concluded that (i) our disclosure controls and procedures were effective as of September 30, 2022 and (ii) no change in internal control over financial reporting occurred during the quarter ended September 30, 2022, that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

Although we may, from time to time, be involved in litigation and claims arising out of our operations in the ordinary course of business, we are not currently a party to any significant legal or governmental proceedings, except as described below. In addition, we are not aware of any significant legal or governmental proceedings contemplated to be brought against us, under the various environmental protection statutes to which we are subject.

Moore Control Systems

Moore Control Systems, Inc. (“MCSI”) initiated an arbitration in December 2020 related to the construction of Summit’s Lane Gas Processing Plant in Eddy County, New Mexico (the “Lane Plant”). MCSI was the EPC contractor on the Lane Plant under a lump sum contract. During the course of construction, the parties executed change orders that increased the lump sum price. Summit paid the adjusted lump sum amount in full upon the plant’s completion in June 2019.

A merits hearing is currently scheduled for March 6, 2023 in Houston, Texas. MCSI seeks alleged damages totaling approximately $12.0 million on various theories, including breach of contract, quantum meruit and fraud, plus interest, fees and costs. Summit denies all liability and seeks to recover all costs and fees associated with defending the arbitration. We do not currently believe that the eventual outcome of this matter could have a material adverse effect on our business, financial condition, results of operations or cash flows. In conjunction with the disposition of Lane Gathering and Processing system on June 30, 2022, Summit Holdings provided the buyer with an indemnity for and hold harmless from these claims.

Fiberspar Corporation

On May 3, 2022, Fiberspar Corporation filed a petition in state court alleging $5.0 million or more owed but not paid for orders of pipeline product from Fiberspar. The petition asserts causes of action for breach of contract and suit on sworn account. A civil action on the same claims had been filed by Fiberspar in 2016 but was dismissed without prejudice pursuant to a standstill and tolling agreement that expired in 2021. We filed an answer on September 6, 2022 denying Fiberspar’s claims and asserting counter claims. The case is pending in the District Court of Harris County, Texas. We are unable to predict the final outcome of this matter.

Global Settlement

On August 4, 2022, the U.S. District Court denied two claims brought by landowners for restitution relating to the Global Settlement in conjunction with the criminal proceedings under the Plea Agreement. See Note 14 - Commitments and Contingencies for additional information.

Item 1A. Risk Factors.

The risk factors contained in the Item 1A. Risk Factors of the 2021 Annual Report are incorporated herein by reference except to the extent they address risks arising from or relating to the failure of events described therein to occur, which events have since occurred.

Item 5. Other Information.

None.

Item 6. Exhibits.
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	Exhibit number
	
	
	
	Description
	

	3.1
	
	
	
	
	Fourth Amended and Restated Agreement of Limited Partnership of Summit Midstream Partners, LP, dated May 28, 2020
	

	
	
	
	
	
	
	
	
	
	(Incorporated herein by reference to Exhibit 3.1 to SMLP’s Current Report on Form 8-K dated June 2, 2020 (Commission
	File
	

	
	
	
	
	
	
	
	
	
	No. 001-35666))
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	3.2
	
	
	
	
	Second Amended and Restated Limited Liability Company Agreement of Summit Midstream GP, LLC, dated May 28, 2020
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	(Incorporated herein by reference to Exhibit 3.2 to SMLP's Current Report on Form 8-K filed June 2, 2020 (Commission File
	

	
	
	
	
	
	
	
	
	
	No. 001-35666))
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.3
	
	
	
	
	Certificate of Limited Partnership of Summit Midstream Partners, LP (Incorporated herein by reference to Exhibit 3.1 to
	

	
	
	
	
	
	
	
	
	
	SMLP's Form S-1 Registration Statement dated August 21, 2012 (Commission File No. 333-183466))
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.4
	
	
	
	
	Certificate of Formation of Summit Midstream GP, LLC (Incorporated herein by reference to Exhibit 3.4 to SMLP's Form S-1
	

	
	
	
	
	
	
	
	
	
	
	Registration Statement dated August 21, 2012 (Commission File No. 333-183466))
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10.1
	
	+ Purchase and Sale Agreement between Summit Midstream Holdings, LLC and Steel Reef US Corp. dated September 19, 2022
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	22.1
	
	+ Summit Midstream Partners, LP Subsidiary Issuers and Guarantors of Registered Securities (Incorporated herein by reference to
	

	
	
	
	
	
	
	
	
	
	
	Exhibit 22.1 to SMLP's Report on Form 10-Q filed May 8, 2020 (Commission File No. 001-35666))
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	31.1
	
	+ Rule 13a-14(a)/15d-14(a) Certification, executed by Heath Deneke, President, Chief Executive Officer and Director
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	31.2
	
	+ Rule 13a-14(a)/15d-14(a) Certification, executed by William J. Mault, Executive Vice President and Chief Financial Officer
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	32.1
	
	+ Certifications required by Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 of Chapter 63 of Title 18 of the United States
	

	
	
	
	
	
	
	
	
	
	
	Code (18 U.S.C. 1350), executed by Heath Deneke, President, Chief Executive Officer and Director, and William J. Mault,
	
	

	
	
	
	
	
	
	
	
	
	Executive Vice President and Chief Financial Officer
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	101.INS
	* Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because its XBRL tags
	

	
	
	
	
	
	
	
	
	
	are embedded within the Inline XBRL document
	

	101.SCH
	* Inline XBRL Taxonomy Extension Schema
	

	101.CAL
	* Inline XBRL Taxonomy Extension Calculation Linkbase
	

	101.DEF
	* Inline XBRL Taxonomy Extension Definition Linkbase
	

	101.LAB
	* Inline XBRL Taxonomy Extension Label Linkbase
	

	101.PRE
	* Inline XBRL Taxonomy Extension Presentation Linkbase
	


104 * Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

· Filed herewith.

· Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise are not subject to liability under those sections. The financial information contained in the XBRL (eXtensible Business Reporting Language)-related documents is unaudited and unreviewed.
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SIGNATURES

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

Summit Midstream Partners, LP
[image: ]

(Registrant)

By: Summit Midstream GP, LLC (its General Partner)

November 4, 2022	/s/ WILLIAM J. MAULT
[image: ]

William J. Mault, Executive Vice President and Chief Financial Officer (Principal Financial Officer)
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PURCHASE AND SALE AGREEMENT

between

SUMMIT MIDSTREAM HOLDINGS, LLC

as Seller, and

STEEL REEF US CORP.

as Buyer

dated as of September 19, 2022
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PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT, dated as of September 19, 2022 (this “Agreement”), is made and entered into by and between Summit Midstream Holdings, LLC, a Delaware limited liability company (“Seller”), and Steel Reef US Corp., a Delaware corporation (“Buyer”).

RECITALS

WHEREAS, Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, 100% of the issued and outstanding Equity Interests (the “Interests”) of Bison Midstream, LLC, a Delaware limited liability company (the “Company”), on the terms and subject to the conditions set forth herein.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual representations, warranties, covenants and agreements in this Agreement, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound hereby, the Parties hereby agree as follows:

ARTICLE I DEFINITIONS AND CONSTRUCTION

1.1	Definitions. As used in this Agreement, the following capitalized terms have the meanings set forth below:

“1933 Act” means the United States Securities Act of 1933, as amended. “Accounts Receivable” has the

meaning given to it in Section 3.29(a).

“Actual Fraud” means any actual fraud by a Party with respect to any representation or warranty by the Party in Article

BI and Article IV (i) which is made or concealed with the actual knowledge and intent that the representation and warranty made was actually breached when made, (ii) which is made or concealed with the actual knowledge and intent of inducing another Party to enter into this Agreement, (iii) upon which such other Party relied on to its detriment (and does not include any fraud claim based on constructive knowledge, negligent misrepresentation, recklessness or a similar theory).

“Affiliate” means, with respect to any Person, a Person directly or indirectly controlling, controlled by or under common control with such Person. The Company shall be considered an Affiliate of Seller prior to and at Closing and an Affiliate of Buyer after Closing. In this context “control” means the possession, directly or indirectly, through one or more intermediaries, by any Person or group (within the meaning of Section 13(d)(3) under the United States Securities Exchange Act of 1934, as amended) of one or both of the following:

(a) (i) in the case of a corporation, more than 50% of the direct or indirect economic interest in the outstanding equity securities thereof; (ii) in the case of a limited
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liability company, partnership, limited partnership or venture, the right to more than 50% of the distributions therefrom (including liquidating distributions); (iii) in the case of a trust or estate, including a business trust, more than 50% of the beneficial interest therein; and

(iv) in the case of any other entity, more than 50% of the economic or beneficial interest therein; or

(a) in the case of any entity, the power or authority, through ownership of voting securities, by contract or otherwise, to control or direct the management and policies of the entity.

“Affiliate Contract” means any Contract between (a) the Company, on the one hand, and
(b) (i) Seller or any of its Affiliates (other than the Company) or (ii) any director, manager or officer of Seller or any of its Affiliates, on the other hand.

“Agreement” has the meaning given to it in the Preamble. “Allocation Schedule” has the meaning given to it in Section 6.1(f).

“Assets” means all assets and properties of every kind, nature, character and description (whether real, personal or mixed, whether tangible or intangible and wherever situated), including the goodwill related thereto, in each case, operated, owned or leased by the Company, and includes all such properties owned by the Company or used in connection with the Business.

“Assignment Agreement” has the meaning given to it in Section 2.4(a).

“Base Purchase Price” has the meaning given to it in Section 2.2(a).

“Bison Midstream System” means that certain natural gas gathering pipeline system and related compression, dehydration and processing equipment located in the Bakken and Three Forks shale formations of the Williston Basin in Mountrail and Burke Counties, North Dakota, all as more specifically depicted in Exhibit A, and all interconnects with upstream producers and downstream providers.

“Books and Records” means books, records, documents, instruments, accounts, correspondence, writings, evidences of title and other papers and electronic files of the Company or otherwise primarily relating to the Business in the possession of Seller or any Affiliate of Seller.

“Business” means the development, ownership and operation by Seller and the Company of the Bison Midstream System and other Assets, and other activities that are incidental thereto, and all other activities and operations of the Company as of the date hereof.

“Business Day” means a day other than Saturday, Sunday or any day on which banks located in the State of Texas are authorized or obligated to close.

“Business Employees” has the meaning given to it in Section 3.15(a).

“Buyer” has the meaning given to it in the Preamble.
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“Buyer Fundamental Representations” means those representations and warranties set forth in Section 5.1 (Organization, Good Standing) Section 5.2 (Authority), Section 5.3(a) (No Conflicts; Consents and Approvals) and Section 5.7 (Broker’s Commissions).

“Buyer Indemnified Parties” has the meaning given to it in Section 7.2(a).

“Capital Project Adjustment” has the meaning given to it in Schedule 1.1-CPA.

“Cash” means money, currency or a credit balance in a deposit account at a financial institution, net of checks outstanding as of the time of determination.

“Charter Documents” means with respect to any Person that is not a natural person, the articles of incorporation or organization, memorandum of association, articles of association and by-laws, the limited partnership agreement, the partnership agreement or the limited liability company agreement and/or such other organizational documents of such Person which establish the legal personality of such Person.

“Claim” means any demand, claim, action, investigation, review or Proceeding. “Closing” has the meaning

given to it in Section 2.3.

“Closing Date” means the date hereof.

“Closing Net Working Capital” means Net Working Capital as of immediately prior to the Closing Time, without giving effect to the transactions contemplated hereby.

“Closing Purchase Price” means the Purchase Price determined at the Closing pursuant to Section 2.2.

“Closing Time” means 12:01 a.m. Central Prevailing Time on the Closing Date. “Code” means the United States Internal Revenue Code of 1986, as amended. “Company” has the meaning given to it in the Recitals.

“Confidential Information” means (other than any Non-Confidential Information): (a) with respect to the obligations of Buyer, any and all confidential, proprietary or otherwise non- public information that (i) has been disclosed to Buyer on or prior to the Closing by Seller or any of its representatives and (ii) pertains to Seller or any Affiliate (excluding the Company) or representative of any Seller (excluding the Company); and (b) with respect to the obligations of Seller, any and all confidential, proprietary or otherwise non-public information that (i) (x) became known by or was in the possession of Seller, any of their Affiliates or any of its representatives on or prior to Closing and (y) relates to the Company or (ii) (x) has been disclosed to Seller on or prior to the Closing by Buyer or any of its representatives and (y) pertains to Buyer or any Affiliate or representative of Buyer.

“Confidentiality Agreement” means that certain Confidentiality Agreement between Buyer and Summit Parent, dated as of December 7, 2020, as amended.
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“Contract” means any legally binding contract, lease, license, evidence of Indebtedness, mortgage, indenture, purchase order, binding bid, letter of credit, security agreement or arrangement, in each case, whether written or oral.

“Corporate Encumbrances” means (a) any transfer restrictions imposed by federal and state securities Laws or (b) any transfer restrictions contained in the Charter Documents of the Company existing as of the Closing Date.

“D&O Claim” has the meaning given to it in Section 6.6.

“D&O Indemnified Persons” has the meaning given to it in Section 6.6.

“Data Security Requirements” means the following, to the extent applicable to the Company, solely to the extent relating to any privileged or proprietary information that, if compromised through any theft, interruption, modification, corruption, loss, misuse or unauthorized access or disclosure, would cause serious harm to the organization owning it, or any matters relating to data privacy, protection or security or the access, collection, use, processing, storage, sharing, distribution, transfer, disclosure, destruction or disposal of any such information:
(i) all Privacy and Security Laws and other applicable Laws; (ii) the Company’s respective rules, policies and procedures; and
(iii) Contracts to which the Company is bound.

“Data Site” means the online virtual data room entitled “Project Alamo” established by Seller in connection with the transactions contemplated hereby and hosted by Donnelley Financial Solutions.

“Dispute” has the meaning given to it in Section 7.7.

“Dispute Notice” has the meaning given to it in Section 2.6(b).

“Due Diligence Information” has the meaning given to it in Section 5.6(b).

“Environmental Laws” means any and all federal, state and local Laws pertaining to pollution, protection of the environment or natural resources, or the Release of, or exposure to, Hazardous Materials, as in effect on the date hereof, including the Clean Air Act, the Federal Water Pollution Control Act, the Oil Pollution Act of 1990, the Rivers and Harbors Act of 1899, the Safe Drinking Water Act, the Comprehensive Environmental Response, Compensation and Liability Act, the Superfund Amendments and Reauthorization Act of 1986, the Resource Conservation and Recovery Act, the Hazardous and Solid Waste Amendments Act of 1984, the Toxic Substances Control Act, and comparable state and local counterparts.

“Environmental Permits” means any Permit issued pursuant to Environmental Laws. “Equity Interests” means capital

stock, partnership or membership interests or units

(whether general or limited), and any other interest or participation that confers on a Person the right to receive a share of the profits and losses of, or distribution of assets of, the issuing entity.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.
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“Estimated Net Working Capital” means Seller’s good faith estimate of the Closing Net Working Capital.

“FERC” means the Federal Energy Regulatory Commission.

“Final Purchase Price” means the final adjusted Purchase Price determined as of the Final Purchase Price Determination Date pursuant to Section 2.6(b).

“Final Purchase Price Determination Date” has the meaning given to it in Section 2.6(b).

“Financial Statements” has the meaning given to it in Section 3.4.

“Fundamental Representations” means the Buyer Fundamental Representations and the Seller Fundamental Representations, collectively.

“GAAP” means generally accepted accounting principles in the United States, applied on a consistent basis.

“Governmental Authority” means any applicable federal, state or local governmental authority, agency, board, commission, court or official in the United States or political subdivision thereof, or any agency or instrumentality of such government or political subdivision, or any self- regulated organization or other non-governmental regulatory authority or quasi-governmental authority (to the extent that the rules, regulations or orders of such organization or authority have the force of Law), or any arbitrator, court or tribunal of competent jurisdiction.

“Hazardous Materials” means each substance designated or classified as a hazardous waste, hazardous substance, hazardous material, pollutant, contaminant or toxic substance under any Environmental Laws.

“Hire Date” has the meaning given to it in Section 6.8(a).

“Hired Employee” has the meaning given to it in Section 6.8(a).

“Indebtedness” means, with respect to any Person, at any date, without duplication, (a) all obligations of such Person for borrowed money, including all principal, interest, premiums, fees, expenses, overdrafts and, to the extent required to be carried on a balance sheet prepared in accordance with GAAP, penalties with respect thereto, whether short-term or long-term, and whether secured or unsecured, or with respect to deposits or advances of any kind (other than deposits and advances of any Person relating to the purchase of products or services from the Company in the ordinary course of business), (b) all obligations of such Person evidenced by bonds, debentures, notes or other similar instruments or debt securities, (c) all obligations of such Person to reimburse any bank or other Person in respect of amounts paid under a letter of credit or bankers’ acceptances or similar instruments to the extent drawn, (d) all obligations of such Person under conditional sale or other title retention agreements relating to property or assets purchased by such Person, (e) all guarantees, whether direct or indirect, by such Person of Indebtedness of others, (f) obligations of such Person under a lease and other similar arrangements conveying the right to use that are required to be classified under GAAP as a liability (including pursuant to Accounting Standards Update, Leases (Topic 842)) and (g) all indebtedness secured by any Lien;
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provided that Indebtedness shall not include Taxes or accounts payable to trade creditors and accrued expenses arising in the ordinary course of business that are reflected on the Financial Statements and included in the calculation of Closing Net Working Capital and shall not include the endorsement of negotiable instruments for collection in the ordinary course of business; provided, further than Indebtedness shall not include any Permitted Indebtedness.

“Independent Accountant” has the meaning given to it in Section 2.6(b).

“Indemnification Claim” has the meaning given to it in Section 7.5(a).

“Indemnified Parties” means (a) with respect to the Losses described in Section 7.2(a), the Buyer Indemnified Parties, and (b) with respect to the Losses described in Section 7.2(b), the Seller Indemnified Parties.

“Indemnifying Party” means (a) with respect to the Losses described in Section 7.2(a), Seller, and (b) with respect to the Losses described in Section 7.2(b), Buyer.

“Intellectual Property Rights” means rights in any of the following to the extent subject to protection under applicable Law: (a) trademarks, service marks and trade names; (b) patents;

(c) copyrights; (d) internet domain names; (e) trade secrets and other proprietary and Confidential Information; and (f) any registrations or applications for registration for any of the foregoing.

“Interests” has the meaning given to it in the Recitals.

“Knowledge” means with respect to Seller, the actual knowledge, after reasonable inquiry of their respective direct reports, of J. Heath Deneke, Ryan Simmons, James Johnston, Hugo Guerrero, and Bill Mault.

“Laws” means all laws, statutes, rules, regulations, ordinances, court or other orders of a Governmental Authority and other pronouncements having the effect of law of any Governmental Authority.

“Lease” or “Leases” has the meaning given to it in Section 3.9(b).

“Leased Real Property” has the meaning given to it in Section 3.9(b).

“Liability” means any debt, liability and obligation, whether accrued or fixed, known or unknown, absolute or contingent, matured or unmatured or determined or determinable.

“Lien” means any mortgage, pledge, deed of trust, assessment, security interest, charge, lien, encumbrance, equitable interest, option, warranty, purchase right, lease, or other similar burden or property interest.

“Loss” or “Losses” means any and all judgments, losses, liabilities, amounts paid in settlement, awards, damages, Taxes, Claims, fines, penalties, deficiencies, costs or expenses (including interest, court costs, reasonable fees of attorneys, accountants and other experts, other reasonable expenses of litigation or other Proceedings or of any Claim, default or assessment and the cost of investigation and enforcement of any right to indemnification hereunder and the cost
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of pursuing any insurance providers). For the avoidance of doubt, any retention amount owed under the R&W Policy shall not be considered in the calculation of Loss.

“Material Adverse Effect” means any change, circumstance or effect that is materially adverse to (a) the business, operations, results of operations or condition (financial or otherwise) of the Company taken as a whole when used with respect to the Company, the Business, or the Company’s Assets or (b) the ability of Seller to consummate the transactions contemplated by this Agreement, but excluding any of the foregoing resulting from (i) general economic, financial and credit conditions, (ii) changes or conditions in financial or securities markets and interest and exchange rates, (iii) changes in, or conditions affecting, the price of hydrocarbons, the oil and gas midstream industry generally or the Williston Basin specifically (including any reduction in drilling activity or associated reduction in production), (iv) the execution of this Agreement and the announcement or completion thereof, (v) any act or omission by Seller or the Company taken as required by or permitted under this Agreement or with prior written consent of Buyer, (vi) any act or omission of Buyer, (vii) changes in national or international political conditions, or any shutdown of the United Sates federal government or any default on the debt obligations of any sovereign entity, (viii) the outbreak or escalation of hostilities involving the United States, the declaration by the United States of a national emergency, acts of war (whether or not declared) or any similar disorder, including acts of terrorism, sanctions, interruptions of trade and embargoes (whether regional, national or international), and any actions taken in response thereto, (ix) the effects of pandemics or epidemics (including the COVID-19 pandemic), (x) acts of God, including any hurricane, flood, tornado, earthquake or other natural disaster or climate change and any escalation or worsening thereof and any actions taken in response thereto, (xi) any change in applicable Laws or accounting requirements or principles imposed upon the Company or its business, including GAAP, or the interpretations thereof, (xii) natural declines in well performance or reclassification or recalculation of reserves, (xiii) the failure of FERC to have or maintain a quorum that allows it to render orders and (xiv) any matters or disclosures set forth in the Schedules; but, solely in the case of the foregoing clauses (viii) and (x), only to the extent that the Company is adversely affected in a materially disproportionate manner as compared to other participants in the oil and gas midstream industry in the United States.


“Material Contracts” has the meaning given to it in Section 3.14(a).

“Mutual Release” has the meaning given to it in Section 2.4(b).

“Net Working Capital” means, as of a particular date or time, an amount which may be equal or positive, equal to (a) the sum of the current assets of the Company other than Cash less

(b) the sum of the current Liabilities of the Company less (c) the Capital Project Adjustment, subject to Schedule 1.1-CPA. Notwithstanding anything in this Agreement to the contrary, all Tax assets and Liabilities and any other amounts that are specifically taken into account in determining the other adjustments to the Purchase Price pursuant to Section 2.2 (e.g., Indebtedness and Outstanding Transaction Expenses) will be excluded from the calculation of Closing Net Working Capital (it being the intention of the Parties that such amounts shall be considered only once for purposes of determining the adjustments to the Purchase Price). For illustrative purposes only, attached as Schedule 1.1-NWC is a sample calculation of Closing Net Working Capital prepared by the Parties as of June 30, 2022.
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“NGA” means the Natural Gas Act of 1938.

“Non-Confidential Information” means any and all confidential, proprietary or otherwise non-public information that would otherwise constitute Confidential Information with respect to Buyer or Seller pursuant to the definition thereof that (a) is or becomes generally available to the public other than as a result of an unauthorized disclosure by the recipient or any of its Affiliates or representatives, (b) was already known to the recipient, as applicable, prior to such information being furnished to the recipient, other than, with respect to Seller or their Affiliates or representatives, any such information related to the Company that is known at or prior to the Closing Date, (c) becomes available to the recipient from a third party that, to the knowledge of the recipient, was not subject to any prohibition against transmitting such information; provided that this clause

(c) shall not apply to any such information in the possession of Seller or their Affiliates or representatives at or prior to the Closing Date related to the Company, or (d) is developed by the recipient independently of and without utilizing any Confidential Information.

“Non-Recourse Party” has the meaning given to it in Section 7.21.

“Offered Employee” has the meaning given to it in Section 6.8(a).

“Operations Services” has the meaning given to it in Section 2.8.

“Outstanding Transaction Expenses” means, to the extent not paid prior to or in connection with the Closing, without duplication, (a) all fees, costs and expenses (including fees, costs and expenses of third party advisors, legal counsel (including Locke Lord LLP), investment bankers or other representatives) incurred by the Company through the Closing in connection with the negotiation of this Agreement and the other agreements contemplated hereby and the consummation of the transactions contemplated hereby, and (b) all fees, costs and expenses or payments of the Company related to any transaction bonus, discretionary bonus, change-of-control payment, phantom equity payout, “stay-put” or other compensatory payments made to any employee or service provider of the Company by the Company as a result of the consummation of the transactions contemplated herein (and the employer-portion of employment Taxes relating to such payments), in each case, to the extent, such expenses are incurred by the Company through the Closing and unpaid as of the Closing; provided that in no event shall Outstanding Transaction Expenses include any fees, costs or expenses (x) initiated or otherwise incurred at the request of Buyer or any of its Affiliates or representatives or (y) related to any financing activities of Buyer or any of its Affiliates in connection with the transactions contemplated hereby; provided, further that Outstanding Transaction Expenses shall not include any portion of the R&W Premium, which is already covered in Section 2.2(e).

“Owned Real Property” has the meaning given to it in Section 3.9(a).

“Party” means each of Buyer and Seller and “Parties” means, together, Buyer and Seller. “Payoff Letter” has the

meaning given to it in Section 2.4(h).

“Permits” means all permits, licenses or authorizations from any Governmental Authority. “Permitted Indebtedness”

means the vehicle leases listed on Schedule 1.1-PI.


Confidential

8

“Permitted Lien” means (a) any Lien for Taxes not yet due or delinquent or being contested in good faith by appropriate proceedings, (b) any Lien arising in the ordinary course of business by operation of Law with respect to a Liability that is not yet due or delinquent or which is being contested in good faith by or on behalf of the Company, (c) matters that are disclosed in the deed or instrument conveying such property that have been made available to Buyer, none of which, individually or in the aggregate, would reasonably be expected to be material to the Business, or detract in any material respect from the value of, or interfere in any material respect with the use, ownership or operation of, the assets or properties subject thereto or affected thereby, (d) purchase money Liens arising in the ordinary course of business, (e) any other easements, restrictions, encumbrances, imperfection or irregularity of title or other Lien of public record and made available to Buyer which, individually or in the aggregate, would not reasonably be expected to materially and adversely interfere with the conduct of the Business, or detract in any material respect from the value of, or interfere in any material respect with the use, ownership or operation of, the assets or properties subject thereto or affected thereby, (f) zoning, planning and other similar limitations and restrictions and all rights of any Governmental Authority to regulate the Real Property, which would not reasonably be expected to materially and adversely interfere with the conduct of the Business; provided that same are not violated by the current operation of the Business on the Real Property, (g) the terms and conditions of the Permits or the Contracts of the Company set forth in the Schedules, (h) pledges and deposits made in the ordinary course of business in compliance with workers’ compensation, unemployment insurance and other social security Laws, (i) any Lien to be released in connection with or prior to Closing; (j) any Liens in connection with the Permitted Indebtedness and (k) the other matters identified on Schedule 1.1- PL.


“Person” means any natural person, corporation, general partnership, limited partnership, limited liability company, unlimited liability corporation, proprietorship, other business organization, trust, union, association or Governmental Authority.

“Plan” means, whether written or oral, each “employee benefit plan” within the meaning of Section 3(3) of ERISA (including “multiemployer plans” within the meaning of Section 3(37) of ERISA) and any and all employment, individual independent contractor, deferred compensation, change in control, severance, termination, loan, employee benefit, retention, bonus, pension, profit sharing, savings, retirement, welfare, cafeteria, incentive compensation, equity or equity-based compensation, equity purchase, equity appreciation, collective bargaining, fringe benefit, vacation, paid time off, sick leave or other compensation or benefits agreements, plans, programs, policies, understandings or arrangements.

“Post-Closing Statement” has the meaning given to it in Section 2.6(b).
“Pre-Closing Period" means any Tax period of the Company ending before the Closing Date.

“Pre-Closing Statement” has the meaning given to it in Section 2.6(a).

“Privacy and Security Laws” means all applicable Laws concerning data protection, privacy, security, the access, collection, use, processing, storage, sale, distribution, transfer, disclosure, destruction, or disposal of data including personal information and trade secrets or other


Confidential

9

similar Laws (including any security breach notification requirements), including HIPAA, HITECH, the Gramm-Leach-Bliley Act, the Fair Credit Reporting Act, the Fair and Accurate Credit Transaction Act, the Privacy Act of 1974, the CAN-SPAM Act, the Telephone Consumer Protection Act, the Telemarketing and Consumer Fraud and Abuse Prevention Act, Children’s Online Privacy Protection Act, state Social Security number protection Laws, state data breach notification Laws, and state consumer protection Laws.

“Privileged Communications” has the meaning given to it in Section 7.22.

“Proceeding” means any complaint, lawsuit, action, suit, arbitration or other proceeding at Law or in equity or order or ruling, in each case by or before any Governmental Authority or arbitral tribunal.

“Purchase Price” has the meaning given to it in Section 2.2.

“R&W Insurer” means Ethos Specialty Insurance Services LLC.

“R&W Policy” means the buyer-side representations and warranties insurance policy, obtained by Buyer as of the date

hereof.

“R&W Premium” has the meaning given to it in Section 6.4.

“Real Property" means the Owned Real Property, Leased Real Property, and Rights of Way.

“Release” means any depositing, spilling, leaking, pumping, pouring, placing, emitting, discarding, abandoning, emptying, discharging, migrating, injecting, escaping, leaching, seeping, dumping, or disposing.

“Reliability Standards” means those reliability standards, and any regional variations thereof, approved by FERC, as they may be amended from time to time.

“Representatives” means, as to any Person, its officers, directors, employees, managers, members, partners, shareholders, owners, counsel, accountants, financial advisers and consultants.

“Right of Way” and “Rights of Way” has the meaning given to it in Section 3.9(c).

“Schedules” means the disclosure schedules prepared by Seller and attached to this Agreement.

“Seller” has the meaning given to it in the Preamble.

“Seller Fundamental Representations” means those representations and warranties set forth in Section 3.1 (Organization, Good Standing; Authority), Section 3.2 (Capitalization), Section 3.3(a) (No Conflicts; Consents and Approvals), Section 3.17 (Transactions with Affiliates), Section 4.1 (Organization, Good Standing; Authority), Section 4.3 (Ownership of the Interests) and Section 4.6 (Broker’s Commissions).
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“Seller Group” means Seller and any of its Affiliates.

“Seller Indemnified Parties” has the meaning given to it in Section 7.2(b).

“Seller Plan” means a Plan that is sponsored, maintained, contributed to by or required to be contributed to by Seller or any of its Affiliates and in which any Business Employee participates or under which any Business Employee is entitled to any compensation or benefits.

“Straddle Period” means any Tax period of the Company that begins before and ends on or after the Closing Date. “Summit Parent” means Summit Midstream Partners, LP, a Delaware limited partnership. “Tax” or “Taxes” means (a)

all taxes, charges, fees, imposts, levies or other assessments

or fees in the nature of a tax, including income, corporate, capital, excise, property, sales, use, turnover, unemployment, social security, disability, withholding, real property, personal property, environmental (including any tax imposed by Section 59A of the Code), transfer, registration, value added and franchise taxes, deductions, withholdings and customs duties, imposed by any Governmental Authority, and including any interest or penalty imposed with respect thereto, and

(b) liability for any item described in (a) payable by reason of contract, assumption, transferee or successor liability, by virtue of Treasury Regulation Section 1.1502-6 or any similar provision of state, local or foreign applicable Law, by operation of Law or otherwise, and in each case, whether or not disputed.

“Tax Proceeding” has the meaning given to it in Section 6.1(d).

“Tax Return” means any return, report, rendition, claim for refund, statement, information return or other document (including any related or supporting information or schedule thereto, or amendment thereof) filed or required to be filed with any Governmental Authority in connection with the determination, assessment, collection or administration of any Taxes or the administration of any Laws relating to any Taxes.

“Transaction Document” means each of this Agreement, the Assignment Agreement, the Mutual Release, the Transition Services Agreement and each other agreement, document and instrument required to be executed and delivered in accordance with this Agreement.

“Transfer Taxes” has the meaning given to it in Section 6.1(c).

“Transition Services Agreement” means that certain transition services agreement by and among Buyer, the Company and Seller.

1.2	Rules of Construction.

(a) The exhibits and Schedules attached to this Agreement constitute a part of this Agreement and are incorporated herein for all purposes. All article, section, subsection, clause and exhibit references used in this Agreement are to articles, sections, subsections, clauses and exhibits to this Agreement unless otherwise specified.
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(b) The headings preceding the text of articles and sections included in this Agreement and the headings to the Schedules attached to this Agreement are for convenience only and shall not be deemed part of this Agreement or be given any effect in interpreting this Agreement.

(c) If a term is defined as one part of speech (such as a noun), it shall have a corresponding meaning when used as another part of speech (such as a verb). Unless the context of this Agreement clearly requires otherwise, words importing the masculine gender shall include the feminine and neutral genders and vice versa. Wherever the words “including” and “excluding” (in their various forms) are used in this Agreement, they shall be deemed to be followed by the words “without limiting the foregoing in any respect”. The words “hereof,” “hereby,” “herein,” “hereunder” and similar terms in this Agreement shall refer to this Agreement as a whole and not any particular section or article in which such words appear, unless expressly so limited. Unless expressly provided to the contrary, the words “or”, “either” or “any” shall not be exclusive. The words “this article,” “this section,” “this subsection,” and “this clause” and words of similar import, refer only to the article, section, subsection or clause hereof in which such words occur. All currency amounts referenced herein are in United States Dollars unless otherwise specified. The singular shall include the plural and the plural shall include the singular wherever and as often as may be appropriate. The words “shall” and “will” are interchangeably used throughout this Agreement and shall accordingly be given the same meaning, regardless of which word is used.

(d) Whenever this Agreement refers to a number of days, such number shall refer to calendar days unless Business Days are specified. Whenever any action must be taken hereunder on or by a day that is not a Business Day, then such action may be validly taken on or by the next day that is a Business Day.

(e) All accounting terms used herein and not expressly defined herein shall have the meanings given to them under GAAP and shall be calculated in a manner consistent with that used in preparing the Financial Statements to the extent that the Financial Statements are prepared in accordance with GAAP, except as otherwise expressly stated in this Agreement.

(f) Any reference herein to any Law, statute, rule or regulation shall be deemed to also refer to all rules and regulations promulgated thereunder, unless the context requires otherwise, and references herein to any Law, statute, rule or regulation means such Law, statute, rule or regulation as from time to time amended, modified, supplemented, codified or reenacted, in whole or in part, and references to particular provisions of a Law include a reference to the corresponding provisions of any prior or succeeding Law.

(g) References to a Person are also to its permitted successors and permitted assigns.
(h) The phrases “delivered,” “provided,” “furnished,” “made available” “disclosed in writing to Buyer”, “provided to Buyer” or “made available to Buyer” or similar phrases as used in this Agreement shall mean information or documents have been physically or electronically delivered to the relevant receiving party (including, in the case of information or documents of Seller or any of its Affiliates (including the Company)), such information or
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documents that are provided in writing (including via electronic mail) or posted to the Data Site at least two (2) Business Days prior to the Closing Date.

(a) Each Party acknowledges that it and its attorneys have been given an equal opportunity to negotiate the terms and conditions of this Agreement and that any rule of construction to the effect that ambiguities are to be resolved against the drafting Party or any similar rule operating against the drafter of an agreement shall not be applicable to the construction or interpretation of this Agreement.

(b) All references to “$”, “U.S. Dollars”, “Dollars” and “dollars” and other monetary figures shall be deemed to refer to United States currency unless otherwise expressly provided herein. All accounting terms used but not defined herein shall have the meanings given to them under GAAP.

(c) The phrases “ordinary course” or “ordinary course of business” when used with respect to the Company or Seller means the ordinary conduct of business in a manner consistent in all material respects with the past practices and customs and day-to-day operations the Company or Seller, as applicable.

ARTICLE II
PURCHASE AND SALE AND CLOSING

2.1 Purchase and Sale. On the terms and subject to the conditions set forth in this Agreement, Buyer hereby purchases from Seller, and Seller hereby sells, assigns, transfers and conveys to Buyer, at Closing, the Interests free and clear of all Liens (other than Corporate Encumbrances) for and in consideration of the Purchase Price payable in accordance with Section

2.2 below.

2.2	Purchase Price. The aggregate purchase price to be paid by Buyer at the Closing for the purchase and sale of the
Interests is equal to the sum of the following (the “Purchase Price”):

(a) Forty million Dollars ($40,000,000) (the “Base Purchase Price”);

(b) plus (if the Closing Net Working Capital is positive) or minus (if the Closing Net Working Capital is negative) the absolute value of the Closing Net Working Capital;

(c) minus Indebtedness of the Company, which shall be paid by Buyer on behalf of the Company to all holders of such Indebtedness, by wire transfer of immediately available funds, in such amounts and to such accounts as set forth in the Payoff Letters;

(d) minus the Outstanding Transaction Expenses (if any);

(e) minus an amount equal to equal to fifty percent (50%) of the R&W Premium;

(f) plus the amount of Cash held by the Company as of the close of business on the Business Day immediately preceding the Closing Date;
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provided, however, that the adjustments listed in clauses (b) through (g) above are made without duplication of other amounts for which adjustments to the Base Purchase Price are made pursuant to this Agreement.

2.3 Closing. The consummation of the purchase and sale of the Interests (the “Closing”) shall take place either (a) via electronic exchange of documents or (b) at the offices of Summit Midstream Partners, LP, 910 Louisiana St., Suite 4200, Houston, Texas 77002 at 10:00

A.M. local time, on the Closing Date; provided, however, the Closing shall be deemed effective as of 12:01 a.m. in Houston, Texas on the Closing Date. All actions listed in Section 2.4 or Section 2.5 that occur on the Closing Date shall be deemed to occur simultaneously at the Closing.

2.4 Closing Deliveries by Seller to Buyer. At the Closing, Seller shall deliver, or shall cause to be delivered, to Buyer the following:

(a) a counterpart duly executed by Seller of an assignment evidencing the assignment and transfer to Buyer of the Interests (the “Assignment Agreement”);

(b) a counterpart of a mutual release duly executed by Seller (the "Mutual Release")'
(c) a duly completed and executed Internal Revenue Service Form W-9 with respect to Summit Parent, in its capacity as the owner of the Company assets for U.S. federal income tax purposes;

(d) the written resignation or removal (effective as of Closing) of all directors and officers or similar persons on any board or operating, management or other committee established under the Charter Documents of the Company, in form and substance reasonably satisfactory to Buyer;

(e) a certificate, dated as of the Closing Date, duly executed by an officer of Seller certifying to and providing (A) copies of the Charter Documents of the Company; and (B) resolutions from the board of managers, members, managing member or similar governing body of Seller duly authorizing and approving the execution and delivery of this Agreement and the other Transaction Documents and the consummation of the transactions contemplated herein and therein, in form and substance reasonably satisfactory to Buyer;

(f) fully executed copies of all registrations, filings, applications, notices, consents, approvals, orders, qualifications and waivers listed on Schedule 2.4(f), in form and substance reasonably satisfactory to Buyer;

(g) a certificate of good standing dated not more than ten (10) Business Days prior to the Closing Date with respect to the Company and Seller issued by the Secretary of State of the State of their formation;

(h) payoff letters evidencing the repayment of all of the Indebtedness, including customary contingent lien release and commitment termination language, subject only to payment of the payoff amounts included therein, in each case in form and substance reasonably satisfactory
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to Buyer, duly executed and delivered by the applicable payees identified therein (the “Payoff Letters”);

(i) the Transition Services Agreement, duly executed by Seller; and

(j) such other documents as Buyer may reasonably request for the purpose of consummating the transactions

contemplated hereby.

2.5 Closing Deliveries by Buyer to Seller. At the Closing, Buyer shall deliver, or shall cause to be delivered, to Seller (or the relevant Person noted below) the following:

(a) a wire transfer or transfers of immediately available funds (to such account or accounts of Seller as Seller shall have notified Buyer of prior to the Closing Date) in an amount or amounts in the aggregate equal to the Purchase Price;

(b) to the holders of Indebtedness, the amounts to such accounts as set forth in the Payoff Letters in accordance with Section 2.2(c);
(c) a counterpart of the Transition Services Agreement, duly executed by Buyer;
(d) a counterpart duly executed by Buyer of the Assignment Agreement;

(e) a counterpart duly executed by Buyer of the Mutual Release; and

(f) such other documents as Seller may reasonably request for the purpose of consummating the transactions

contemplated hereby.

2.6 Working Capital Adjustment.

(a) Prior to the Closing Date, Seller delivered along with reasonable supporting detail, a preliminary settlement statement (“Pre-Closing Statement”) setting forth its good faith estimates and summary of (i) the Estimated Net Working Capital and its components, (ii) the amount of Cash held by the Company as of the close of business on the Business Day immediately preceding the Closing Date, (iii) the amount of Indebtedness and Outstanding Transaction Expenses owed by the Company as of the Closing Time, and (iv) the resulting calculation of the Closing Purchase Price, with each such estimate to be prepared in accordance with GAAP (applied using the same accounting methods, practices, principles, policies and procedures, classifications, judgments and valuation and estimation methodologies that were used in the preparation of the Financial Statements for the most recent fiscal year), subject to Schedule 1.1-NWC. For purposes of calculating Closing Net Working Capital, all payments made at Closing pursuant to Section 6.3 shall be deemed to have been paid immediately prior to the Closing Time.

(b) Within ninety (90) days after Closing, Buyer shall prepare and deliver to Seller its good faith final calculation of the actual amounts for each of the estimated amounts set forth in clauses (i) through (iv) of Section 2.6(a), which delineates any differences from such estimates included in the Pre-Closing Statement together with reasonable supporting documentation (the “Post-Closing Statement”) and which is prepared in accordance with GAAP
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(applied using the same accounting methods, practices, principles, policies and procedures, classifications, judgments and valuation and estimation methodologies that were used in the preparation of the Financial Statements for the most recent fiscal year), subject to Schedule 1.1- NWC. From and after the delivery of the Post-Closing Statement until the Final Price Determination Date, Buyer shall provide Seller and its Representatives with reasonable and prompt access to the Books and Records and employees that were involved in preparation of the Post- Closing Statement and shall cause such employees and Buyer’s Affiliates to cooperate in all reasonable respects in connection with Seller’s review of such work papers and other documents and information relating to the calculations included in the Post-Closing Statement, as may be reasonably requested by Seller and that are reasonably available. If Seller disagrees with any of the calculations provided by Buyer set forth in the Post-Closing Statement, then Seller shall provide Buyer with written notice within thirty (30) days after Seller’s receipt of the Post-Closing Statement and shall include reasonable detail regarding such specific objections (such notice, the “Dispute Notice”). If Buyer and Seller, each, working in good faith, are unable to agree on such disputed items on or prior to the one hundred twentieth (120th) day following the Closing Date, then either Party may refer such dispute to a U.S. nationally recognized, neutral, independent firm of independent public accountants, mutually acceptable to Buyer and Seller (the “Independent Accountant”). The Independent Accountant shall make a final and binding determination as to all matters in dispute on a timely basis and promptly notify the Parties in writing of its resolution. The Parties shall furnish the Independent Accountant, on the date of such referral, with the Post- Closing Statement, the Dispute Notice and any disputed items previously resolved by the Parties. The Parties shall also furnish the Independent Accountant with such other information and documents as the Independent Accountant may reasonably request for purposes of resolving the dispute at hand and determining the Final Purchase Price. The Independent Accountant shall not have the power to modify or amend any term or provision of this Agreement. The costs of such review and report performed by the Independent Accountant shall be borne by Buyer, on the one hand, and Seller, on the other hand, in proportion to the aggregate dollar amounts of such dispute(s) resolved in favor of Buyer compared to the aggregate dollar amounts of such dispute(s) resolved in favor of Seller (as determined by the Independent Accountant). For example, if Buyer claims the appropriate adjustments are one hundred thousand Dollars ($100,000) less than the amount determined by Seller, and Seller contests only fifty thousand Dollars ($50,000) of the amount claimed by Buyer, and if the accounting firm ultimately resolves the dispute by awarding Buyer thirty thousand Dollars ($30,000) of the fifty thousand Dollars ($50,000) contested, then the fees and expenses of the accounting firm will be allocated 60% (i.e. 30/50) to Seller and 40% (i.e., 20/50) to Buyer. Except as provided in the immediately preceding two (2) sentences, all other costs and expenses incurred by the Parties in connection with resolving any dispute hereunder before the accounting firm shall be borne by the Party incurring such cost and expense. If Seller does not object to Buyer’s calculations within the time period and in the manner set forth in the first sentence of this Section 2.6(b) or accepts Buyer’s calculations, then such calculations as set forth in Buyer’s
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notice shall become final and binding upon the Parties for all purposes hereunder. The date that such calculations pursuant to this Section 2.6(b) are either (i) deemed to be final and binding as provided in the immediately preceding sentence, or (ii) finally determined by the Independent Accountant as provided in this Section 2.6(b), is referred to herein as the “Final Purchase Price Determination Date.”

(c) If the Final Purchase Price is greater than the Closing Purchase Price then Buyer shall pay such difference to Seller within five (5) Business Days after the Final Purchase
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Price Determination Date, by wire transfer of immediately available funds to an account or accounts of Seller designated by Seller.

(a) If the Final Purchase Price is less than the Closing Purchase Price then Seller shall pay such difference to Buyer within five (5) Business Days after the Final Purchase Price Determination Date, by wire transfer of immediately available funds to an account or accounts of Buyer designated by Buyer.

2.7 Withholding. Notwithstanding anything to the contrary in this Agreement, Buyer will be entitled to deduct and withhold from the amounts otherwise payable to Seller pursuant to this Agreement such amounts as Buyer reasonably believes are required to be deducted and withheld with respect to the making of such payment under any provision of any applicable Law; provided, however, that, other than with respect to withholding attributable to the failure to provide the certificate required in Section 2.4(c), Buyer and its Affiliates will use commercially reasonable efforts to provide Seller with notice of any such intended withholding (together with the legal basis therefor) at least five (5) Business Days before the making of such payment, and each of Buyer and its Affiliates shall (a) consider in good faith any claim by Seller that such deduction or withholding is not required or should be imposed at a reduced rate and (b) use commercially reasonable efforts to cooperate with Seller in good faith to minimize, to the extent permissible under applicable Law, the amount of any such deduction or withholding, including by providing Seller the opportunity to furnish any applicable certificates or exemptions to reduce or eliminate such deduction or withholding and cooperating with the submission of any certificates or forms to establish an exemption from, reduction in, or refund of any such deduction or withholding. If Buyer so deducts and withholds amounts in accordance with this Section 2.7, and duly remits such amounts to the appropriate Governmental Authority, such amounts will be treated for all purposes of this Agreement as having been paid to Seller in respect of which such deduction and withholding was made.

2.8 Express Exclusion of Operations Services from the Purchase and Sale. The Company utilizes, and the Business is currently dependent upon, certain operations, scheduling and distribution, accounting, contract administration, information technology, environmental, health and safety, land management and administration support services and software, including, but not limited to, gas and liquids monitoring and leak detection programs, processes and programs for gas and liquids measurement, allocation, settlement and distribution of monthly statements to producers, collection and disbursement of applicable Taxes, supervisory control and data acquisition, and various management systems for maintaining and monitoring compliance with applicable regulatory requirements and contractual obligations (collectively, the “Operations Services”) that have been implemented in connection with Summit Parent’s and its Affiliates’ enterprise-wide management program for midstream operations. The Operations Services are proprietary, and non-transferable; therefore, it is expressly agreed and acknowledged that Buyer is not receiving the Operations Services in connection with this Agreement, except as expressly contemplated by and included in the Transition Services Agreement for the limited period of time and limited scope contemplated therein, and otherwise, Buyer will rely upon its own enterprise- wide management program for operations, accounting, contract administration, information technology, environmental, health and safety, land management and administration support services and software. Notwithstanding the foregoing, Buyer shall receive all the tangible
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hardware, communications, networking and measurement instrumentation and equipment associated with the Business operations conducted on the Real Property.

ARTICLE III
REPRESENTATIONS AND WARRANTIES REGARDING THE COMPANY

Seller hereby represents and warrants (subject to any disclosures in the Schedules) to Buyer as of the date hereof as follows:

3.1	Organization; Good Standing; Authority.

(a) The Company is a limited liability company duly formed, validly existing and in good standing under the Laws of the State of Delaware, and has all requisite limited liability company power and authority to own its properties and conduct the Business as it is now being conducted. The Company is duly qualified and licensed to do business in North Dakota, which is the only jurisdiction in which the ownership or operation of its Assets makes such qualification or licensing necessary.

(b) True and complete copies of the Charter Documents of the Company and all amendments thereto have been furnished to Buyer. Such Charter Documents are in full force and effect, and the Company is not in material violation of any of the provisions of its Charter Documents.

(c) The Company has the requisite power and authority to execute and deliver the Transaction Documents to which it is, or will be, a party, to perform its obligations thereunder and to consummate the transactions contemplated thereby. The execution and delivery by the Company of the Transaction Documents to which it is, or will be, a party, and the performance by the Company of its obligations thereunder, have been duly and validly authorized by all necessary limited liability company action. The Transaction Documents to which the Company is, or will be, a party have been (or will be, when executed and delivered at the Closing) duly and validly executed and delivered by the Company and will constitute (when so executed and delivered) the legal, valid and binding obligation of the Company enforceable against the Company in accordance with its terms and conditions, except that the enforcement hereof may be limited by applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance, arrangement or other similar Laws relating to or affecting the rights of creditors generally, or by general equitable principles.

3.2	Capitalization of Company.

(a) The current equity capitalization of the Company is set forth on Schedule 3.2(a).

(b) The Interests are uncertificated.

(c) There are no interests of the Company convertible into, or exchangeable or exercisable for Equity Interests of the Company, or options, warrants, calls, rights, commitments or Contracts to which the Company is a party or by which it is bound, in any case obligating the Company to issue, deliver, sell, purchase, redeem or acquire, or cause to be issued, delivered, sold,
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purchased, redeemed or acquired, Equity Interests of the Company, or obligating the Company to grant, extend or enter into any such option, warrant, call, right, commitment or Contract.

(d) The Interests are duly authorized, validly issued, fully paid (to the extent required by the Charter Documents of the Company) and, subject to the Laws of the State of Delaware, non-assessable (except as such non-assessability may be affected by Section 18-607 of the Delaware Limited Liability Company Act) and were not issued in violation of any purchase option, call option, right of first refusal, preemptive right or other similar right.

(e) There are no outstanding bonds, debentures, notes or other instruments or evidence of Indebtedness of the Company having the right to vote (or convertible into, or exercisable or exchangeable for, securities having the right to vote).

(f) The Company owns no Equity Interests in any other Person.

(g) Except as set forth in the Charter Documents, the Interests are not subject to and the Company is not a party to any voting agreement, voting trust, or any other agreement, right, instrument, or understanding with respect to any purchase, sale, transfer, repurchase, issuance, redemption, voting, distribution rights or disposition of such Interests.

(h) Upon the consummation of transactions contemplated by this Agreement, the Interests shall be owned by Buyer free and clear of all Liens, except for Corporate Encumbrances.

3.3 No Conflicts; Consents and Approvals. Except as set forth on Schedule 3.3, the execution and delivery by Seller of this Agreement, and the performance by Seller of its obligations under this Agreement do not and will not:

(a) violate or result in a breach of the Charter Documents of the Company;

(b) require notice or consent under, violate, constitute a default, or give rise to any right of termination, cancellation, amendment or acceleration with or without the giving of notice, or the passage of time or both, under any of the terms, conditions or provisions of any Material Contract to which the Company is a party;

(c) violate or result in a breach of any Law applicable to the Company except for such violations or breaches as would not be material;

(d) result in the creation of any Lien on any of the Assets of the Company, other than Permitted Liens; or

(e) require any consent or approval of any Governmental Authority under any Law applicable to Seller, other than immaterial consents or approvals which would not reasonably be expected to be material to the Company or the Business.

3.4 Financial Statements. Buyer has been provided copies of the unaudited balance sheet of the Company as of December 31, 2020 and 2021 and the unaudited income statement of the Company for the years ended December 31, 2020 and 2021 and the six months ended June 30,
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2022 (the “Financial Statements”). The Financial Statements have been prepared in accordance with GAAP (except that the Financial Statements do not contain the financial statement footnotes required by GAAP and are subject to normal year-end adjustments) applied on a consistent basis throughout the periods covered thereby and fairly present, in all material respects, the financial position of the Company at the dates thereof. Except as set forth in the Financial Statements, there are no amounts owed to the Company by Seller (including any interest and other charges accrued thereon).

3.5	Absence of Changes. Except as set forth on Schedule 3.5, since June 30, 2022:

(a) no fact, event, change, occurrence or circumstance has occurred that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

(b) the Company has not amended its Charter Documents;

(c) the Company has not sold, transferred or disposed of any of its Assets, including any right under any lease or Contract or any proprietary right or other intangible Asset,

(i) within the ordinary course of business in each case having a value in excess of two hundred fifty thousand Dollars ($250,000) or (ii) outside of the ordinary course of business;

(d) the Company has not made any capital expenditure involving in any individual case in excess of two hundred fifty thousand Dollars ($250,000);

(e) the Company has not entered into any Contract that would be required to be set forth in Schedule 3.14; or amended, granted any waiver of any material term under; or terminated any Material Contract; nor made any modifications of the material terms of any Material Contract;

(f) the Company has not waived, released, canceled, settled or compromised any debt, Claim or right having a value in excess of one hundred thousand Dollars ($100,000);

(g) except as may be required to meet the requirements of applicable Law or GAAP, the Company has not changed any accounting method or practice in a manner that is inconsistent with past practice in a way that would materially and adversely affect the Business and the Company;

(h) the Company has not failed to maintain its limited liability company existence or consolidated with any other Person or acquired all or substantially all of the Assets of any other Person;

(i) the Company has not issued or sold any Equity Interests in itself;

(j) the Company has not liquidated, dissolved, recapitalized, reorganized or otherwise wound up the
Business;

(k) except in the ordinary course of business, consistent with past practice, Seller has not paid, or granted any right to receive, a bonus to any Business Employee, nor has
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Seller materially increased the base salary, wage rate, or other compensation or benefits of any Business Employee;

(l) Seller has not (x) hired any individual that is a Business Employee or (y) transferred to another Affiliate of Seller or terminated (other than for cause as reasonably determined by Seller) any individual who, except for such transfer or termination, would have been a Business Employee;

(m) the Company has not purchased any securities of any Person, except for short-term investments made in the ordinary course of business;

(n) made any applications or filings with any Governmental Authority, except for any routine reports that do not have a material financial impact on the Company;

(o) created any Lien (other than Permitted Liens) against any Asset; and

(p) the Company has not agreed or committed to do any of the foregoing.

3.6 Compliance with Applicable Laws. Except as set forth on Schedule 3.6, the Company is and since January 1, 2021 has been in material compliance with all Laws (and has not received any written notice of violation from any Governmental Authority with respect to any Laws) applicable to it. The Company holds all material Permits necessary to use, own and operate the Assets in the manner such Assets are currently used, owned and operated by the Company. All such Permits are in full force and effect in all material respects and there are no Proceedings pending or, to the Knowledge of Seller, threatened that seek the suspension, revocation or material adverse modification of any such Permit. The Company is and has been since January 1, 2021, in compliance in all material respects with each such Permit.

3.7	Intellectual Property.

(a) No material registrations or applications for registration are included in any Intellectual Property Rights held by the Company. To the Knowledge of Seller and subject to Section 2.8, the Company owns, licenses or otherwise has a valid right to use, free and clear of all Liens (other than Permitted Liens), all material Intellectual Property Rights necessary to conduct the Business as currently conducted.

(b) To the Knowledge of Seller, the conduct of the Business as currently conducted has not infringed or misappropriated any Intellectual Property Right of any third party in any material respect. No action, claim, or proceeding alleging infringement, misappropriation, unauthorized use of any third party intellectual property is pending nor, to the Knowledge of Seller, threatened against Seller.

(c) The consummation of the transactions contemplated hereby will not result in the loss or impairment of any material right of the Company to own, use, practice or exploit any Intellectual Property Rights held by or licensed to the Company (excluding licenses for commercially available, “off-the-shelf” software).
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3.8 Absence of Litigation. Except as set forth on Schedule 3.8, there is no Claim or Proceeding (a) pending against the Company by or before any arbitrator or Governmental Authority, (b) to the Knowledge of Seller, threatened against the Company by or before any arbitrator or Governmental Authority, or (c) that, since January 1, 2021, the Company and any of its Assets or properties have been subject to.

3.9	Real Property.

(a) Set forth on Schedule 3.9(a) is a true and complete list of each parcel of real property owned in fee title by the Company (the “Owned Real Property”). Seller has provided Buyer with true and complete copies of the conveyance documents to the Company for each parcel of Owned Real Property and each title policy, title commitment, title report, survey, plat, or other instrument in Seller’s possession describing the Owned Real Property. The Company has good and indefeasible fee title to the Owned Real Property, free and clear of all Liens, except for Permitted Liens and those Liens set forth on Schedule 3.9(a). The Company is in possession of the Owned Real Property.

(b) Set forth on Schedule 3.9(b) is a true and complete list of all leases, licenses, rental agreements, or other agreements pursuant to which the Company is granted a right to use or occupy all or any portion of real property (each, a “Lease,” and collectively, the “Leases”) and a description of each parcel of real property the Company is granted a right to use or occupy pursuant to any Lease as such real property is described or identified in the applicable Lease (the “Leased Real Property”). Seller has provided Buyer with true and complete copies of all Leases, together with any amendments, modifications, and extensions thereto. The Company has a good and valid leasehold interest in each parcel of Leased Real Property, free and clear of all Liens, except for Permitted Liens and those Liens set forth on Schedule 3.9(b). Each Lease is in full force and effect and is a legal, valid and binding obligation of the Company and, to Seller’s knowledge, of all counterparties thereto. Except as set forth on Schedule 3.9(b), (i) the Company is not in material default under any Lease, (ii) to the Knowledge of Seller, no counterparty to any Lease is in material default under any Lease, and (iii) no event has occurred which constitutes a material default or, with lapse of time or giving of notice or both, would constitute a material default under any Lease.

(c) Set forth on Schedule 3.9(c) is a true and complete list of all material rights of way, easements, and other agreements (other than Leases) pursuant to which the Company is granted a right to use all or any portion of real property and on which any material portion of the Bison Midstream System is located (each, a “Right of Way,” and collectively, the “Rights of Way”). Seller has provided Buyer with true and complete copies of all material Rights of Way, together with any amendments, modifications, and extensions thereto. The Company has a good and valid easement interest in the Rights of Way, free and clear of all Liens, except for Permitted Liens and those Liens set forth in Schedule 3.9(c). Each Right of Way is a legal, valid and binding obligation of the Company and, to Seller’s knowledge, of all counterparties thereto. Except as set forth on Schedule 3.9(c), (i) the Company is not in material default under any Right of Way, (ii) to the Knowledge of Seller, no counterparty to any Right of Way is in material default under any Right of Way, and (iii) no event has occurred which constitutes a material default or, with lapse of time or giving of notice or both, would constitute a material default under any Right of Way.
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(d) The Company is not obligated under any right of first refusal, option or other contractual right to sell, assign or otherwise dispose of any Real Property, or any interest therein, to any Person other than Buyer.

(e) Except as set forth on Schedule 3.9(e), or as would not have a material and adverse impact on the operation of the Business, the entire and continuous length of the Bison Midstream System is located within the Rights of Way, and the buildings and improvements used in connection therewith are located on the Owned Real Property and the Leased Real Property without material encroachment onto adjacent properties

(f) The Company has not received any written notice of any eminent domain Proceeding or taking, special assessment, or rezoning nor, to the Knowledge of Seller, is any such Proceeding or taking, special assessment, or rezoning contemplated or threatened with respect to any portion of the Real Property.

(g) Except as set forth on Schedule 3.9(g), no member of the Seller Group other than the Company owns, leases or occupies any real property or easements that constitute part of the Business or that is necessary in connection with the ownership or operation thereof.

(h) The Company has adequate rights of ingress and egress with respect to the Real Property, the Bison Midstream System, and all other buildings and improvements used in connection with the Business.

(i) Other than the assets associated with the Operations Services, the Assets of the Company constitute all of the assets, rights and properties, tangible or intangible, real or personal, that are used or necessary for use in connection with the operation of the Business as currently operated.

(j) None of the assets retained by any member of the Seller Group (other than the Company) as part of the Operations Services (other than the vehicles) are physically located on any Real Property, personal property of the Company or used for the Business, easements set forth on Schedule 3.9(c) or the Bison Midstream System.

3.10 Personal Property. Schedule 3.10 lists all plants, processing units and other equipment (other than the individual components of any plants or processing units or installed pipeline) owned or leased by the Company or used or held for use by the Company in the conduct of the Business valued above one hundred thousand Dollars ($100,000). The Company has good and valid title to, or a valid leasehold interest in, all material personal property of the Company or used for the Business, in each case free of all Liens except for Permitted Liens.

3.11	Regulatory Status.

(a) Neither the Company nor any of the Assets of the Company are currently subject to regulation by FERC under the NGA and as of the date hereof, the Company is in material compliance with the applicable laws, regulations and orders of the North Dakota Industrial Commission.


Confidential

23

(b) The Company is not currently regulated, or would be required to be regulated as of the date hereof, by FERC as a “natural gas company” under the NGA. Without limiting the foregoing, the rates charged by the Company are not currently regulated by FERC under the Interstate Commerce Act or the Natural Gas Policy Act of 1978. The transfer of the Interests as contemplated by this Agreement does not require the approval of FERC.

(c) No rate refunds, rebates, offsets or like obligations are accrued or owed by the Company to FERC, the North Dakota Industrial Commission or any other Governmental Authority or third party with respect to services related to the Assets of the Company.

3.12	Environmental Matters. Except as set forth on Schedule 3.12:

(a) The Company is and the Assets of the Company are, and since August 1, 2017, has and have been, in compliance in all material respects with applicable Environmental Laws, including by timely possessing and complying with the terms and conditions of, and, to the extent applicable, filing timely application to renew, all Environmental Permits, and, to the Knowledge of Seller, a complete list of such Environmental Permits is set forth on Schedule 3.12(a)-P and all such Environmental Permits have been timely renewed, are in full force and effect, and are not subject to any pending or, to the Knowledge of Company, threatened proceeding to terminate, revoke, or materially alter the terms thereof;

(b) The Company has not received from any Governmental Authority or any other Person any written notice alleging a material violation of, non-compliance with, or liability or potential or alleged liability pursuant to, any Environmental Laws or with respect to Hazardous Materials other than notices with respect to matters that have been resolved to the satisfaction of the relevant Governmental Authorities and for which the Company has no further material obligations outstanding;

(c) None of the Company or the Assets of the Company or the Bison Midstream System is subject to any outstanding order, consent decree or other agreement concerning alleged non-compliance with or liability under Environmental Laws;

(d) There has been no Release of Hazardous Materials by the Company at, under, on or from any Real Property or any Assets of the Company or the Bison Midstream System, or to the Knowledge of the Company, any former assets of the Company that is currently in violation of any Environmental Laws or occurred in a quantity, concentration or manner that would reasonably be expected to give rise to a material liabilities or obligations for the Company, including any reporting, investigation, remedial or corrective action obligation pursuant to Environmental Laws;

(e) The Company has not undertaken by agreement, contract, operation of law or otherwise any material liabilities or obligations under Environmental Laws or relating to Hazardous Materials of any other third person, entity, or affiliate;

(f) To the Knowledge of Seller, Seller has made available to Buyer copies of final reports, if any, of all material environmental audits, assessments, investigations, studies or other environmental analyses relating to the Company or the Company’s Assets that are in the possession of Seller, the Company, or any of their respective Affiliates or Representatives.
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3.13	Taxes. Except, in each case, as set forth on Schedule 3.13:

(a) All material Tax Returns required to be filed by the Company have been duly and timely filed (taking into account any valid extensions). Each such Tax Return is true, correct and complete in all material respects. All material Taxes required to be paid by the Company (whether or not shown due on a filed Tax Return) have been paid in full. All withholding Tax requirements with respect to the Company imposed on the Company have been satisfied in all material respects. There are no Liens on any of the Assets of the Company that arose in connection with any failure (or alleged failure) to pay any Tax.

(b) No assessment, deficiency, or adjustment has been asserted, proposed, or threatened in writing with respect to any Taxes or Tax Returns of the Company that remains outstanding. No action, examination, audit or similar proceeding of the Company is ongoing, pending or threatened in writing by any Governmental Authority.

(c) The Company is not a party to or bound by any Tax allocation, sharing or indemnity agreements or arrangements (excluding, for the avoidance of doubt, any commercial agreements or contracts that are not primarily related to Taxes). The Company is not liable for the Taxes of any other Person (including Seller) by virtue of Treasury Regulation Section 1.1502-6 or any similar provision of state, local or foreign applicable Law.

(d) The Company is, and has been since the Seller’s ownership of the Company, classified as an entity disregarded as separate from Summit Parent for U.S. federal income Tax purposes.

(e) No Claim has ever been made by a Governmental Authority in a jurisdiction where the Company does not file Tax Returns that the Company is or may be subject to taxation by that jurisdiction or any of the Company’s Assets are or may be subject to such taxation.

(f) The Company has not been a party to a transaction that is or is substantially similar to a “reportable transaction,” within the meaning of Treasury Regulation Section 1.6011- 4(b), or any other transaction requiring disclosure under analogous provisions of the United States, state, local or foreign Law.

3.14	Contracts.

(a) Schedule 3.14 contains a true and complete listing of each of the following Contracts to which the Company is a party (the Contracts listed on Schedule 3.14 being “Material Contracts”):

(i) each hydrocarbon purchase and sale, gathering, transportation, treating, dehydration, processing or similar Contract and any Contract for the provision of services relating to gathering, compression, collection, processing, treating, disposal or transportation of natural gas and other hydrocarbons involving annual expenditures or revenues in excess of one hundred thousand Dollars ($100,000);

(ii) each Contract that constitutes a pipeline interconnect or facility operating agreement;
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(iii) each Contract for lease of personal property or Real Property involving aggregate payments in excess of one hundred thousand Dollars ($100,000) in any future calendar year;

(iv) each partnership, joint venture agreement or similar arrangement;

(v) each agreement relating to the acquisition or disposition of any business (whether by merger, sale of stock, sale of Assets or otherwise) or any contracts containing a right of first refusal, right of first offer, most favored nation provision, minimum purchase obligations of the Company (including firm, fixed-price “take or pay” obligations or minimum volume commitments) or right to purchase any of the Assets, in whole or in part;

(vi) each Contract that provides for a limit on the ability of the Company to compete in any line of business or in any geographic area during any period of time after the Closing;

(vii) each Contract evidencing Indebtedness, whether secured or unsecured, including all loan agreements, line of credit agreements, indentures, mortgages, promissory notes, guarantees, agreements concerning long and short-term debt, together with all security agreements or other lien documents related to or binding on the Assets of the Company or requires the owner of the Assets to conduct business exclusively with any Person, including any Contract containing an area of mutual interest;

(viii) any Contract that licenses material Intellectual Property Rights from a third party, other than “off the shelf” software licenses that are generally commercially available;

(ix) any swap, option, hedge or future Contracts;

(x) any Contracts between Seller and its Affiliates, on the one hand, and the Company, on the other hand;

(xi) any Contracts with employees or officers of the Company that cannot be terminated by the Company at-will, without penalty;

(xii) any Contract with an independent contractor or consultant (x) in excess of one hundred thousand Dollars ($100,000) or (y) that cannot be cancelled by the Company upon thirty (30) or fewer days of notice without penalty;
(xiii) any outstanding agreement of guaranty by the Company in favor of any Person;
(xiv) any Contracts (A) under which any third party provides operating, management, facilities or similar services, or (B) for the provision of staffing services, leased employees, or professional employer organization services
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(xv) each Contract that is a collective bargaining agreement or other labor agreement entered into with any union, works council, or other labor organization by Seller or the Company and which covers any Business Employee; and

(xvi) except for Contracts of the nature described in clauses (i) through
(xv) above, each Contract involving aggregate payments or receipts in excess of one hundred thousand Dollars ($100,000) in any future calendar year that cannot be terminated by such Person or the Company, as applicable, upon thirty (30) days or less notice without payment of a penalty or other Liability.

(b) True and complete copies of all Material Contracts have been made available to Buyer (including any amendments, supplements, restatements or modifications thereto).

(c) Each of the Material Contracts is in full force and effect in all material respects and constitutes a legal, valid and binding obligation of the Company and, to the Knowledge of Seller, of the counterparties to such Material Contracts. Neither the Company nor, to the Knowledge of Seller, any counterparty thereto, is in (or has received written notice that it is in) material default or material breach (or has taken or failed to take any action such that with notice, the passage of time or both it would be in default or breach) under the terms of any such Material Contract and to the Knowledge of Seller, no event has occurred that, with or without notice or lapse of time, or both would constitute a material breach of or material default under, or give rise to a right of termination, cancellation or acceleration of any obligation under any Material Contract. None of Seller or the Company, to the Knowledge of Seller, any other party thereto, has waived any of its material rights under any Material Contract.

3.15	Employees.

(a) The Company does not have, and has never had, nor has any former subsidiary of the Company ever had, any employees. The Company has never had, nor has any former subsidiary of the Company ever had, any agreement with any individual providing services as an independent contractor or as a consultant. Seller has provided Buyer a true and correct list of the names of each employee of Seller who spends all or substantially all of such employee’s work time providing services to the Company (collectively, the “Business Employees”), along with each such Business Employee’s: (i) job title; (ii) location of employment; (iii) base rate of compensation (i.e. annual salary or hourly rate of pay); (iv) status as exempt or non-exempt under the Fair Labor Standards Act; (v) bonus compensation for which he or she is eligible; (vi) hire date and service date (if different); and (vii), if applicable, details of any visa or other work permit.

(b) None of Seller or the Company is, nor has ever been, a party to any collective bargaining agreement or other Contract with a labor union, works council, or similar representative of employees. With respect to the Business Employees there are no, and since January 1, 2021 there have been no, (i) organizing activities by any labor organization, including any union representation petitions or questions, or (ii) material labor disputes, strikes, controversies, slowdowns, unfair labor practices charges, work stoppages, picketing, or lockouts pending or threatened against or affecting the Company.
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(c) Each of Seller and the Company is, and since January 1, 2019, has been, in material compliance with all applicable Laws related to employment or employment practices with respect to the Business Employees and all former employees who, if still employed, would be Business Employees. To the Knowledge of Seller, since January 1, 2021, (i) no allegations of sexual harassment have been made against any Business Employee or former employee who, if still employed, would be a Business Employee, and (ii) none of Seller or the Company has entered into any settlement agreements related to allegations of sexual harassment or sexual misconduct by any Business Employee or former employee who, if still employed, would be a Business Employee. Except as set forth on Schedule 3.15(c), (i) there has not been since January 1, 2021, and there is no pending, (or to the Knowledge of Seller, threatened) Claim or Proceeding against the Company or Seller, and (ii) there has not been since January 1, 2021, and there is no pending (or to the Knowledge of Seller, threatened) audit, inquiry or investigation by a Governmental Authority with respect to the Company or Seller, in each case of clauses (i) and (ii), made by, arising from or with respect to the Business Employees or any former employee of Seller who, if still employed, would be a Business Employee.

3.16	Employee Benefit Plan.

(a) The Company does not currently sponsor, maintain, contribute to or have an obligation to contribute to and has never sponsored, maintained, contributed to or been obligated to contribute to any Plan. The Company is not and has never been a participating employer in any Plan and the Company does not have any actual or contingent liability or obligation under or with respect to any Plan. There does not now exist, nor do any circumstances exist that could reasonably be expected to result in, any liability or obligation (in either case, whether actual or contingent) to the Company (i) under Title IV of ERISA, (ii) under Sections 206(g), 302 or 303 of ERISA, (iii) under Sections 412, 430, 431, 436 or 4971 of the Code, or (iv) as a result of any failure to comply with the requirements of Section 601 et Seq. of ERISA, Section 4980B of the Code or similar state Law.

(b) Seller has made available to Buyer true, correct and complete copies of Seller’s benefits guide as of the

current plan year.

(c) Except as set forth on Schedule 3.16(c), neither the execution of this Agreement nor the transactions contemplated hereby (whether alone or together with any other event) has or will (i) entitle any Business Employee or individual independent contractor to the Company to any material payments or benefits, including any severance benefits or other benefit;
(ai) accelerate the time of payment, funding or vesting of any material compensation or benefits or materially increase the amount of compensation or benefits due any Business Employee or individual independent contractor to the Company; or (iii) result in any amount paid or payable (or benefit provided or to be provided) with respect to any individual who is a “disqualified individual” (as such term is defined in Treasury Regulation Section 1.280G-1) failing to be deductible by reason of Section 280G of the Code or subject to the tax imposed by Section 4999 of the Code.

3.17 Transactions with Affiliates. Except as set forth on Schedule 3.17, neither Seller nor any of its Affiliates (other than the Company) has any interest in or is a party to any Contract with the Company or otherwise relating to their respective assets. As of the Closing, (a) all
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Liabilities by the Company and any Person party to an Affiliate Contract have been paid, settled, netted, cancelled, forgiven, and/or released and (b) all Affiliate Contracts have been terminated, in each case, without any further force or effect following the Closing such that Buyer and the Company, on the one hand, and Seller and its Affiliates (other than the Company), on the other hand, will not have any further Liability to one another in respect thereof following the Closing, except as otherwise contemplated in the Transition Services Agreement.

3.18 Surety Bonds and Credit. Except as listed on Schedule 3.18, neither Seller nor the Company has any obligation to post any material surety bond, letter of credit, guarantee or other form of support (credit or otherwise) in respect of the Company or its Business.

3.19 No Bankruptcy. There are no bankruptcy Proceedings pending against or, to the Knowledge of Seller, threatened against the Company or any of its Assets. As of the date hereof, the Company has neither stopped nor suspended payment of its Indebtedness or other Liabilities, become unable to (or admitted any inability to) pay its Indebtedness or other Liabilities as they mature or become due, or otherwise become insolvent in any jurisdiction. As of the date hereof, the Company has not made any assignment for the benefit of creditors or taken any action with a view to or that would constitute a valid basis for the institution of any such insolvency Proceedings. As of the date hereof, the Company (a) is solvent (in that both the fair value of its Assets are not less than the sum of its debts (including contingent and other Liabilities) as such debts mature or become due and that the present fair saleable value of its Assets are not less than the amount required to pay its liability on any debts as they mature or become due) immediately prior to the consummation of the transactions contemplated by this Agreement; (b) has adequate capital and liquidity with which to conduct the Businesses; and (c) has not incurred debts beyond its ability to pay as the debts mature or become due.

3.20 No Undisclosed Material Liabilities; Indebtedness. Except as set forth on Schedule 3.20, there are no Liabilities of the Company of any kind (whether accrued or fixed, absolute or contingent, matured or unmatured, determined or determinable or otherwise), other than: (a) Liabilities disclosed, reflected, reserved against or otherwise provided for in the Financial Statements or disclosed in the notes thereto; (b) Liabilities not required under GAAP to be disclosed, reflected, reserved against or otherwise provided for in the Financial Statements or disclosed in the notes thereto; and (c) Liabilities, other than Indebtedness, incurred in the ordinary course of business since June 30, 2022. Except as set forth on Schedule 3.20, the Company has no Indebtedness.

3.21 Insurance. Schedule 3.21 sets forth a list of each insurance policy maintained by the Company or by Seller or any of its Affiliates on behalf of the Company. Except as set forth on Schedule 3.21, there is no material claim pending under any such insurance policy with respect to the Business or the Assets of the Company, and none of Seller, the Company or any of their respective Affiliates has received written notice of cancellation of any such insurance policy. Each policy listed on Schedule 3.21 is valid and binding and in full force and effect, and all premiums under such policies that are due and payable on or prior to the date hereof have been paid in full. No written notice of cancellation of, or indication of an intention not to renew, any such insurance policy has been received by the Company other than in the ordinary course of business. Except as would not individually or in the aggregate reasonably be expected to be material to the Business, operations or financial performance of the Company, there is no default under any such policy and
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no insurer has advised Seller or the Company in writing that it intends to reduce coverage, increase premiums or fail to renew any existing policy or binder. Neither the Company nor any of its Affiliates have received any written notice from any insurer of any reservation of rights with respect to any pending or paid claims.

3.22 Bank Accounts. Set forth on Schedule 3.22 is an accurate and complete list showing (a) the name and address of each bank in which the Company has an account or safe deposit box, the number of any such account or any such box and the names of all Persons authorized to draw thereon or act or deal in connection therewith, (b) the names of all Persons, if any, holding powers of attorney from the Company and a summary statement of the terms thereof and (c) the aggregate amount of Cash held by the Company in the bank accounts set forth Schedule 3.22 is equal to or greater than five hundred thousand Dollars ($500,000). Subject to Section 2.2(f), all Cash in the bank accounts set forth Schedule 3.22 shall become the property of Buyer as a result of the consummation of the transactions contemplated by this Agreement and the other Transaction Documents.

3.23 Preferential Rights. No Person has a preferential right to purchase with respect to any of the Assets owned by, or Equity Interests in, the Company as a result of the consummation of the transactions contemplated by this Agreement and the other Transaction Documents.

3.24 Books and Records. Seller has provided to Buyer the Books and Records of the Company. Such Books and Records are (a) accurate and complete in all material respects and (b) accurately reflect the operational history of the Assets in all material respects.

3.25 Condition and Sufficiency of the Assets. Except as set forth on Schedule 3.25, all Assets used in the Business of the Company are in good operating condition and repair (subject to ordinary wear and tear), are adequate for the uses to which they are currently being put, and are sufficient for the operation of the Business as currently conducted in all material respects. None of the Assets are in need of material maintenance or repairs except for ordinary, routine maintenance and repairs that are not material in nature or cost.

3.26 Throughput Data. Schedule 3.26 sets forth historical throughput data and information for the calendar year 2020 and 2021 and for the year to date to March 31, 2022, relating to the Business. Such throughput data and information is accurate and complete in all material respects with respect to the information for each applicable period, respectively, without representations as to any specific monthly volume. The Company has not received any written, or to Knowledge of Seller, oral, notices regarding a material reduction or increase of throughput from any customers.

3.27 Capital Commitments; Capital Expenditures. Except for each Company’s obligations set forth on Schedule 3.27, no material capital expenditures are required to enable any Company to operate the Business in a manner consistent with past practice and as currently operated. Except as set forth on Schedule 3.27, the Company has no obligations for capital commitments or expenditures in excess of one hundred thousand Dollars ($100,000) as of the date hereof.

3.28	Data Privacy and Security.
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(a) To the Knowledge of Seller, no third party has gained unauthorized access to or made any unauthorized use of any information maintained by (or by third parties on behalf of) the Company in a manner that constitutes a breach under any applicable Privacy and Security Law, if any, except unsuccessful security incidents (such as, but not limited to, pings, phishing exercises or other broadcast attacks on the Company’s firewall, port scan, unsuccessful log-on attempts, denials of service or any combination of same).

(b) To the Knowledge of Seller, there are no facts or other information indicating that there have occurred any unauthorized intrusions or breaches of security of the Company’s computer systems or other information technology used or provided by the Company that (i) would require notification pursuant to any Data Security Requirements, or (ii) caused any material disruption to such systems or technology. The Company has adopted and uses commercially reasonable security procedures and systems to identify attempted or successful intrusions or breaches of security of the Company’s systems or other information technology used by the Company.

(c) The Company currently is and has been in compliance in all material respects with applicable Privacy and Security Laws and Data Security Requirements.

3.29	Accounts Receivable; Payable and Purchase Orders.

(a) All of the accounts receivable owing to the Company (“Accounts Receivable”) constitute valid and enforceable claims arising from bona fide transactions for goods sold or services performed in the ordinary course of business, and, to the Knowledge of Seller, the goods and/or services involved have been sold, delivered and/or performed to the account obligors. The Company has not received any written (or, to the Knowledge of Seller, oral) notice of any claims, refusals to pay or other claimed rights of set off against any Accounts Receivables other than in the ordinary course of business and consistent with past practices. To the Knowledge of Seller, no account debtor is insolvent or bankrupt. All accounts receivable on the Company’s most recent balance sheet have been booked in the ordinary course of business consistent with past practices. The accounts receivable arising from the date of the most recent balance sheet through the Closing Date represent valid obligations owing to the Company.

(b) All accounts payable of the Company are legal, valid and binding obligations of the Company and were incurred in the ordinary course of business.

(c) Schedule 3.29 sets forth a true and complete list as of the date hereof of all open orders for the purchase of goods or services by the Company in an amount in excess of one hundred thousand Dollars ($100,000) relating to the Business.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES REGARDING SELLER

Seller hereby represents and warrants (subject to any disclosures in the Schedules) to Buyer as of the date hereof as follows:

4.1 Organization; Good Standing. Seller is duly formed, validly existing and in good standing under the Laws of the State of Delaware and has all required powers and all governmental
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licenses, authorizations, permits, consents and approvals required to carry on its business as now conducted.

4.2 Authority. Seller has the requisite power and authority to execute and deliver this Agreement, to perform its obligations hereunder and to consummate the transactions contemplated hereby. The execution, delivery and performance by Seller of this Agreement, and the performance by Seller of its obligations hereunder, have been duly and validly authorized by all necessary limited liability company action. This Agreement has been duly and validly executed and delivered by Seller and constitutes the legal, valid and binding obligation of Seller enforceable against Seller in accordance with its terms and conditions, except that the enforcement hereof may be limited by applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance, arrangement or other similar Laws relating to or affecting the rights of creditors generally, or by general equitable principles.

4.3 Ownership of the Interests. The Interests are owned beneficially and of record by Seller, free and clear of all Liens, except for Corporate Encumbrances.

4.4 No Conflicts; Consents and Approvals. Except as set forth on Schedule 4.4, the execution and delivery by Seller of this Agreement and the Transaction Documents, and the performance by Seller of its obligations under this Agreement, do not and will not:

(a) violate or result in a breach of the Charter Documents of Seller;

(b) violate or result in a default (or any event that with notice or passage of time or both would give rise to a default) under, or give rise to any right of termination, cancellation, amendment or acceleration (with or without the giving of notice, or the passage of time or both) under any Material Contract to which Seller is a party, except for any such violation or default which would not reasonably be expected to result in a material impairment on Seller’s ability to perform its obligations hereunder;

(c) violate or result in a breach of any Law applicable to Seller, except for such violations or breaches as would not be material; or

(d) require any consent or approval of any Governmental Authority under any Law applicable to Seller, other than immaterial consents or approvals.

4.5 Legal Proceedings. There is no Proceeding pending or to the Knowledge of Seller, threatened against Seller by or before any arbitrator or Governmental Authority that would reasonably be expected to prevent or materially delay the consummation of the transactions contemplated hereby or to materially impair Seller’s ability to perform its obligations under the Transaction Documents to which it is, or will be, a party.

4.6 Broker’s Commissions. Neither Seller nor the Company has, directly or indirectly, entered into any Contract with any Person that would obligate Buyer or any of its Affiliates (including the Company after Closing) to pay any commission, brokerage fee or “finder’s fee” in connection with the transactions contemplated herein.
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4.7 No Bankruptcy. There are no bankruptcy Proceedings pending against, being contemplated by or, to the Knowledge of Seller, threatened against Seller or its Affiliates.

4.8 Financial Resources. Seller has sufficient cash on hand, available lines of credit or other sources of immediately available funds to enable it to make any post-Closing payments which may be required under this Agreement and to otherwise perform its obligations under this Agreement.

4.9 Solvency. Seller is not entering into the transactions contemplated by this Agreement and the Transaction Documents with the intent to hinder, delay or defraud either present or future creditors of Seller or the Company. Immediately after the Closing, and assuming performance by Buyer of its obligations hereunder and thereunder, Seller will (a) be solvent (in both that the fair value of its assets will not be less than the sum of its debts (including contingent and unliquidated Liabilities) and that the present fair saleable value of its assets will not be less than the amount required to pay its probable Liabilities on its debts (including contingent and unliquidated Liabilities) as they become absolute and matured), (b) have adequate and not unreasonably small capital and liquidity with which to engage in its business and (c) be able to pay all of its debts and obligations as such debts and obligations mature.

ARTICLE V
REPRESENTATIONS AND WARRANTIES REGARDING BUYER

Buyer hereby represents and warrants to Seller as of the date hereof (subject to any disclosures in the Schedules) as follows:

5.1 Organization; Good Standing. Buyer is duly formed, validly existing and in good standing under the Laws of its jurisdiction of formation and has all required powers and all governmental licenses, authorizations, permits, consents and approvals required to carry on its business as now conducted.

5.2 Authority. Buyer has all requisite power and authority to enter into this Agreement, to perform its obligations hereunder and to consummate the transactions contemplated hereby. The execution and delivery by Buyer of this Agreement, and the performance by Buyer of its obligations hereunder, have been duly and validly authorized by all necessary corporate action on behalf of Buyer. This Agreement has been duly and validly executed and delivered by Buyer and constitutes the legal, valid and binding obligation of Buyer enforceable against Buyer in accordance with its terms except as the same may be limited by bankruptcy, insolvency, reorganization, fraudulent conveyance, arrangement, moratorium or other similar Laws relating to or affecting the rights of creditors generally or by general equitable principles.

5.3 No Conflicts; Consents and Approvals. The execution and delivery by Buyer of this Agreement does not, and the performance by Buyer of its obligations under this Agreement and the Transaction Documents does not and will not:

(a) violate or result in a breach of its Charter Documents;

(b) violate or result in a default (or any event that with notice or passage of time or both would give rise to a default) under, or give rise to any right of termination, cancellation,
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amendment or acceleration (with or without the giving of notice, or the passage of time or both) under any material Contract to which Buyer is a party, except for any such violation or default which would not reasonably be expected to result in a material impairment on Seller’s ability to perform its obligations hereunder;

(c) violate or result in a breach of any Law applicable to Buyer, except for such violations or breaches as would not be material; or

(d) require any consent or approval of any Governmental Authority under any Law applicable to Buyer, other than immaterial consents or approvals.

5.4 Legal Proceedings. There is no Proceeding pending or to Buyer’s knowledge, threatened against Buyer by or before any arbitrator or Governmental Authority that would reasonably be expected to prevent or materially delay the consummation of the transactions contemplated hereby. or to materially impair Buyer’s ability to perform its obligations under the Transaction Documents to which it is, or will be, a party.

5.5 Acquisition as Investment. Buyer is acquiring the Interests for its own account as an investment without the present intent to sell, transfer or otherwise distribute the same to any other Person in violation of any state or federal securities laws. Buyer has made, independently and without reliance on Seller (other than on the express representations and warranties of Seller set forth in Article III and Article IV), its own analysis of the Interests, the Company and its Assets for the purpose of acquiring the Interests, and Buyer has had reasonable and sufficient access to documents, other information and materials as it considers appropriate to make its evaluations. Buyer acknowledges that the Interests are not registered pursuant to the 1933 Act and that none of the Interests may be transferred, except pursuant to an effective registration statement or an applicable exemption from registration under the 1933 Act. Buyer is an “accredited investor” as defined under Rule 501 promulgated under the 1933 Act.

5.6 Opportunity for Independent Investigation. Buyer is an experienced and knowledgeable investor in the United States. Buyer has conducted its own independent review and analysis of the Business and of the Assets, Liabilities, results of operations, financial condition, technology and prospects of the Company and acknowledges that Buyer has been provided access to personnel, properties, premises and records of the Company for such purpose. In entering into this Agreement, Buyer has relied solely upon the representations, warranties and covenants contained herein and upon its own investigation and analysis of the Company and the Business (such investigation and analysis having been performed by or on behalf of Buyer), and Buyer:

(a) acknowledges and agrees that it has not been induced by and has not relied upon any Due Diligence Information, representations, warranties or statements, whether oral or written, express or implied, made by Seller, the Company or any of their Representatives, Affiliates or agents except for the representations and warranties expressly set forth in this Agreement;

(b) acknowledges and agrees that, except for the representations and warranties expressly set forth in this Agreement, none of Seller, the Company or any of their Representatives, Affiliates or agents makes or has made any representation or warranty, either express or implied,
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as to the accuracy or completeness of any of the information provided or made available to Buyer or its Representatives, Affiliates or agents, including any information, document or material provided or made available, or statements made, to Buyer (including its Representatives, Affiliates and agents) during site or office visits, in any “data rooms,” management presentations or supplemental due diligence information provided to Buyer (including its Representatives, Affiliates and agents), in connection with discussions with management or in any other form in expectation of the transactions contemplated by this Agreement (collectively, the “Due Diligence Information”);

(c) acknowledges and agrees that, except for the representations and warranties expressly set forth in this Agreement, (i) the Due Diligence Information includes certain projections, estimates and other forecasts and certain business plan information, (ii) there are uncertainties inherent in attempting to make such projections, estimates and other forecasts and plans and Buyer is aware of such uncertainties, and (iii) Buyer is taking full responsibility for making its own evaluation of the adequacy and accuracy of all projections, estimates and other forecasts and plans so furnished to it and any use of or reliance by Buyer on such projections, estimates and other forecasts and plans shall be at its sole risk; and

(d) agrees, to the fullest extent permitted by Law, that none of Seller, the Company or any of their respective Representatives, Affiliates or agents shall have any liability or responsibility whatsoever to Buyer or its Representatives, Affiliates or agents on any basis (including in contract or tort, under federal or state securities Laws or otherwise) resulting from the furnishing to Buyer, or from Buyer’s use of, any Due Diligence Information, except for liability or responsibility for the representations and warranties expressly set forth in this Agreement.

(e) Notwithstanding the foregoing, nothing contained in this Section 5.6 shall be deemed to invalidate or otherwise affect any claim of Actual Fraud by Buyer.

5.7 Broker’s Commissions. Buyer has not, directly or indirectly, entered into any Contract with any Person that would obligate Seller or any of its Affiliates to pay any commission, brokerage fee or “finder’s fee” in connection with the transactions contemplated herein.

5.8 Solvency. Immediately after giving effect to the transactions contemplated by this Agreement, assuming the accuracy of the representations and warranties set forth in Article III, Buyer will not (a) be insolvent (either because its financial condition is such that the sum of its debts is greater than the fair value of its assets or because the fair salable value of its assets is less than the amount required to pay its probable liability on its existing debts as they mature), (b) have unreasonably small capital with which to engage in its business or (c) have incurred debts beyond its ability to pay as they become due. In completing the transactions contemplated by this Agreement, Buyer does not intend to hinder, delay or defraud any present or future creditors of the Company.
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ARTICLE VI COVENANTS

6.1	Tax Matters.

(a) Tax Returns.

(i) Seller shall prepare or cause to be prepared any Tax Return of the Company required to be filed after the Closing Date for any Pre-Closing Period. Such Tax Returns shall be prepared on a basis consistent with the past practice of Seller and the Company except to the extent otherwise required by applicable Law. No later than ten

(10) days in advance of the due date for the filing of any such Tax Return, Seller shall deliver a draft of such Tax Return, together with all supporting documentation and workpapers, to Buyer for its review and reasonable comment. Buyer will (x) cause such Tax Return (as revised to incorporate Buyer’s reasonable comments) to be timely filed and will provide a copy thereof to Seller, and (y) timely pay the Taxes shown as due thereon. At least three
(3) days prior to the due date of any such Pre-Closing Period Tax Return, Seller shall pay to Buyer the amount of Taxes shown as due on such Pre-Closing Period Tax Return.

(ai) Buyer shall prepare or cause to be prepared any Tax Return of the Company for any Straddle Periods. Such Tax Returns shall be prepared on a basis consistent with the past practice of Seller and the Company except to the extent otherwise required by applicable Law. No later than ten (10) days in advance of the due date for the filing of any such Tax Return, Buyer shall deliver a draft of such Tax Return, together with all supporting documentation and workpapers, to Seller for its review and reasonable comment. Buyer will (x) cause such Tax Return (as revised to incorporate Seller’s reasonable comments) to be timely filed and will provide a copy thereof to Seller, and

(y) timely pay the Taxes shown due thereon. At least three (3) days prior to the due date of any such Straddle Period Tax Return, Seller shall pay to Buyer the amount of Taxes with respect to such Straddle Period Tax Return allocable to the portion of the Straddle Period ending immediately prior to the Closing Date pursuant to Section 6.1(b).

(b) Proration of Straddle Period Taxes. In the case of Taxes that are payable with respect to any Straddle

Period:

(i) Taxes that are either (A) based upon or related to income or receipts, or (B) imposed in connection with any sale or other transfer or assignment of property (real or personal, tangible or intangible), shall be allocated between the portion of such Straddle Period ending immediately prior to the Closing Date and the portion of such Straddle Period beginning on the Closing Date on a “closing of the books” basis by assuming the books of the Company were closed immediately prior to the Closing Date; provided that exemptions, allowances or deductions that are calculated on an annual basis (including depreciation and amortization deductions) shall be allocated between the portion of such Straddle Period ending immediately prior to the Closing Date and the portion of such Straddle Period beginning on the Closing Date in proportion to the number of days in each period.
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(ai) Taxes that are imposed on a periodic basis with respect to the assets of the Company shall be allocated between the portion of such Straddle Period ending immediately prior to the Closing Date and the portion of such Straddle Period beginning on the Closing Date by prorating each such Tax based on the number of days in the applicable Straddle Period that occur before the Closing Date, on the one hand, and the number of days in such Straddle Period that occur on and after the Closing Date, on the other hand. Consistent with the foregoing, the amount of such Taxes that is allocable to the portion of the Straddle Period (1) ending immediately prior to the Closing Date shall be deemed to be the amount of such Taxes for the entire Straddle Period multiplied by a fraction the numerator of which is the number of calendar days in the portion of the Straddle Period ending immediately prior to the Closing Date, and the denominator of which is the number of calendar days in the entire Straddle Period, and (2) beginning on the Closing Date shall be deemed to be the amount of such Taxes for the entire Straddle Period multiplied by a fraction the numerator of which is the number of calendar days from (and including) the Closing Date through the end of the Straddle Period, and the denominator of which is the number of calendar days in the entire Straddle Period.

(c) Transfer Taxes. Buyer shall bear and pay all transfer, sales, use, stamp, registration or other similar Taxes and any documentary, filing or recording fees resulting from the transfer of the Interests to Buyer pursuant to this Agreement (“Transfer Taxes”). Buyer and Seller shall cooperate in good faith to minimize, to the extent permissible under applicable Law, the amount of any such Transfer Taxes. Buyer shall prepare and file all Tax Returns with respect to Transfer Taxes.

(d) Cooperation. Buyer and Seller shall cooperate fully as and to the extent reasonably requested by the other Party, in connection with the filing of Tax Returns and any audit, litigation or other proceeding with respect to Taxes imposed on or with respect to the assets, operations or activities of the Company (each a “Tax Proceeding”). Such cooperation shall include the retention and (upon the other Party’s request) the provision of records and information which are reasonably relevant to any such Tax Return or Tax Proceeding and making employees available on a mutually convenient basis to provide additional information and explanation of any material provided hereunder.

(e) Amended Tax Returns. No amended Tax Return with respect to a Pre- Closing Period or Straddle Period shall be filed by or on behalf of the Company without the prior written consent of Seller, not to be unreasonably conditioned, withheld or delayed.

(f) Purchase Price Allocation; Tax Treatment.

(bi) For U.S. federal income Tax (and applicable state and local income Tax) purposes, the Parties agree to treat the purchase and sale of the Interests as a purchase and sale of the assets of the Company subject to the liabilities of the Company. Accordingly, Seller shall prepare or cause to be prepared an allocation schedule (the “Allocation Schedule”) allocating the Purchase Price (plus any other items that are properly treated as consideration for U.S. federal income Tax purposes) among the Company’s assets in a manner consistent with Section 1060 of the Code. Seller shall deliver the Allocation Schedule to Buyer within one hundred and twenty (120) days after the
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Closing Date for Buyer’s review and reasonable comments. Within thirty (30) days after receiving such Allocation Schedule, Buyer shall notify Seller in writing if Buyer has any objections to the allocations on the Allocation Schedule and shall specify the basis for any such objections. If Buyer does not notify Seller of any objection to the Allocation Schedule, then it shall be deemed agreed to by Seller and Buyer and the Allocation Schedule shall be final and binding. If Buyer objects to any allocations on the Allocation Schedule, then Seller and Buyer shall negotiate in good faith to resolve any disagreement regarding the Allocation Schedule as soon as practicable (taking into account the due date of any Tax Returns on which the allocation set forth in the Allocation Schedule is required to be reflected) and memorialize the agreed allocation in a final Allocation Schedule, which shall be final and binding. If Buyer and Seller working in good faith are unable to agree on such disputed items on or prior to the 15th day following the date Buyer provides notice to Seller of any objections to the Allocation Schedule, then either Party may refer such dispute to a U.S. firm of neutral, independent public accountants, mutually acceptable to Buyer and Seller, which firm shall make a final and binding determination as to all matters in dispute on a timely basis and promptly shall notify the Parties in writing of its resolution. Such accounting firm handling the dispute resolution shall not have the power to modify or amend any term or provision of this Agreement. The costs of such review and report shall be borne equally by Buyer and Seller. The final Allocation Schedule shall be revised to take into account subsequent adjustments to the Purchase Price (or the adjustments thereto for U.S. federal income Tax purposes), in accordance with the provisions of Section 1060 of the Code and the Treasury Regulations thereunder, using the methodology described in this Section 6.1(f)(i).

(ii) Buyer and Seller shall file all Tax Returns for Tax purposes consistent with the allocation agreed to by Seller and Buyer, or as determined pursuant to Section 6.1(f)(i). None of Buyer, Seller, the Company or their respective Affiliates shall take any position on any filed Tax Return that is inconsistent with such allocation unless required to do so by applicable Law. If any Governmental Authority disputes the tax treatment described in, or the allocation as determined pursuant to, Section 6.1(f)(i), the Party receiving notice of the dispute shall promptly notify the other Party of such dispute. Notwithstanding anything in this Section 6.1(f) to the contrary, neither Party shall be unreasonably impeded in its ability and discretion to negotiate, compromise and/or settle any Tax audit, claim or similar proceedings in connection with such allocation.

6.2 Public Announcements. The Parties will maintain the confidentiality of this Agreement and its terms except that any Party may disclose this Agreement or any of its terms to any of the following if advised of the confidentiality obligations of such information: (a) any direct and indirect holders of Equity Interests in such Party or any Affiliate of such Party and (b) any potential lender to such Party. No Party hereto shall issue any press release or make any public statement with respect to this Agreement or the transactions contemplated hereby without the prior written consent of Buyer and Seller (such consent not to be unreasonably withheld, conditioned or delayed); provided that, in each case, Buyer or Seller, as applicable, shall have the right to reasonably review and comment on such public announcement prior to publication; provided, further, that the foregoing shall not restrict disclosures (i) to the extent requested or required (upon advice of counsel) by applicable Law or regulations or the applicable rules of any stock exchange having jurisdiction over the Parties or their respective Affiliates, or (ii) made by either Party
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without reference to the other Party, the Confidential Information or any of the material terms of this Agreement or the transactions contemplated hereby.

6.3 Further Assurances. Subject to the terms and conditions of this Agreement, at any time or from time to time after the Closing, at any Party’s request and without further consideration, the other Party shall (and in the case of Buyer, Buyer shall and shall cause the Company to) execute and deliver to such Party such other instruments of sale, transfer, conveyance, assignment and confirmation, provide such materials and information and take such other actions as such Party may reasonably request in order to consummate the transactions contemplated hereby.

6.4 R&W Policy. As of the date hereof, Buyer has obtained and conditionally bound the R&W Policy, which policy expressly provides that (a) the R&W Insurer has waived or otherwise shall not pursue any subrogation, contribution or other rights against Seller or any of its Affiliates and/or any of their respective past, present or future Representatives, except in the case of Actual Fraud by Seller, and (b) each of Seller, its Affiliates, and their respective past, present or future Representatives may rely upon and enforce such waiver of subrogation, contribution and other rights as express third party beneficiaries of such waiver of subrogation, contribution and other rights provisions. The aggregate amount of the premium with respect to the R&W Policy, together with the related underwriting fees, due diligence fees, net brokerage fees, premium Taxes and any other fees of the R&W Insurer relating to the R&W Policy (the “R&W Premium”) shall be timely paid or caused to be paid by Buyer. From and after inception of the R&W Policy, unless terminated in its entirety, Buyer shall not (and shall cause its Affiliates not to) amend, modify, or otherwise change, terminate, or waive any provision of the R&W Policy in a manner materially adverse to Seller, any of its Affiliates or any of their respective Representatives, including any rights of the R&W Insurer to subrogate or seek recovery from Seller, any of Seller’s Affiliates or any of Seller’s Representatives.

6.5 Confidentiality. Except as otherwise expressly contemplated in this Agreement or required by applicable Law, including securities regulations, or the applicable rules of any stock exchange having jurisdiction over the Parties or their respective Affiliates or any listing agreement with any securities exchange, the Parties will maintain the Confidential Information and any confidentiality obligations under this Agreements and its terms except that any Party may disclose this Agreement or any of its terms to any of the following if advised of the confidentiality obligations of such information: (a) any direct and indirect holders of Equity Interests in such Party or any Affiliate of such Party and (b) any lender or potential lender to such Party; provided that such disclosing Party shall be responsible for any breach of this Section 6.5 by any such Persons who receive such information from the respective disclosing Party.

6.6	Continuing Indemnification.

(a) Buyer shall, and shall cause its subsidiaries (including after the Closing, the Company) to, ensure that all rights to exculpation, indemnification and advancement of expenses now existing in favor of the directors, managers, and officers of the Company (“D&O Indemnified Persons”) as provided in the respective governing documents and indemnification agreements, including Charter Documents, to which the Company is a party, shall survive the Closing and shall continue in full force and effect for a period of six (6) years from the Closing Date. During such
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time period, the indemnification agreements and the provisions with respect to indemnification and limitations on liability set forth in such Charter Documents shall not be amended, repealed or otherwise modified (unless required by Law) in a manner that is adverse to any such Person; provided that all rights to indemnification and advancement of expenses in respect of any Proceeding arising out of or related to matters existing or occurring at or prior to the Closing and asserted or made within such six-year period (each a “D&O Claim”) shall continue until the final disposition of such Proceeding.

(b) The obligations of Buyer and the Company under this Section 6.6 shall survive the Closing and shall not be terminated or modified in such a manner as to affect adversely and materially any D&O Indemnified Person to whom this Section 6.6 applies without the consent (which consent shall not be unreasonably withheld or delayed) of such affected Seller Indemnified Party (it being expressly agreed that the D&O Indemnified Persons to whom this Section 6.6 applies shall be third party beneficiaries of this Section 6.6, each of whom may enforce the provisions of this Section 6.6).

(c) In the event that Buyer, the Company or any of their respective successors or assigns (i) consolidates with or merges into any other Person and shall not be the continuing or surviving Person in such consolidation or merger or (ii) transfers all or substantially all of its properties and assets of the Company to any Person, then, and in either such case, proper provision shall be made so that the successors and assigns of Buyer or the Company, as the case may be, shall assume all of the obligations set forth in this Section 6.6. The agreements and covenants contained herein shall not be deemed to be exclusive of any other rights to which any D&O Indemnified Person is entitled, whether pursuant to Law, Contract or otherwise. Nothing in this Agreement is intended to, shall be construed to or shall release, waive or impair any rights to directors’ and officers’ insurance claims under any policy that is or has been in existence with respect to the Company or its officers, directors and employees, it being understood and agreed that the rights provided for in this Section 6.6 are not prior to, or in substitution for, any such claims under any such policies.


6.7	Waiver of Other Representations.

(a) NOTWITHSTANDING ANYTHING IN THIS AGREEMENT TO THE CONTRARY, IT IS THE EXPLICIT INTENT OF EACH PARTY, AND THE PARTIES HEREBY AGREE, THAT NEITHER SELLER NOR ANY OF ITS AFFILIATES OR THEIR RESPECTIVE REPRESENTATIVES HAS MADE OR IS MAKING ANY REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, WRITTEN OR ORAL, INCLUDING ANY IMPLIED REPRESENTATION OR WARRANTY AS TO THE CONDITION, MERCHANTABILITY, USAGE, SUITABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT TO THE INTERESTS, THE COMPANY, THE ASSETS OF THE COMPANY OR THE BUSINESS OF THE COMPANY, OR ANY PART THEREOF, EXCEPT THOSE REPRESENTATIONS AND WARRANTIES EXPRESSLY CONTAINED IN ARTICLE III AND ARTICLE IV.

(b) EXCEPT THOSE REPRESENTATIONS AND WARRANTIES EXPRESSLY CONTAINED IN ARTICLE III AND ARTICLE IV, THE INTERESTS ARE BEING TRANSFERRED “AS IS, WHERE IS, WITH ALL FAULTS,” AND SELLER, ITS


Confidential

40

AFFILIATES AND THEIR RESPECTIVE REPRESENTATIVES EXPRESSLY DISCLAIM ANY REPRESENTATIONS OR WARRANTIES OF ANY KIND OR NATURE, EXPRESS OR IMPLIED, AS TO THE CONDITION, VALUE OR QUALITY OF THE COMPANY OR ITS ASSETS OR THE PROSPECTS (FINANCIAL OR OTHERWISE), RISKS AND OTHER INCIDENTS OF THE COMPANY OR ITS ASSETS.

6.8	Employment Matters.

(a) Beginning on the date of this Agreement and continuing throughout the term of the Transition Services Agreement, Seller shall make available to Buyer each of the Business Employees to discuss potential employment with Buyer or an Affiliate of Buyer. Buyer shall have sole discretion in determining which Business Employees will be offered employment. A Business Employee who receives an offer of employment from Buyer or an Affiliate of Buyer pursuant to this Section 6.8 is referred to herein as an “Offered Employee”. Any employment offers made by Buyer or an Affiliate of Buyer shall be on such terms and conditions as Buyer in its sole discretion shall determine and may be contingent upon the Offered Employee’s successful completion of pre-employment screening. The offers of employment made by Buyer or an Affiliate of Buyer shall be for employment commencing, as determined by Buyer in its sole discretion, no earlier than the Closing Date and no later than the first day immediately following the last day of the Transition Services Agreement, except regarding any Offered Employee who is on an approved leave of absence, in which case the offer shall be for employment commencing as of the date on which such Offered Employee is eligible to return to work (provided that such return occurs within one hundred eighty (180) days after the intended employment commencement date as set forth in the employment offer or such later time as may be required by applicable Law). Seller shall not interfere with any offer or negotiations by Buyer or an Affiliate of Buyer to employ any Business Employee or discourage any Business Employee from accepting employment with Buyer or an Affiliate of Buyer. Seller shall (i) accept the resignation of each Offered Employee who accepts an offer of employment from Buyer or an Affiliate of Buyer immediately preceding such employee’s Hire Date and (ii) waive any restrictive covenants or other obligations to which any Offered Employee may be subject pursuant to an agreement with Seller or the Company that would interfere with such employee’s employment with Buyer or an Affiliate of Buyer. Following Buyer or its Affiliate’s hire of any Business Employees, Seller shall cooperate with Buyer, in accordance with applicable Law, to provide any records related to such Business Employees that Buyer or its Affiliate is obligated to maintain, if any. An Offered Employee who accepts an offer of employment from Buyer and timely commences employment with Buyer shall be a “Hired Employee” and the date on which such Hired Employee commences employment with Buyer shall be the “Hire Date.”

(b) Seller shall be responsible for payment of all obligations required or committed to the Business Employees with respect to periods of employment with Seller and its Affiliates, including salaries, wages, payroll taxes, retirement, vacation pay, and any other obligations and expenses of any kind arising out of the employment by, or termination from the employment of, Seller or its Affiliates of such employees. Buyer shall be responsible for payment of all obligations required or committed to the Hired Employees with respect to periods of employment with Buyer and its Affiliates, including salaries, wages, payroll taxes, retirement, vacation pay, and any other obligations and expenses of any kind arising out of the employment by, or termination from the employment of, Buyer or its Affiliates of such employees.
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(c) Nothing contained herein, whether express or implied, will (i) obligate Buyer or any Affiliate thereof to retain any Hired Employees for any specific period or on any particular terms and conditions, (ii) be treated as an amendment or other modification of any Seller Plan or Plan of Buyer, or (iii) limit the right of Buyer or any Affiliate thereof to amend, terminate or otherwise modify any Plan of Buyer following the Closing. Buyer and Seller acknowledge and agree that all provisions contained in this Section 6.8 with respect to Business Employees are included for the sole benefit of Buyer and Seller, and that nothing herein, whether express or implied, shall create any third party beneficiary or other rights (i) in any Person, including any Business Employees or former employees of Seller or its Affiliates, any participant in any Seller Plan or Plan of Buyer, or any dependent or beneficiary thereof, or (ii) to continued employment with Buyer or any Affiliate thereof.

ARTICLE VII MISCELLANEOUS

7.1	No Survival; Exclusive Remedy

(a) Subject to and except as expressly provided in Section 7.1(c) and Section 7.2, none of the representations, warranties, covenants or agreements in this Agreement or in any instrument delivered pursuant to this Agreement shall survive the Closing and all rights, claims and causes of action (whether in Contract or in tort or otherwise, or whether at Law or in equity) with respect thereto shall terminate at the Closing; provided that this Section 7.1(a) shall not limit any covenant or agreement of Seller that is to be performed after the Closing, which covenants and agreements shall survive the Closing until fully performed as provided in Section 7.1(c).

(b) Notwithstanding anything contained herein to the contrary, except in the case of Actual Fraud, recovery against the R&W Policy shall be Buyer’s exclusive remedy following Closing solely with respect to breaches of representations and warranties of Seller in this Agreement (other than breaches of Seller Fundamental Representations), including, for the avoidance of doubt, whether Buyer obtains such R&W Policy at or after the Closing, if at all, and maintains, following the Closing, the R&W Policy, whether the R&W Policy is revoked, cancelled or modified in any manner after the Closing, or whether any Proceeding by Buyer or any of its Affiliates or Representatives is denied under the R&W Policy. Without limiting the generality of the foregoing and notwithstanding anything to the contrary herein, except in the case of Actual Fraud, Buyer acknowledges and agrees that, from and after the Closing, its sole and exclusive remedy with respect to any and all Claims arising out of, concerning or relating, directly or indirectly, to the subject matter of this Agreement, the Interests, the Company, the Company’s Assets, the Business or the transactions contemplated hereby, regardless of the legal theory under which such liability or obligation may be sought to be imposed, whether sounding in contract or tort, or whether at law or in equity, or otherwise, shall be recovery against (i) the R&W Policy or (ii) pursuant to the indemnification provisions, subject to the limitations, in this Article VII and Buyer shall have no other remedy or recourse with respect to any of the foregoing other than specific performance pursuant to, and subject to the terms and conditions of Section 7.20. Notwithstanding anything to the contrary in this Agreement, the survival period set forth in this Section 7.1 shall not affect or otherwise limit any claim made or available under the R&W Policy. For the avoidance of doubt, the absence of coverage under the R&W Policy for any reason, including due to exclusions from coverage thereunder or the failure of the R&W Policy to be in



Confidential

42

full force and effect for any reason, shall not expand, alter, amend, change or otherwise affect Seller’s or its Affiliates’ or Representatives’ or any of their respective successors’ and assigns’ liability under this Agreement.

(c) Notwithstanding Section 7.1(a) or any other provision in this Agreement,
(i) the Fundamental Representations shall survive the Closing until the termination of the statute of limitations for any underlying claim and (ii) all covenants and agreements of the Parties contained in this Agreement that are to be performed in whole or in part after the Closing shall survive until performance thereof has been completed and shall thereafter be of no further force or effect. Notwithstanding any provision in this Agreement, nothing in this Agreement shall affect the survival periods under the R&W Policy.

(d) Notwithstanding anything to the contrary in this Agreement, with respect to determining (i) whether there has been a breach of, or whether there is any inaccuracy in, any representation or warranty made by Seller in this Agreement and (ii) the amount of any Losses incurred or suffered in connection with such breach or inaccuracy, all references to “material”, “materially” or “materiality” and “Material Adverse Effect” and terms of similar effect will be disregarded and such representations and warranties shall be interpreted as if those disregarded terms were not included; provided, however, that this Section 7.1(d) shall not apply to any reference to a Material Contract or a material Permit.

(e) No Indemnifying Party will be liable for any Losses that are subject to indemnification under Section 7.2 unless a written demand for indemnification under this Agreement is delivered by the Indemnified Party to the Indemnifying Party with respect thereto prior to 5:00 P.M. Central Time on the date pursuant to this Section 7.1 on which the survival period of the applicable representations and warranties or covenants expires, to assert a Claim for indemnification describing such Claim in reasonable detail, including the factual circumstances giving rise to and the provisions under this Agreement on which such Claim is based. In the event notice of any claim for indemnification under this Article VII has been given within the applicable survival period, the representations, warranties or covenants that are the subject of such Indemnification Claim shall survive solely with respect to such claim until such time as such claim is finally resolved, it being understood that such representations, warranties and covenants shall not survive with respect to any other claim that has not been timely given within such survival period.

(f) SUBJECT TO THE TERMS SET FORTH IN THIS SECTION 7.1, IN FURTHERANCE OF THE FOREGOING, BUYER HEREBY WAIVES AND RELEASES FROM AND AFTER THE CLOSING, TO THE FULLEST EXTENT PERMITTED UNDER LAW, AND AGREES NOT TO SUE, FOR ANY AND ALL CLAIMS (OTHER THAN CLAIMS FOR ACTUAL FRAUD AND/OR EQUITABLE RELIEF RELATED TO THE BREACH OF ANY COVENANT OR AGREEMENT OF SELLER CONTAINED IN THIS AGREEMENT REQUIRING PERFORMANCE AFTER THE CLOSING) BUYER OR ANY OF ITS AFFILIATES, INCLUDING THE COMPANY WITH RESPECT TO THE PERIOD FROM AND AFTER THE CLOSING DATE, MAY HAVE AGAINST SELLER OR ANY OF ITS AFFILIATES, INCLUDING THE COMPANY WITH RESPECT TO THE PERIOD PRIOR TO THE CLOSING DATE, OR ANY OF THEIR RESPECTIVE OFFICERS, DIRECTORS, MANAGERS, EMPLOYEES, AGENTS OR ADVISORS RELATING TO OR ARISING FROM
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(I) THIS AGREEMENT AND THE OTHER TRANSACTION DOCUMENTS AND THE TRANSACTIONS CONTEMPLATED HEREBY AND THEREBY, OR (II) THE BUSINESS, THE INTERESTS, OR THE ASSETS OF THE COMPANY OR THE BUSINESS OR (III) ANY ACTIONS OR OMISSIONS BY ANY OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, SELLER OR ANY OF THEIR RESPECTIVE AFFILIATES, IN SUCH PERSON’S CAPACITY AS SUCH, OR BY SELLER, IN ITS CAPACITY AS A MEMBER OF THE COMPANY PRIOR TO THE CLOSING, PROVIDED ANY SUCH ACTIONS WERE TAKEN OR OMISSIONS WERE AVOIDED, IN EACH CASE, IN GOOD FAITH, AND REGARDLESS OF WHETHER BASED ON CONTRACT, TORT, STRICT LIABILITY, OTHER LAW OR OTHERWISE AND WHETHER OR NOT ARISING FROM SELLER’S OR ANY OF ITS AFFILIATES’ SOLE, JOINT OR CONCURRENT NEGLIGENCE, STRICT LIABILITY OR OTHER FAULT.

(g) Notwithstanding anything to the contrary contained in this Agreement, in the case of Actual Fraud by a Party, the other Party shall have all of the remedies available to it at law or in equity without giving effect to any of the limitations set forth in this Article VII.

7.2	Indemnification by Seller.

(a) Seller hereby agrees to indemnify and hold harmless Buyer, its Affiliates and the respective directors, managers, officers, employees, successors and permitted assigns of any of the foregoing (“Buyer Indemnified Parties”) from and against any and all Losses which any of them may suffer, sustain or become subject to, as the result of, arising out of, relating to or in connection with:

(i) any misrepresentation or breach of any of the Seller Fundamental Representations made by Seller

in this Agreement;

(ii) the breach by Seller of any covenant in this Agreement or any Transaction Document by Seller;

(iii) (A) any Taxes of Seller, (B) any Taxes of the Company for all Pre- Closing Periods, and (C) with respect to any Straddle Period, any Taxes of the Company attributable to the portion of such Straddle Period ending immediately prior to the Closing Date; and

(iv) any Indebtedness of the Company outstanding as of the Closing to the extent not deducted in the

Purchase Price;

(b) Buyer hereby agrees to indemnify and hold harmless Seller, its Affiliates and the respective directors, managers, officers, employees, successors and permitted assigns of any of the foregoing (“Seller Indemnified Parties”) from and against any and all Losses which any of them may suffer, sustain or become subject to, as the result of, arising out of, relating to or in connection with:

(i) any misrepresentation or breach of any of the Buyer Fundamental Representations made by Buyer in this Agreement; and
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(ai) the breach by Buyer of any covenant in this Agreement or any Transaction Document by Buyer. 7.3 Indemnification Order of Recovery.

(a) In the event any Buyer Indemnified Parties seek indemnification from Seller for Losses arising based on matters set forth in Section 7.2(a), Buyer shall first use commercially reasonable efforts to promptly seek collection and recovery pursuant to the R&W Policy to the fullest extent of the limits under the R&W Policy; provided, however, that nothing shall require Buyer to commence litigation to recover proceeds under such R&W Policy. In the event Buyer is unable to recover for such Losses in accordance with the foregoing, Buyer may seek recovery for such Losses directly from Seller.

(b) Subject to Section 7.3(a), in the event Buyer Indemnified Parties seek indemnification from Seller for any Losses arising from Actual Fraud or any other matters set forth in Section 7.2, Buyer may seek recovery for such Losses directly from Seller.

7.4	Limits on Indemnification.

(a) Notwithstanding anything to the contrary herein, absent Actual Fraud, in no event shall the aggregate liability of Seller in connection with this Agreement or the Transaction Documents, including the transactions contemplated herein and therein, exceed the Purchase Price.

(b) The Buyer Indemnified Parties shall take, and shall cause the Company to take, all commercially reasonable steps to mitigate a Loss upon becoming aware thereof and of the event which gives rise thereto and will each also use commercially reasonable efforts to pursue claims and collect any amounts to which they may be entitled under insurance policies or from third parties (pursuant to indemnification agreements or otherwise). The Parties agree that the Buyer Indemnified Parties shall have no recourse under this Article VII for any Losses that the Buyer Indemnified Parties would not have suffered had such party exercised commercially reasonable efforts to mitigate such Losses within a reasonable amount of time following the discovery by such party of the fact, event or circumstance giving rise to such Losses (and for any Buyer Indemnified Party that is not a natural Person, the bringing to the attention of a responsible officer thereof of such fact, event or circumstance).

(c) The amount of any and all Losses indemnifiable under this Agreement shall be determined net of any amounts actually recovered by a Buyer Indemnified Party (or any of its Affiliates) with respect to such Losses from any third party, including any indemnity, contribution or other similar payment, or under or pursuant to any insurance policy pursuant to which or under which such Buyer Indemnified Party (or any of its Affiliates) has rights (including the R&W Policy), it being understood that any amounts recovered under or pursuant to any insurance policy shall be calculated net of any reasonable costs associated with pursuing such insurance proceeds and reasonable out-of-pocket costs and any costs or expenses attributable to increases in insurance premiums. If Seller has actually indemnified or held harmless Buyer or another Buyer Indemnified Party upon a claim for indemnification pursuant to this Agreement and, subsequently, there is an actual payment under the R&W Policy (whether to Buyer, another insured under the R&W Policy or a third party) for a claim involving the same or related facts that gave rise to the indemnification
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claim, then Buyer shall (or shall cause the other insured under the R&W Policy to) use such insurance proceeds (net of any costs of recovery or other reasonable costs and expenses related to the insurance claim) and promptly reimburse Seller for any indemnification amount previously paid by Seller.

(d) Notwithstanding anything to the contrary contained in this Agreement, under no circumstances will any Party or any of its Affiliates be entitled to recover more than one time for any Loss under this Agreement, and to the extent a Party or any of its Affiliates is compensated for a matter through the adjustments provided for in Section 2.6 or otherwise, such Party and its Affiliates will not have a separate right to indemnification or adjustment in another portion of Section 2.6 for such matter. Without limiting the generality of the prior sentence, if a set of facts, conditions or events constitutes a breach of more than one representation, warranty, covenant or agreement that is subject to the indemnification obligations under this Article VII as applicable, only one recovery of Losses shall be allowed, and in no event shall there be any indemnification or duplication of payments or recovery under different provisions of this Agreement arising out of the same facts, conditions or events.

7.5	Indemnification Procedures.

(a) In the event that any Proceedings shall be instituted, or that any Claim shall be asserted, by any third party in respect of which payment may be sought under Section 7.2 hereof (excluding any Proceeding of a claim in respect of which payment is sought solely from the R&W Policy) (an “Indemnification Claim”), the Indemnified Party shall promptly cause written notice of the assertion of any Indemnification Claim of which it has knowledge which is covered by this Agreement to be forwarded to the Indemnifying Party, including reasonable supporting details (including an estimate of the Losses associated therewith) and copies of all correspondence related thereto. The failure of the Indemnified Party to give reasonably prompt notice of any Indemnification Claim shall not release, waive or otherwise affect the Indemnifying Party’s obligations with respect thereto except to the extent that the Indemnifying Party is materially prejudiced as a result of such failure. With respect to any Indemnification Claim, the Indemnifying Party shall be entitled, at its sole cost and expense, (i) to participate in the defense of such Indemnification Claim to the extent giving rise to the Indemnified Party’s claim for indemnification or (ii) at its option (subject to the limitations set forth below), to assume control of such defense and appoint lead counsel reasonably acceptable to the Indemnified Party; provided that, as a condition precedent to the Indemnifying Party’s right to assume control of such defense, it must first notify the Indemnified Party in writing within thirty days after the Indemnified Party has given notice of the Indemnification Claim that the Indemnifying Party will indemnify the Indemnified Party from and against the entirety of any Losses (without any limitations) the Indemnified Party may suffer resulting from, arising out of, relating to, or caused by the Indemnification Claim in accordance with the terms of this Agreement (including the limitations set forth in Section 7.4). Notwithstanding the foregoing, the Indemnifying Party shall not have the right to assume control of such defense if the Indemnification Claim for which the Indemnifying Party seeks to assume control (I) seeks non-monetary relief, (II) involves criminal or quasi- criminal allegations, (III) involves a claim by a Governmental Authority that would adversely affect the licensure, enrollment or certification of any of the Parties or their Affiliates, or (IV) involves a claim that, in the good faith judgment of the Indemnified Party, the Indemnifying Party failed or is failing to prosecute or defend in good faith.
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(b) In the event that the Indemnifying Party fails to elect to assume control of the defense of any Indemnification Claim in the manner set forth in this Section, the Indemnified Party may defend against, and consent to the entry of any judgment or enter into any settlement with respect to, the Indemnification Claim in any manner it may deem appropriate (and the Indemnified Party need not consult with, or obtain any consent from, any Indemnifying Party in connection therewith). If the Indemnifying Party has not yet admitted its liability to defend the Indemnified Party against a third party Claim, the Indemnified Party shall send written notice to the Indemnifying Party of any proposed settlement and the Indemnifying Party shall have the option for ten (10) days following receipt of such notice to (i) admit in writing its liability to indemnify the Indemnified Party from and against the Loss and if liability is so admitted, either

(a) consent to such settlement or (b) reject, in its reasonable judgment, the proposed settlement or

(ai) deny liability. Any failure by the Indemnifying Party to respond to such notice shall be deemed to be an election under clause (ii) above.

(c) If the Indemnifying Party is controlling the defense of any Indemnification Claim in accordance with this Agreement, (i) the Indemnified Party may nonetheless participate, at his, her or its own expense, in the defense of such Indemnification Claim, and (ii) the Indemnifying Party will not settle or compromise any Indemnification Claim or permit a default or consent to entry of any judgment without the prior written consent of the Indemnified Party (such consent not to be unreasonably withheld, conditioned, or delayed); provided, that the Indemnified Party shall have no obligation of any kind to consent to the entrance of any judgment or into any settlement unless such judgment or settlement (A) is for only money damages, the full amount of which shall be paid by or on behalf of the Indemnifying Party and (B) includes, as a condition thereof, an express, unconditional release of the Indemnified Party from any liability or obligation with respect to such Indemnification Claim.

(d) Irrespective of which party controls the defense of any Indemnification Claim, the other parties to this Agreement will, and will cause any non-party Affiliate to, cooperate with the controlling party in such defense and make available to the controlling party all witnesses, pertinent records, materials and information in such non-controlling party’s possession or under its control relating thereto as is reasonably required by the controlling party. The parties agree that all communications between any party and counsel responsible for or participating in the defense of any Indemnification Claim shall, to the extent possible, be made so as to preserve any applicable attorney-client or work-product privilege.

(e) If an Indemnified Party seeks indemnification under this Article VII with respect to any matter that does not involve an Indemnification Claim, the Indemnified Party shall give written notice to the Indemnifying Party promptly after discovering the liability, obligation or facts giving rise to such claim for indemnification, describing the nature of the claim in reasonable detail, the amount thereof (if known and quantifiable), and the basis thereof; provided, that any failure to so notify or any delay in notifying the Indemnifying Party shall not relieve the Indemnifying Party of its or his obligations hereunder except to the extent that the Indemnifying Party is materially prejudiced by such failure or delay, and provided further, that the Buyer Indemnified Parties shall be responsible to submit claims in respect of the R&W Policy. If the Indemnifying Party has delivered an indemnity dispute notice to the Indemnified Party, the Indemnifying Party and the Indemnified Party shall proceed in good faith to negotiate a resolution to such dispute. If the Indemnifying Party and the Indemnified Party cannot resolve such dispute
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within thirty (30) days after delivery of the indemnity dispute notice, such dispute shall be resolved in accordance with Section 7.19.

(f) Any indemnification payment due and owing pursuant to this Article VII shall be effected by wire transfer of immediately available funds to an account designated by the Indemnified Party within five (5) Business Days after the determination of the amount thereof, whether as a result of a final decision, judgment or award having been rendered by a Governmental Authority of competent jurisdiction and the expiration of the time in which to appeal therefrom, or a settlement shall have been consummated, or the Indemnified Party and the Indemnifying Party shall have arrived at a mutually binding agreement with respect to an Indemnification Claim hereunder; provided, that, that any payments required to be made in accordance with the R&W Policy shall be submitted by Buyer pursuant to the R&W Policy.

(g) Notwithstanding anything to the contrary in this Section 7.5, to the extent that coverage may be available in respect of any Indemnification Claim under the R&W Policy, the R&W Insurer shall have the rights contemplated by the R&W Policy in connection with the control or participation in the defense of such Indemnification Claim, and this Section 7.5 shall not apply to the extent the rights or obligations set forth in this Section 7.5 conflict with the R&W Policy.

7.6 Access to Information. After the Closing Date, Seller and Buyer shall grant each other (or their respective designees), and Buyer shall cause the Company to grant to Seller (or its designee), access at all reasonable times to all of the Books and Records and shall afford the other party the right (at such party’s expense) to take extracts therefrom and to make copies thereof, to the extent reasonably necessary to implement the provisions of, or to investigate or defend any Claims among the Parties and/or their Affiliates arising under, this Agreement. Buyer shall maintain, and shall cause the Company to maintain, such Books and Records until the seventh (7th) anniversary of the Closing Date (or for such longer period of time as Seller shall advise Buyer is necessary in order to have the Books and Records available with respect to Tax matters), or if any of the Books and Records pertain to any Claim or Dispute pending on the seventh (7th) anniversary of the Closing Date, Buyer shall maintain any of the Books and Records designated by Seller or its Representatives until such Claim or Dispute is finally resolved and the time for all appeals has been exhausted.

7.7 Dispute Resolution. In the event of any dispute, controversy or Claim between the Parties arising out of or relating to this Agreement, or the breach or invalidity thereof (collectively, a “Dispute”). The Parties agree to attempt to resolve all Disputes arising hereunder promptly, equitably and in a good faith manner, provided that either Party may seek to enforce his rights and remedies under this Agreement at any time. The Parties further agree to provide each other with reasonable access during normal business hours to any and all non-privileged records, information and data pertaining to such Dispute, upon reasonable advance notice.

7.8 Damages Waiver. NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THIS AGREEMENT, NEITHER PARTY SHALL BE LIABLE TO THE OTHER PARTY OR TO SUCH OTHER PARTY’S INDEMNIFIED

PARTIES FOR SPECIAL, INDIRECT, CONSEQUENTIAL (EXCEPT TO THE EXTENT SUCH DAMAGES CONSTITUTE DIRECT DAMAGES AND WERE THE NATURAL, PROBABLE, AND REASONABLY
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FORESEEABLE  CONSEQUENCE  OF  THE  RELEVANT  BREACH  OF  ACTION),  PUNITIVE  OR  EXEMPLARY

DAMAGES SUFFERED BY SUCH PARTY RESULTING FROM OR ARISING OUT OF THIS AGREEMENT, THE OTHER TRANSACTION DOCUMENTS OR THE TRANSACTIONS CONTEMPLATED HEREIN OR THEREIN, EXCEPT TO THE EXTENT ANY SUCH PARTY SUFFERS SUCH DAMAGES TO A THIRD PARTY, WHICH DAMAGES (INCLUDING COSTS OF DEFENSE AND REASONABLE ATTORNEYS’ FEES INCURRED IN CONNECTION WITH DEFENDING AGAINST SUCH DAMAGES), IN EACH CASE SHALL NOT BE EXCLUDED BY THIS PROVISION AS TO RECOVERY HEREUNDER.

7.9	Notices.

(a) Unless this Agreement specifically requires otherwise, any notice, demand or request provided for in this Agreement, or served, given or made in connection with it, shall be in writing and shall be deemed properly served, given or made if delivered in person or sent by electronic delivery (including email, facsimile or delivery of a document in Portable Document Format), by registered or certified mail, postage prepaid or by a nationally recognized overnight courier service that provides a receipt of delivery, in each case, to the Parties at the addresses specified below:

If to Seller, to:

Summit Midstream Holdings, LLC 910 Louisiana Street, Suite
4200 Houston, TX 77002

Attn: James Johnston

Email: James.Johnston@summitmidstream.com With copies (which shall not

constitute notice) to:

Locke Lord LLP
600 Travis Street, Suite 2800 Houston, Texas 77002

Attention: H. William Swanstrom and Jennie Simmons

Email: BSwanstrom@lockelord.com and jennie.simmons@lockelord.com If to Buyer, to:

Steel Reef US Corp.
c/o Steel Reef Infrastructure Corp.
#1200, 333 7th Avenue SW Calgary, AB T2P 2Z1 Attn: Jodi Wilson

Email: jodi.wilson@steelreef.ca
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With a copy (which shall not constitute notice) to:

Bracewell LLP 711 Louisiana St.,
Suite 2300 Houston, Texas 77002 Attn: Patrick K. Johnson

Email: Patrick.johnson@bracewell.com

(b) Notice given by personal delivery, mail or overnight courier pursuant to this Section 7.9 shall be effective upon physical receipt. Notice given by email, facsimile or other electronic transmission pursuant to this Section 7.9 shall be effective as of the date of confirmed delivery if delivered before 5:00 P.M. Central Time on any Business Day at the place of receipt (provided that such intended recipient shall have an affirmative duty to reply promptly upon receipt if received during business hours; and provided further, that an automated response from the email account or server of the intended recipient shall not constitute an affirmative reply) or the next succeeding Business Day if confirmed delivery is after 5:00 P.M. Central Time on any Business Day or during any non-Business Day at the place of receipt.

7.10 Entire Agreement. This Agreement (including the related Exhibits and Schedules) and the other Transaction Documents supersede all prior discussions, understanding, negotiations and agreements, whether oral or written, between the Parties and/or their respective Affiliates with respect to the subject matter hereof and contain the sole and entire agreement between the Parties and their respective Affiliates hereto with respect to the subject matter hereof.

7.11 Expenses. Except as otherwise expressly provided in this Agreement, whether or not the transactions contemplated hereby are consummated, each Party shall pay all costs and expenses it or any Affiliate of such Party (including, in the case of Seller, the Company) has incurred or will incur in anticipation of, relating to and in connection with the negotiation and execution of this Agreement and consummation of the transactions contemplated hereby.

7.12 Disclosure. Seller may, at its option, include in the Schedules items that are not material or required by this Agreement, and any such inclusion, or any references to dollar amounts, shall not be deemed to be an acknowledgment or representation that such items are material, to establish any standard of materiality or to define further the meaning of such terms for purposes of this Agreement. In no event shall disclosure of any matter, fact, occurrence, information or circumstance in the Schedules be deemed or interpreted to broaden the scope of the representations and warranties, obligations, covenants, conditions, indemnities or agreements contained in this Agreement, or to create any representation, warranty, obligation, covenant, condition, indemnity or agreement that is not contained in this Agreement. In particular, if the Schedules contain supplementary information not specifically required under this Agreement to be included in the Schedules, such additional matters are set forth solely for informational purposes, are not represented or warranted in this Agreement and do not necessarily include other matters of a similar nature. In addition, the disclosure of any matter in the Schedules is not to be deemed an admission against any Party that such matter actually constitutes noncompliance with or a violation of contract or Law or other topic to which such disclosure is applicable. In disclosing any matter, fact, occurrence, information or circumstance in the Schedules, no Party is waiving any attorney-client privilege associated with any such matter, fact, occurrence, information or
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circumstance, or any protection afforded by the “work product doctrine” with respect to any of the same. Any exception, qualification or other disclosure set forth on the Schedules attached to this Agreement with respect to a particular representation or warranty in this Agreement shall be deemed to be an exception, qualification or other disclosure with respect to all other representations or warranties contained in this Agreement to the extent any description of facts regarding the event, item or matter disclosed is adequate so as to make reasonably apparent on the face of such disclosure that such exception, qualification or disclosure is applicable to such other representations or warranties, whether or not such exception, qualification or disclosure is so numbered.

7.13 Waiver. Any term or condition of this Agreement may be waived at any time by the Party that is entitled to the benefit thereof, but no such waiver shall be effective unless set forth in a written instrument duly executed by or on behalf of the Party waiving such term or condition. No waiver by either Party of any term or condition of this Agreement, in any one or more instances, shall be deemed to be or construed as a waiver of the same or any other term or condition of this Agreement on any future occasion.

7.14 Amendment. This Agreement may be amended, supplemented or modified only by a written instrument duly executed by or on behalf of Buyer and Seller.

7.15 No Third Party Beneficiary. Except for the Persons indemnified hereunder including Section 6.6 and Section 7.4, the terms and provisions of this Agreement are intended solely for the benefit of the Parties and their respective successors or permitted assigns, and it is not the intention of the Parties to confer third party beneficiary rights upon any other Person. Only a Party and its successors and permitted assigns will have the right to enforce the provisions of this Agreement on its own behalf or on behalf of any of its related indemnified parties under this Agreement (but shall not be obligated to do so).

7.16 Assignment; Binding Effect. Neither this Agreement nor any right, interest or obligation hereunder may be assigned by any Party without the prior written consent of the other Party, and any attempt to do so will be void, except for assignments and transfers by operation of Law. Subject to this Section 7.16, this Agreement is binding upon, inures to the benefit of and is enforceable by the Parties and their respective successors and permitted assigns; provided that Buyer may (without the consent of Seller) collaterally assign this Agreement or all or any portion of Buyer’s rights, interest, obligations or Liabilities hereunder to any Affiliate or any Person providing financing to Buyer or any of its Affiliates, but no such assignment shall release Buyer of its obligations hereunder.

7.17 Invalid Provisions. If any provision of this Agreement is held to be illegal, invalid or unenforceable under any present or future Law, and if the rights or obligations of any Party under this Agreement will not be materially and adversely affected thereby, such provision shall be fully severable, this Agreement shall be construed and enforced as if such illegal, invalid or unenforceable provision had never comprised a part hereof, the remaining provisions of this Agreement shall remain in full force and effect and shall not be affected by the illegal, invalid or unenforceable provision or by its severance herefrom and in lieu of such illegal, invalid or unenforceable provision, there shall be added automatically as a part of this Agreement a legal,
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valid and enforceable provision as similar in terms to such illegal, invalid or unenforceable provision as may be possible.

7.18 Counterparts; Facsimile. This Agreement may be executed in any number of counterparts, each of which shall be deemed an original, but all of which together shall constitute one and the same instrument. Any facsimile or PDF copies hereof or signature hereon shall, for all purposes, be deemed originals.

7.19 Governing Law; Enforcement; Jury Trial Waiver. THIS AGREEMENT SHALL BE GOVERNED, CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, WITHOUT GIVING EFFECT TO ANY CONFLICT OR CHOICE OF LAW PROVISION THAT WOULD RESULT IN THE IMPOSITION OF ANOTHER JURISDICTION’S LAW. THE LAWS OF THE STATE OF TEXAS SHALL GOVERN ANY DISPUTE, CONTROVERSY, REMEDY OR CLAIM BETWEEN THE PARTIES ARISING OUT OF, RELATING TO, OR IN ANY WAY CONNECTED WITH THIS AGREEMENT, INCLUDING THE EXISTENCE, VALIDITY, PERFORMANCE, OR BREACH THEREOF. WITH RESPECT TO ANY PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. The Parties hereby irrevocably submit to the exclusive jurisdiction of any court of competent jurisdiction located in Houston, Texas, and appropriate appellate courts therefrom, over any dispute arising out of or relating to this Agreement or any Transaction Document or any of the transactions contemplated hereby or thereby, and each Party irrevocably agrees that all claims in respect of such dispute shall be heard and determined exclusively in such courts and each Party irrevocably agrees to not institute suit over any dispute arising out of relating to this Agreement in any other forum. The Parties irrevocably waive, to the fullest extent permitted by Law, any objection which they may now or hereafter have to the laying of venue of any dispute arising out of or relating to this Agreement or any Transaction Document or any of the transactions contemplated hereby or thereby brought in such courts or any defense of inconvenient forum for the maintenance of such dispute. Each of the Parties agrees that a judgment in any such dispute may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by Law. This consent to jurisdiction is being given solely for purposes of this Agreement and is not intended to, and shall not, confer consent to jurisdiction with respect to any other dispute in which a Party may become involved. Each of the Parties hereby consents to process being served by any Party in any Proceeding of the nature specified in this Agreement by the mailing of a copy thereof in the manner specified by the provisions of Section 7.9. To the extent that any Party or any of its Affiliates has acquired, or hereafter may acquire, any immunity from jurisdiction of any court or from any legal process (whether through service or notice, attachment prior to judgment, attachment in aid of execution, execution or otherwise) with respect to itself or its property, such Party (on its own behalf and on behalf of its Affiliates) hereby irrevocably (i) waives such immunity in respect of its obligations with respect to this Agreement and (ii) submits to the personal jurisdiction of any court described in this Section 7.19. EACH OF THE PARTIES HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION BASED HEREON, OR ARISING OUT OF, UNDER, OR IN CONNECTION WITH THIS AGREEMENT, THE TRANSACTION DOCUMENTS OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.
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7.20 Specific Performance. Subject to the limitations set forth in this Agreement, the Parties expressly agree in the event of breach of this Agreement by either Party, the other Party will, in addition to any other rights and remedies hereunder, have the right to enforce this Agreement by seeking an order for specific performance of the Parties’ obligations hereunder.

7.21 No Recourse. This Agreement may only be enforced against, and any claims or causes of action that may be based upon, arise out of or relate to this Agreement, or the negotiation, execution or performance of this Agreement may only be made against the entities that are expressly identified as Parties hereto in their capacities as such and, except to the extent otherwise provided herein, no former, current or future equity holders, controlling Persons, directors, officers, employees, agents or Affiliates of any Party hereto or any former, current or future, direct or indirect, equity holder, controlling Person, director, officer, employee, general or limited partner, member, manager, agent or Affiliate of any of the foregoing (each, a “Non-Recourse Party”) shall have any liability for any obligations or Liabilities of the Parties to this Agreement or for any claim (whether in tort, contract or otherwise) based on, in respect of, or by reason of, the transactions contemplated hereby or in respect of any representations made or alleged to be made in connection herewith. Without limiting the rights of any Party against the other Party hereto, in no event shall any Party or any of its Affiliates seek to enforce this Agreement against, make any claims for breach of this Agreement against, or seek to recover monetary damages from, any Non-Recourse Party.

7.22 Legal Representation. Following the Closing, Locke Lord LLP may serve as counsel to Seller and its Non-Recourse Parties in connection with any litigation, claim or obligation arising out of or relating to this Agreement, notwithstanding such representation or any continued representation of any other Person, and each of the Parties (on behalf of itself and each of its Non-Recourse Parties) consents thereto and waives any conflict of interest arising therefrom. The decision to represent Seller and its Affiliates shall be solely that of Locke Lord LLP. Any privilege attaching as a result of Locke Lord LLP representing Seller or any of its Non-Recourse Parties (including the Company) in connection with this Agreement shall survive the Closing and shall remain in effect; provided that such privilege from and after the Closing shall be assigned to and controlled by Seller; provided, further, that in the event that any dispute arises after the Closing between Buyer or the Company, on the one hand, and any party other than the Parties or any of their respective Affiliates, on the other hand, then Buyer and the Company may assert such privilege to prevent the disclosure of any Privileged Communications by Locke Lord LLP to such third party. In furtherance of the foregoing, each of the Parties agrees to take the steps necessary to ensure that any privilege attaching as a result of Locke Lord LLP representing the Company in connection with this Agreement shall survive the Closing, remain in effect and be assigned to and controlled by Seller. As to any privileged attorney client communications between Locke Lord LLP and the Company prior to the Closing Date (collectively, the “Privileged Communications”), Buyer, together with any of its Affiliates, successors or assigns, agree that no such party may use or rely on any of the Privileged Communications in any action or claim against or involving any of the Parties or any of their respective Non-Recourse Parties after the Closing.


[Signature Page Follows]
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly authorized officer of each Party as of the date first above written.



SELLER:

SUMMIT MIDSTREAM HOLDINGS, LLC


By:

Name:

Title:




J. Heath Deneke

President and Chief Executive Officer
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Seller’s Signature Page to Purchase and Sale Agreement


BUYER:

STEEL REEF US CORP.


By:

Name:

Title:




Scott Southward

President



By:

Name:

Title



William Champion

Secretary and Treasurer
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EXHIBIT A

BISON MIDSTREAM SYSTEM

Attached.
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EXHIBIT 31.1

CERTIFICATIONS

I, Heath Deneke, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Summit Midstream Partners, LP;

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

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

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

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

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

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

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

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

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

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

Date:	November 4, 2022	/s/ Heath Deneke
[image: ]

Heath Deneke
President, Chief Executive Officer and Director of Summit
Midstream GP, LLC (the general partner of Summit

Midstream Partners, LP)
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EXHIBIT 31.2

CERTIFICATIONS

I, William J. Mault, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Summit Midstream Partners, LP;

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

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

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

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

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

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

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

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

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

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




Date:	November 4, 2022	/s/ William J. Mault
[image: ]

William J. Mault
Executive Vice President and Chief Financial Officer of
Summit Midstream GP, LLC (the general partner of Summit

Midstream Partners, LP)
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EXHIBIT 32.1

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

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on Form 10-Q of Summit Midstream Partners, LP (the “Registrant”) for the quarterly period ended September 30, 2022, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Heath Deneke, as President, Chief Executive Officer and Director of Summit Midstream GP, LLC, the general partner of the Registrant, and William J. Mault, as Executive Vice President and Chief Financial Officer of Summit Midstream GP, LLC, the general partner of the Registrant, each hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to his knowledge:

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

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

/s/ Heath Deneke
[image: ]
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	(the general partner of Summit Midstream Partners, LP)

	Date:
	November 4, 2022

	
	/s/ William J. Mault

	
	
	

	
	Name:
	William J. Mault

	
	Title:
	Executive Vice President and Chief Financial Officer of Summit Midstream GP, LLC

	
	
	(the general partner of Summit Midstream Partners, LP)

	
	Date:
	November 4, 2022
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