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PART I

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This report contains “forward-looking statements.” All statements other than statements of historical fact contained in
this report are forward-looking statements, including, without limitation, statements regarding our plans, strategies,
prospects and expectations concerning our business, results of operations and financial condition. You can identify
many of these statements by looking for words such as “believe,” * anticipate,” “estimate,
or similar words or the negative thereof.

LR T3

expect,” “intend,” “project,

29 ¢ 99 ¢ 29 ¢

contj

Known material factors that could cause our actual results to differ from those in these forward-looking statements are
described below, in Part I, Item 1A (“Risk Factors”) and Part II, Item 7 (“Management’s Discussion and Analysis of
Financial Condition and Results of Operations™). Important factors that could cause our actual results to differ
materially from the expectations reflected in these forward-looking statements include, among other things:

- changes in general economic conditions and changes in economic conditions of the crude oil and natural gas
industry specifically;

competitive conditions in our industry;

changes in the long-term supply of and demand for crude oil and natural gas;

our ability to realize the anticipated benefits of acquisitions and to integrate the acquired assets with our existing
fleet;

actions taken by our customers, competitors and third-party
operators;

the deterioration of the financial condition of our customers;

changes in the availability and cost of capital;

operating hazards, natural disasters, weather-related delays, casualty losses and other matters beyond our control;
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the effects of existing and future laws and governmental
regulations; and

the effects of future litigation.

All forward-looking statements included in this report are based on information available to us on the date of this
report and speak only as of the date of this report. Except as required by law, we undertake no obligation to publicly
update or revise any forward-looking statement, whether as a result of new information, future events or otherwise.
All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are
expressly qualified in their entirety by the foregoing cautionary statements.
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ITEM 1.Business

EEINT3 2 <.

References in this report to “USA Compression,” “we,” “our,” “us,” “the Partnership” or like terms refer to USA Compression
Partners, LP and its wholly owned subsidiaries, including USA Compression Partners, LLC (“USAC Operating”) and

USAC OpCo 2, LLC (“OpCo 2” and together with USAC Operating, the “Operating Subsidiaries”). References to our
“general partner” refer to USA Compression GP, LLC. References to “USA Compression Holdings” refer to USA
Compression Holdings, LLC, the owner of our general partner. References to “USAC Management” refer to USA
Compression Management Services, LLC, a wholly owned subsidiary of our general partner. References to

“Riverstone” refer to Riverstone/Carlyle Global Energy and Power Fund IV, L.P., and affiliated entities, including

Riverstone Holdings, LLC. References to “Argonaut” refer to Argonaut Private Equity, L.L.C. and, where applicable,

related entities.

Overview

We are a growth-oriented Delaware limited partnership and we believe that we are one of the largest independent
providers of compression services in the U.S. in terms of total compression fleet horsepower. We have been providing
compression services since 1998 and completed our initial public offering in January 2013. As of December 31, 2015,
we had 1,712,196 horsepower in our fleet and 15,400 horsepower on order for expected delivery during 2016. We
provide compression services to our customers primarily in connection with infrastructure applications, including both
allowing for the processing and transportation of natural gas through the domestic pipeline system and enhancing
crude oil production through artificial lift processes. As such, our compression services play a critical role in the
production, processing and transportation of both natural gas and crude oil.

We provide compression services in a number of shale plays throughout the U.S., including the Utica, Marcellus,
Permian Basin, Delaware Basin, Eagle Ford, Mississippi Lime, Granite Wash, Woodford, Barnett, Haynesville,
Niobrara and Fayetteville shales. The demand for our services is driven by the domestic production of natural gas and
crude oil; as such, we have focused our activities in areas with attractive natural gas and crude oil production growth,
which are generally found in these shale and unconventional resource plays. According to recent studies promulgated
by the Energy Information Agency (“EIA”), the production and transportation volumes in these shale plays are expected
to increase over the long term due to the comparatively attractive economic returns versus returns achieved in many
conventional basins. Furthermore, the changes in production volumes and pressures of shale plays over time require a
wider range of compression services than in conventional basins. We believe the flexibility of our compression units
positions us well to meet these changing operating conditions. While our business focuses largely on compression
services serving infrastructure installations, including centralized natural gas gathering systems and processing
facilities, which utilize large horsepower compression units, typically in shale plays, we also provide compression
services in more mature conventional basins, including gas lift applications on crude oil wells targeted by horizontal
drilling techniques. Gas lift and other artificial lift technologies are critical to the enhancement of production of oil
from horizontal wells operating in tight shale plays. Gas lift is a process by which natural gas is injected into the
production tubing of an existing producing well, thus reducing the hydrostatic pressure and allowing the oil to flow at
a higher rate.
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We operate a modern fleet of compression units, with an average age of approximately four years. We acquire our
compression units from third-party fabricators who build the units to our specifications, utilizing specific original
equipment manufacturers and assembling the units in a manner that provides us the ability to meet certain operating
condition thresholds. Our standard new-build compression units are generally configured for multiple compression
stages allowing us to operate our units across a broad range of operating conditions. The design flexibility of our units,
particularly in midstream applications, allows us to enter into longer-term contracts and reduces the redeployment risk
of our horsepower in the field. Our modern and standardized fleet, decentralized field level operating structure and
technical proficiency in predictive and preventive maintenance and overhaul operations have enabled us to achieve
average service run times consistently at or above the levels required by our customers.

As part of our services, we engineer, design, operate, service and repair our compression units and maintain related
support inventory and equipment. The compression units in our modern fleet are designed to be easily adaptable to fit
our customers’ changing compression requirements. Focusing on the needs of our customers and providing them with

2
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reliable and flexible compression services in geographic areas of attractive growth helps us to generate stable cash
flows for our unitholders.

We provide compression services to our customers under fixed-fee contracts with initial contract terms between six
months and five years, depending on the application and location of the compression unit. We typically continue to
provide compression services at a specific location beyond the initial contract term, either through contract renewal or
on a month-to-month or longer basis. We primarily enter into take-or-pay contracts whereby our customers are
required to pay our monthly fee even during periods of limited or disrupted throughput, which enhances the stability
and predictability of our cash flows. We are not directly exposed to commodity price risk because we do not take title
to the natural gas or crude oil involved in our services and because the natural gas used as fuel by our compression
units is supplied by our customers without cost to us.

We provide compression services to major oil companies and independent producers, processors, gatherers and
transporters of natural gas and crude oil. Regardless of the application for which our services are provided, our
customers rely upon the availability of the equipment used to provide compression services and our expertise to help
generate the maximum throughput of product, reduce fuel costs and minimize emissions. While we are currently
focused on our existing service areas, our customers have compression demands in other areas of the U.S. in
conjunction with their field development projects. We continually consider expansion of our areas of operation in the
U.S. based upon the level of customer demand. Our modern, flexible fleet of compression units, which have been
designed to be rapidly deployed and redeployed throughout the country, provides us with opportunities to expand into
other areas with both new and existing customers.

Our assets and operations are organized into a single reportable segment and are all located and conducted in the
United States. See our consolidated financial statements, and the notes thereto, included elsewhere in this report for
financial information on our operations and assets; such information is incorporated herein by reference.

Business Strategies

Our principal business objective is to increase the quarterly cash distributions that we pay to our unitholders over time
while ensuring the ongoing stability and growth of our business. We expect to achieve this objective by executing on
the following strategies:

- Capitalize on the increased need for natural gas compression in conventional and unconventional plays. We expect
additional demand for compression services to result from the continuing shift of natural gas production to domestic
shale plays as well as the declining production pressures of aging conventional basins. The EIA continues to expect
overall natural gas production and transportation volumes, and in particular volumes from domestic shale plays, to
increase over the long term. Furthermore, the changes in production volumes and pressures of shale plays over time

10
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require a wider range and increased level of compression services than in conventional basins. Additionally, while
oil prices have decreased substantially, resulting in less new drilling activity, the EIA expects crude oil production in
the economically attractive tight oil plays to continue due to the favorable economics of existing wells. As a result,
the use of, and thus demand for, artificial lift techniques required in such production continues to be an attractive
business for us. Our fleet of modern, flexible compression units is capable of being rapidly deployed and redeployed
and designed to operate in multiple compression stages, which will enable us to capitalize on these opportunities
both in emerging shale plays and conventional fields.

- Continue to execute on attractive organic growth opportunities. From 2005 to 2015, we grew the horsepower in our
fleet of compression units and our compression revenues at a compound annual growth rate of 21% and 26%,
respectively, primarily through organic growth. We believe organic growth opportunities will continue to be our
most attractive source of near-term growth, although we expect such organic growth will be reduced in 2016
compared to prior periods. We seek to achieve continued organic growth by (i) increasing our business with existing
customers, (ii) obtaining new customers in our existing areas of operations and (iii) expanding our operations into
new geographic areas.

11
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- Partner with customers who have significant compression needs. We actively seek to identify customers with
meaningful acreage positions or significant infrastructure development in active and growing areas. We work with
these customers to jointly develop long-term and adaptable solutions designed to optimize their lifecycle
compression costs. We believe this is important in determining the overall economics of producing, gathering and
transporting natural gas and crude oil. Our proactive and collaborative approach positions us to serve as our
customers’ compression service provider of choice.

- Pursue accretive acquisition opportunities. While our principal growth strategy is to continue to grow organically,
we may pursue accretive acquisition opportunities, including the acquisition of complementary businesses,
participation in joint ventures or the purchase of compression units from existing or new customers in conjunction
with providing compression services to them. We consider opportunities that (i) are in our existing geographic areas
of operations or new, high-growth regions, (ii) meet internally established economic thresholds and (iii) may be
financed on reasonable terms. For example in 2013, we completed the acquisition of assets and certain liabilities
related to S&R Compression, LLC’s (“S&R”) business of providing gas lift compression services to third parties
engaged in the exploration, production, gathering, processing, transportation or distribution of oil and gas (the “S&R
Acquisition”).

- Focus on asset utilization. We seek to actively manage our business in a manner that allows us to continue to
achieve high utilization rates at attractive service rates while providing us with the most financial flexibility
possible. From time to time, we expect the crude oil and natural gas industry to be impacted by the cyclicality of
commodity prices. During downturns in commodity prices, producers and midstream operators may reduce their
capital spending, which in turn can hinder the demand for compression services. We have the ability, in response to
industry conditions, to drastically and rapidly reduce our capital spending, which allows us to avoid financing
organic growth with outside capital and aligns our capital spending with the demand for compression services. By
reducing organic growth and avoiding new unit deliveries during downturns, we are able to conserve capital and
instead focus on the deployment and re-deployment of our existing asset base. With higher utilization, we are better
positioned to continue to generate attractive rates of return on our already-deployed capital.

- Maintain financial flexibility. We intend to maintain financial flexibility to be able to take advantage of growth
opportunities. Historically, we have utilized our cash flow from operations, borrowings under our revolving credit
facility and issuances of equity securities to fund capital expenditures to expand our compression services business.
This approach has allowed us to significantly grow our fleet and the amount of cash we generate, while maintaining
our debt at levels we believe are manageable for our business. We believe the appropriate management of our
financial position and the resulting access to capital positions us to take advantage of future growth opportunities as
they arise.

Our Operations

Compression Services

12
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We provide compression services for a monthly service fee. As part of our services, we engineer, design, operate,
service and repair our fleet of compression units and maintain related support inventory and equipment. We have
consistently provided average service run times at or above the levels required by our customers. In general, our team
of field service technicians services only our compression fleet. In limited circumstances for established customers,
we will agree to service third-party owned equipment. We do not own any compression fabrication facilities.

Our Compression Fleet

The fleet of compression units that we own and use to provide compression services consists of specially engineered
compression units that utilize standardized components, principally engines manufactured by Caterpillar, Inc. and
compressor frames and cylinders manufactured by Ariel Corporation. Our units can be rapidly and cost effectively
modified for specific customer applications. Approximately 97% of our fleet horsepower as of December 31, 2015
was purchased new and the average age of our compression units was approximately four years. Our modern,
standardized

4
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compression unit fleet is powered primarily by the Caterpillar 3400, 3500 and 3600 engine classes, which range from
401 to 4,735 horsepower per unit. These larger horsepower units, which we define as 400 horsepower per unit or
greater, represented 80.4% of our total fleet horsepower (including compression units on order) as of December 31,
2015. In addition, a portion of our fleet consists of smaller horsepower units ranging from 30 horsepower to 390
horsepower that are primarily used in gas lift applications. We believe the young age and overall composition of our
compressor fleet results in fewer mechanical failures, lower fuel usage, and reduced environmental emissions.

The following table provides a summary of our compression units by horsepower as of December 31, 2015:

Number
Number of Units Number Percentage of  Percentage of
Unit Fleet of Horsepower on Total of Total Total
Horsepower =~ Horsepower Units on Order (1) Order Horsepower Units Horsepower Units
Small
horsepower
<400 338,988 2,149 - 338,988 2,149 19.6 % 65.9
Large
horsepower
>400 and
<1,000 167,189 296 - 167,189 296 9.7 % 9.1
>1,000 1,206,019 809 15,400 1,221,419 816 70.7 % 25.0
Total 1,712,196 3,254 15,400 1,727,596 3,261 100.0 % 100.0
1) As of December 31, 2015, we had 15,400 horsepower on order for delivery during

2016.

The following table sets forth certain information regarding our compression fleet as of the dates and for the periods

indicated:

Operating Data (unaudited):

Fleet horsepower (at period end) (1)
Total available horsepower (at period end) (2)

Year Ended
December 31,
2015
1,712,196
1,712,196
1,424,537

2014

1,549,020
1,623,400
1,351,052

2013

1,202,374
1,278,829
1,070,457

Percent

Change

2015 2014
10.5 % 28.8 %
55 % 269 %
54 % 262 %

14
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Revenue generating horsepower (at period end)

(3)

Average revenue generating horsepower (4) 1,408,689 1,200,851 902,168 173 % 33.1 %
Revenue generating compression units (at period

end) 2,737 2,651 2,137 32 % 241 %
Average horsepower per revenue generating

compression unit (5) 517 505 720 24 % (29.9)%
Horsepower utilization (6):

At period end 89.2 % 93.6 % 94.1 % 4.7 % (0.5 %
Average for the period (7) 90.5 % 94.0 % 93.8 % (3.7) % 02 %

(1) Fleet horsepower is horsepower for compression units that have been delivered to us (and excludes units on
order). As of December 31, 2015, we had 15,400 horsepower on order for delivery during 2016.

(2) Total available horsepower is revenue generating horsepower under contract for which we are billing a customer,
horsepower in our fleet that is under contract but is not yet generating revenue, horsepower not yet in our fleet that
is under contract but not yet generating revenue and that is subject to a purchase order and idle horsepower. Total
available horsepower excludes new horsepower on order for which we do not have a compression services
contract.

(3) Revenue generating horsepower is horsepower under contract for which we are billing a customer.

(4) Calculated as the average of the month-end revenue generating horsepower for each of the months in the period.

(5) Calculated as the average of the month-end revenue generating horsepower per revenue generating compression
unit for each of the months in the period.

15



Edgar Filing: USA Compression Partners, LP - Form 10-K

Table of Contents

(6) Horsepower utilization is calculated as (i) the sum of (a) revenue generating horsepower, (b) horsepower in our
fleet that is under contract, but is not yet generating revenue and (c) horsepower not yet in our fleet that is under
contract not yet generating revenue and that is subject to a purchase order, divided by (ii) total available
horsepower less idle horsepower that is under repair. Horsepower utilization based on revenue generating
horsepower and fleet horsepower at each applicable period end was 83.2%, 87.2% and 89.0% for the years ended
December 31, 2015, 2014 and 2013, respectively.

(7) Calculated as the average utilization for the months in the period based on utilization at the end of each month in
the period. Average horsepower utilization based on revenue generating horsepower and fleet horsepower was
85.1%, 87.3% and 87.3% for each year ended December 31, 2015, 2014, and 2013, respectively.

A growing number of our compression units contain electronic control systems that enable us to monitor the units
remotely by satellite or other means to supplement our technicians’ on-site monitoring visits. We intend to continue to
selectively add remote monitoring systems to our fleet during 2016 where beneficial from an operating and financial
standpoint. All of our compression units are designed to automatically shut down if operating conditions deviate from
a pre-determined range. While we retain the care, custody, ongoing maintenance and control of our compression units,
we allow our customers, subject to a defined protocol, to start, stop, accelerate and slow down compression units in
response to field conditions.

We adhere to routine, preventive and scheduled maintenance cycles. Each of our compression units is subjected to
rigorous sizing and diagnostic analyses, including lubricating oil analysis and engine exhaust emission analysis. We
have proprietary field service automation capabilities that allow our service technicians to electronically record and
track operating, technical, environmental and commercial information at the discrete unit level. These capabilities
allow our field technicians to identify potential problems and act on them before such problems result in down-time.

Generally, we expect each of our compression units to undergo a major overhaul between service deployment cycles.
The timing of these major overhauls depends on multiple factors, including run time and operating conditions. A
major overhaul involves the periodic rebuilding of the unit to materially extend its economic useful life or to enhance
the unit’s ability to fulfill broader or more diversified compression applications. Because our compression fleet is
comprised of units of varying horsepower that have been placed into service with staggered initial on-line dates, we
are able to schedule overhauls in a way to avoid excessive annual maintenance capital expenditures and minimize the
revenue impact of down-time.

We believe that our customers, by outsourcing their compression requirements, can achieve higher compression
runtimes, which translates into increased volumes of either natural gas or crude oil production and, therefore,
increased revenues. Utilizing our compression services also allows our customers to reduce their operating,
maintenance and equipment costs by allowing us to efficiently manage their changing compression needs. In many of
our service contracts, we guarantee our customers availability (as described below) ranging from 95% to 98%,
depending on field- level requirements.

16
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General Compression Service Contract Terms

The following discussion describes the material terms generally common to our compression service contracts. We
generally have separate contracts for each distinct location for which we will provide compression services.

Term and termination. Our contracts typically have an initial term of between six months and five years, depending on
the application and location of the compression unit. After the expiration of the applicable term, the contract continues
on a month-to-month or longer basis until terminated by us or our customer upon notice as provided for in the
applicable contract. As of December 31, 2015, approximately 39% of our compression services on a horsepower
basis (and 43% on a revenue basis for the year ended December 31, 2015) were provided on a month-to-month basis
to customers who continue to utilize our services following expiration of the primary term of their contracts with us.

Availability. Our contracts often provide a guarantee of specified availability. We define availability as the percentage
of time in a given period that our compression services are being provided or are capable of being provided.

6
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Availability is reduced by instances of “down-time” that are attributable to anything other than events of force majeure
or acts or failures to act by the customer. Down-time under our contracts usually begins when our services stop being
provided or when we receive notice from the customer of the problem. Down-time due to scheduled maintenance is
also excluded from our availability commitment. Our failure to meet a stated availability guarantee may result in a
service fee credit to the customer. As a consequence of our availability guarantee, we are incentivized to perform
predictive and preventive maintenance on our fleet as well as promptly respond to a problem to meet our contractual
commitments and ensure our customers the compression availability on which their business and our service
relationship are based. For service contracts that do not have a stated availability guarantee, we work with those
customers to ensure that our compression services meet their operational needs.

Fees and expenses. Our customers pay a fixed monthly fee for our services. Compression services generally are billed
monthly in advance of the service period, except for certain customers, which are billed at the beginning of the service
month, and they are generally due 30 days from the date of the invoice. We are not responsible for acts of force
majeure, and our customers generally are required to pay our monthly fee even during periods of limited or disrupted
throughput. We are generally responsible for the costs and expenses associated with operation and maintenance of our
compression equipment, although certain fees and expenses are the responsibility of our customers under the terms of
their contracts. For example, all fuel gas is provided by our customers without cost to us, and in many cases customers
are required to provide all water and electricity. At the customer’s option, we can provide fluids necessary to run the
unit to the customer for an additional fee. We provide such fluids for a substantial majority of the compression units
deployed in gas lift applications. We are also reimbursed by our customers for certain ancillary expenses such as
trucking and crane operation, depending on the terms agreed to in the applicable contract, resulting in little to no gross
operating margin.

Service standards and specifications. We commit to provide compression services under service contracts that
typically provide that we will supply all compression equipment, tools, parts, field service support and engineering in
order to meet our customers’ requirements. Our contracts do not specify the specific compression equipment we will
use; instead, in consultation with the customer, we determine what equipment is necessary to perform our contractual
commitments.

Title; Risk of loss. We own all of the compression equipment in our fleet that we use to provide compression services,
and we normally bear the risk of loss or damage to our equipment and tools and injury or death to our personnel.

Insurance. Our contracts typically provide that both we and our customers are required to carry general liability,
workers’ compensation, employers’ liability, automobile and excess liability insurance.

Marketing and Sales
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Our marketing and client service functions are performed on a coordinated basis by our sales team and field
technicians. Salespeople and field technicians qualify, analyze and scope new compression applications as well as
regularly visit our customers to ensure customer satisfaction, to determine a customer’s needs related to existing
services being provided and to determine the customer’s future compression service requirements. This ongoing
communication allows us to quickly identify and respond to our customers’ compression requirements. We currently
focus on geographic areas where we can achieve economies of scale through high-density operations.

Customers

Our customers consist of more than 250 companies in the energy industry, including major integrated oil companies,
public and private independent exploration and production companies and midstream companies. We did not have
revenue from any single customer greater than 10% of total revenue for the year ended December 31, 2015.
Southwestern Energy Corporation and its subsidiaries accounted for 11.6% of our revenue for the year ended
December 31, 2014. No other customer accounted for greater than 10% of total revenue for the year ended December
31, 2014. Our ten largest customers accounted for 45% and 46% of our revenue for the years ended December 31,
2015 and 2014, respectively.

7
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Suppliers and Service Providers

The principal manufacturers of components for our natural gas compression equipment include Caterpillar, Inc.,
Cummins Inc., and Arrow Engine Company for engines, Air-X-Changers and Air Cooled Exchangers for coolers, and
Ariel Corporation, GE Oil & Gas Gemini products and Arrow Engine Company for compressor frames and cylinders.
We also rely primarily on four vendors, A G Equipment Company, Alegacy Equipment, LLC, Standard Equipment
Corp. and S&R, to package and assemble our compression units. Although we rely primarily on these suppliers, we
believe alternative sources for natural gas compression equipment are generally available if needed. However, relying
on alternative sources may increase our costs and change the standardized nature of our fleet. We have not
experienced any material supply problems to date. Although lead-times for new Caterpillar engines and new Ariel
compressor frames have in the past been in excess of one year due to increased demand and supply allocations
imposed on equipment packagers and end-users, lead-times for such engines and frames are currently substantially
shorter. Please read Part I, Item 1A (“Risk Factors—Risks Related to Our Business—We depend on a limited number of
suppliers and are vulnerable to product shortages and price increases, which could have a negative impact on our
results of operations”).

Competition

The compression services business is highly competitive. Some of our competitors have a broader geographic scope,
as well as greater financial and other resources than we do. On a regional basis, we experience competition from
numerous smaller companies that may be able to more quickly adapt to changes within our industry and changes in
economic conditions as a whole, more readily take advantage of available opportunities and adopt more aggressive
pricing policies. Additionally, the historical availability of attractive financing terms from financial institutions and
equipment manufacturers has made the purchase of individual compression units increasingly affordable to our
customers. We believe that we compete effectively on the basis of price, equipment availability, customer service,
flexibility in meeting customer needs, quality and reliability of our compressors and related services. Please read Part
I, Item 1A (“Risk Factors—Risks Related to Our Business—We face significant competition that may cause us to lose
market share and reduce our cash available for distribution”).

Seasonality

Our results of operations have not historically reflected any material seasonality, and we do not currently have reason
to believe seasonal fluctuations will have a material impact in the foreseeable future.

Insurance
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We believe that our insurance coverage is customary for the industry and adequate for our business. As is customary
in the energy services industry, we review our safety equipment and procedures and carry insurance against most, but
not all, risks of our business. Losses and liabilities not covered by insurance would increase our costs. The
compression business can be hazardous, involving unforeseen circumstances such as uncontrollable flows of gas or
well fluids, fires and explosions or environmental damage. To address the hazards inherent in our business, we
maintain insurance coverage that, subject to significant deductibles, includes physical damage coverage, third party
general liability insurance, employer’s liability, environmental and pollution and other coverage, although coverage for
environmental and pollution related losses is subject to significant limitations. Under the terms of our standard
compression services contract, we are responsible for the maintenance of insurance coverage on our compression
equipment. Please read Part I, Item 1A (“Risk Factors—Risks Related to Our Business—We do not insure against all
potential losses and could be seriously harmed by unexpected liabilities™).

Environmental and Safety Regulations

We are subject to stringent and complex federal, state and local laws and regulations governing the discharge of
materials into the environment or otherwise relating to protection of human health, safety and the environment. These
regulations include compliance obligations for air emissions, water quality, wastewater discharges and solid and
hazardous waste disposal, as well as regulations designed for the protection of human health and safety and threatened
or
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endangered species. Compliance with these environmental laws and regulations may expose us to significant costs and
liabilities and cause us to incur significant capital expenditures in our operations. We are often obligated to assist
customers in obtaining permits or approvals in our operations from various federal, state and local authorities. Permits
and approvals can be denied or delayed, which may cause us to lose potential and current customers, interrupt our
operations and limit our growth and revenue. Moreover, failure to comply with these laws and regulations may result
in the assessment of administrative, civil and criminal penalties, imposition of remedial obligations and the issuance
of injunctions delaying or prohibiting operations. Private parties may also have the right to pursue legal actions to
enforce compliance as well as to seek damages for non-compliance with environmental laws and regulations or for
personal injury or property damage. While we believe that our operations are in substantial compliance with
applicable environmental laws and regulations and that continued compliance with current requirements would not
have a material adverse effect on us, there is no assurance that this trend of compliance will continue in the future. In
addition, the clear trend in environmental regulation is to place more restrictions on activities that may adversely
affect the environment. Thus, any changes in, or more stringent enforcement of, these laws and regulations that result
in more stringent and costly pollution control equipment, waste handling, storage, transport, disposal or remediation
requirements could have a material adverse effect on our operations and financial position.

We do not believe that compliance with federal, state or local environmental laws and regulations will have a material
adverse effect on our business, financial position or results of operations or cash flows. We cannot assure you,

however, that future events such as changes in existing laws or enforcement policies, the promulgation of new laws or
regulations, or the development or discovery of new facts or conditions or unforeseen incidents will not cause us to

incur significant costs. The following is a discussion of material environmental and safety laws that relate to our
operations. We believe that we are in substantial compliance with all of these environmental laws and regulations.

Please read Part I, Item 1A (“Risk Factors—Risks Related to Our Business—We are subject to substantial environmental
regulation, and changes in these regulations could increase our costs or liabilities”).

Air emissions. The Clean Air Act (“CAA”) and comparable state laws regulate emissions of air pollutants from various
industrial sources, including natural gas compressors, and impose certain monitoring and reporting requirements. Such
emissions are regulated by air emissions permits, which are applied for and obtained through the various state or
federal regulatory agencies. Our standard natural gas compression contract provides that the customer is responsible
for obtaining air emissions permits and assuming the environmental risks related to site operations. Increased
obligations of operators to reduce air emissions of nitrogen oxides and other pollutants from internal combustion
engines in transmission service have been enacted by governmental authorities. For example, in 2010, the U.S.
Environmental Protection Agency (“EPA”) published new regulations under the CAA to control emissions of hazardous
air pollutants from existing stationary reciprocal internal combustion engines, also known as Quad Z regulations. In
2012, the EPA proposed amendments to the final rule in response to several petitions for reconsideration, which were
finalized and became effective in 2013. The rule requires us to undertake certain expenditures and activities, including
purchasing and installing emissions control equipment on certain compressor engines and generators.

In 2012, the EPA proposed minor amendments to the CAA regulations applicable to the manufacturers, owners and
operators of new, modified and reconstructed stationary reciprocating internal combustion engines, also known as
Quad J regulations, in order to conform the final rule to the amendments to the Quad Z regulations discussed above.
These amendments were finalized and became effective in 2013. These modifications do not impose material
unbudgeted costs on operations.
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On October 26, 2015, the EPA published the finalized rule strengthening the National Ambient Air Quality Standard
(“NAAQs”) for ground level ozone. The rule became effective on December 28, 2015. The final rule updates both the
primary ozone standard and the secondary standard. Both standards are 8-hour concentration standards of 70 parts per
billion (“ppb”). In addition, in 2013, the EPA promulgated a final rule revising the annual standard for fine particulate
matter, or PM 2.5, by lowering the level from 15 to 12 micrograms per cubic meter. On December 18, 2014, the EPA
issued final area designations for the 2012 NAAQs for PM 2.5. Designation of new non-attainment areas for the
revised ozone or PM 2.5 NAAQS may result in additional federal and state regulatory actions that may impact our
customers’ operations and increase the cost of additions to property, plant, and equipment.
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In 2012, the EPA finalized rules that establish new air emission controls for oil and natural gas production and natural
gas processing operations. Specifically, the EPA’s rule package included New Source Performance Standards to
address emissions of sulfur dioxide and volatile organic compounds (“VOCs”) and a separate set of emission standards
to address hazardous air pollutants frequently associated with oil and natural gas production and processing activities.
The rules established specific new requirements regarding emissions from compressors and controllers at natural gas
processing plants, dehydrators, storage tanks and other production equipment as well as the first federal air standards
for natural gas wells that are hydraulically fractured. In addition, the rules established leak detection requirements for
natural gas processing plants at 500 ppm. In 2013, the EPA issued a final update to the VOC performance standards
for storage tanks used in crude oil and natural gas production and transmission. On July 31, 2015, the EPA finalized
amendments to the definition of low-pressure wells and references to tanks connected to one another in the 2012 New
Source Performance Standards. On August 18, 2015, the EPA also proposed updates to the New Source Performance
Standards and Draft Control Techniques Guidelines in addition to proposing a Source Determination Rule, all of
which are intended to cut methane and VOC emissions from the oil and natural gas industry. These rules may require
a number of modifications to our operations, including the installation of new equipment to control emissions from
our compressors at initial startup. Compliance with such rules may result in significant costs, including increased
capital expenditures and operating costs, and could adversely impact our business.

In addition, the Texas Commission on Environmental Quality (“TCEQ”) has finalized revisions to certain air permit
programs that significantly increase the air permitting requirements for new and certain existing oil and gas
production and gathering sites for 15 counties in the Barnett Shale production area. The final rule establishes new
emissions standards for engines, which could impact the operation of specific categories of engines by requiring the
use of alternative engines, compressor packages or the installation of aftermarket emissions control equipment. The
rule became effective for the Barnett Shale production area in April 2011, with the lower emissions standards
becoming applicable between 2015 and 2030 depending on the type of engine and the permitting requirements. The
cost to comply with the revised air permit programs is not expected to be material at this time. However, the TCEQ
has stated it will consider expanding application of the new air permit program statewide. At this point, we cannot
predict the cost to comply with such requirements if the geographic scope is expanded.

A ruling by a panel of administrative law judges in a case before the Pennsylvania Environmental Hearing Board, to
which we are not a party, may have implications for the permitting of projects where our customers seek to use our
services. In this case, National Fuel Gas Midstream Corporation et al. v. Commonwealth of Pennsylvania, a panel of
administrative law judges on December 29, 2015, dismissed an appeal from a determination by the Pennsylvania
Department of Environmental Protection that the operations of two separate companies on parcels of land that were
not adjoining and were actually separated by forest land but were in close proximity should be aggregated as a single
source under the state air permitting regime. The implications of aggregating different sources into a single source is
that the overall emissions increase and may increase enough to trigger a more onerous permitting regime and require
more stringent controls. The court determined that this outcome was appropriate because, among other reasons, the
two companies were owned by a common parent and had several interlocking officers and directors. But it was
unclear whether the common parent in fact exercised control over the two companies’ operations. Unless this ruling is
overturned on further appeal, application of this ruling to other permit applications where the parties intend to use our
services may lead to a permitting regime that is more burdensome, time-consuming and costly to our customers, who
typically obtain permits. Moreover, we may be required to install lower emission engines or additional pollution
controls and may not be able to recoup all of the associated costs from our customers.
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There can be no assurance that future requirements compelling the installation of more sophisticated emission control
equipment would not have a material adverse impact on our business, financial condition, results of operations and
cash available for distribution.

Climate change. Methane, a primary component of natural gas, and carbon dioxide, a byproduct of the burning of
natural gas, are examples of greenhouse gases. In recent years, the U.S. Congress has considered legislation to reduce
emissions of greenhouse gases. It presently appears unlikely that comprehensive climate legislation will be passed by
either house of Congress in the near future, although energy legislation and other initiatives are expected to be
proposed that may be relevant to greenhouse gas emissions issues. However, almost half of the states have begun to
address greenhouse gas emissions, primarily through the planned development of emission inventories or regional
greenhouse
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gas cap and trade programs. Depending on the particular program, we could be required to control greenhouse gas
emissions or to purchase and surrender allowances for greenhouse gas emissions resulting from our operations.

Independent of Congress, the EPA is beginning to adopt regulations controlling greenhouse gas emissions under its
existing CAA authority. For example, on December 15, 2009, the EPA officially published its findings that emissions
of carbon dioxide, methane and other greenhouse gases endanger human health and the environment because
emissions of such gases are, according to the EPA, contributing to warming of the earth’s atmosphere and other
climatic changes. These findings by the EPA allowed the agency to proceed with the adoption and implementation of
regulations that restrict emissions of greenhouse gases under existing provisions of the CAA. In 2009, the EPA
adopted rules regarding regulation of greenhouse emissions from motor vehicles. In addition, on September 22, 2009,
the EPA issued a final rule requiring the reporting of greenhouse gas emissions in the United States beginning in 2011
for emissions occurring in 2010 from specified large greenhouse gas emission sources. On November 30, 2010, the
EPA published a final rule expanding its existing greenhouse gas emissions reporting rule for petroleum and natural
gas facilities, including natural gas transmission compression facilities that emit 25,000 metric tons or more of carbon
dioxide equivalent per year. The rule, which went into effect on December 30, 2010, requires reporting of greenhouse
gas emissions by such regulated facilities to the EPA by September 2012 for emissions during 2011 and annually
thereafter. In 2010, the EPA also issued a final rule, known as the “Tailoring Rule,” that made certain large stationary
sources and modification projects subject to permitting requirements for greenhouse gas emissions under the CAA.

Both the Tailoring Rule and the EPA’s endangerment finding were challenged in federal court and were upheld by the
D.C. Court of Appeals. In July 2014, the United States Supreme Court invalidated the Tailoring Rule but it refused to
consider other issues such as whether greenhouse gases endanger public health. As a result, under federal law, a
source is no longer required to meet the PSD and Title V permitting requirements based solely on its greenhouse gas
emissions.

The EPA has also sought to directly regulate methane emissions by proposing regulations to expand on Subpart
0000 of the CAA and target methane emissions from new and modified sources, including hydraulically fractured
wells. If the final rule is promulgated along the lines of the proposal, these requirements may add to our costs of doing
business and we may not be able to recoup all of these costs from our customers.

On August 3, 2015, the EPA published standards of performance for greenhouse gas emissions from new power
plants. The final rule establishes a performance standard for integrated gasification combined cycled units and utility
boilers based on the use of the best system of emission reduction that EPA has determined has been adequately
demonstrated for each type of unit. The rule also sets limits for stationary natural gas combustion turbines based on
the use of natural gas combined cycle technology.

Finally, on June 2, 2014, the EPA proposed the Clean Power Plan rule, which is intended to reduce carbon emissions
from existing power plants by 32 percent from 2005 levels by 2030. Twenty-nine states and various industry groups
have challenged the EPA’s authority to regulate carbon dioxide emissions from existing coal-fired power plants under
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Section 111(d) of the Clean Air Act in the United States Court of Appeals in Washington, D.C. (the “Circuit Court”). In
January 2016, the parties asked the United States Supreme Court to stay the plan while the lawsuit proceeds through

the court appeals. On February 9, 2016, the U.S. Supreme Court granted a stay of the implementation of the Clean
Power Plan before the Circuit Court even issued a decision. By its terms, this stay will remain in effect throughout the
pendency of the appeals process including at the Circuit Court and the Supreme Court through any certiorari petition
that may be granted. The stay suspends the rule, including the requirement that states must start submitting
implementation plans by 2018. It is not yet clear how the either the Circuit Court or the Supreme Court will

ultimately rule on the legality of the Clean Power Plan.

In addition to the EPA, the Bureau of Land Management (“BLM”) also promulgated rules to regulate hydraulic
fracturing. The BLM rule establishes new requirements relating to well construction, water management, and
chemical disclosure for companies drilling on federal and tribal land. This rule has been challenged in the District of
Wyoming. The District Court issued a preliminary ruling enjoining enforcement of the BLM rule and holding that the
agency lacked authority to regulate hydraulic fracturing. Environmental groups have appealed this ruling to the Court
of Appeals for the Tenth Circuit. The case is likely to be heard in 2016.

11
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Although it is not currently possible to predict with specificity how any proposed or future greenhouse gas legislation
or regulation will impact our business, any legislation or regulation of greenhouse gas emissions that may be imposed
in areas in which we conduct business could result in increased compliance costs or additional operating restrictions or
reduced demand for our services, and could have a material adverse effect on our business, financial condition and
results of operations.

Water discharge. The Clean Water Act (“CWA”) and analogous state laws impose restrictions and strict controls with
respect to the discharge of pollutants, including spills and leaks of oil and other substances, into waters of the United
States. The discharge of pollutants into regulated waters is prohibited, except in accordance with the terms of a permit
issued by the EPA or an analogous state agency. The CWA and regulations implemented thereunder also prohibit the
discharge of dredge and fill material into regulated waters, including jurisdictional wetlands, unless authorized by an
appropriately issued permit. The CWA also requires the development and implementation of spill prevention, control
and countermeasures, including the construction and maintenance of containment berms and similar structures, if
required, to help prevent the contamination of navigable waters in the event of a petroleum hydrocarbon tank spill,
rupture or leak at such facilities. In addition, the CWA and analogous state laws require individual permits or
coverage under general permits for discharges of storm water runoff from certain types of facilities. Federal and state
regulatory agencies can impose administrative, civil and criminal penalties as well as other enforcement mechanisms
for non-compliance with discharge permits or other requirements of the CWA and analogous state laws and
regulations. Our compression operations do not generate process wastewaters that are discharged to waters of the U.S.
In any event, our customers assume responsibility under the majority of our standard natural gas compression
contracts for obtaining any discharge permits that may be required under the CWA.

Safe Drinking Water Act. A significant portion of our customers’ natural gas production is developed from
unconventional sources that require hydraulic fracturing as part of the completion process. Hydraulic fracturing
involves the injection of water, sand and chemicals under pressure into the formation to stimulate gas production.
Legislation to amend the Safe Drinking Water Act (“SDWA?”) to repeal the exemption for hydraulic fracturing from the
definition of “underground injection” and require federal permitting and regulatory control of hydraulic fracturing, as
well as legislative proposals to require disclosure of the chemical constituents of the fluids used in the fracturing
process, have been proposed and the U.S. Congress continues to consider legislation to amend the Safe Drinking
Water Act. Scrutiny of hydraulic fracturing activities continues in other ways, with the EPA having commenced a
multi-year study of the potential environmental impacts of hydraulic fracturing, preliminary results of which were
released for public comment in June 2015, which stated that EPA had not found evidence of widespread, systemic
impacts on drinking water resources from hydraulic fracturing operations. This report has not yet been finalized, and
the EPA’s ultimate conclusions may be impacted by recent comments from the EPA’s Science Advisory Board
regarding the sufficiency of the data underlying some of the EPA’s conclusions. The EPA also has announced that it
believes hydraulic fracturing using fluids containing diesel fuel can be regulated under the SDW A notwithstanding the
SDWA'’s general exemption for hydraulic fracturing. Several states have also proposed or adopted legislative or
regulatory restrictions on hydraulic fracturing, including prohibitions on the practice. We cannot predict the future of
such legislation and what additional, if any, provisions would be included. If additional levels of regulation,
restrictions and permits were required through the adoption of new laws and regulations at the federal or state level or
the development of new interpretations of those requirements by the agencies that issue the permits, that could lead to
delays, increased operating costs and process prohibitions that could reduce demand for our compression services,
which would materially adversely affect our revenue and results of operations.
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Solid waste. The Resource Conservation and Recovery Act (“RCRA”) and comparable state laws control the
management and disposal of hazardous and non-hazardous waste. These laws and regulations govern the generation,
storage, treatment, transfer and disposal of wastes that we generate including, but not limited to, used oil, antifreeze,
filters, sludges, paint, solvents and sandblast materials. The EPA and various state agencies have limited the approved
methods of disposal for these types of wastes.

Site remediation. The Comprehensive Environmental Response Compensation and Liability Act (“CERCLA”) and
comparable state laws impose strict, joint and several liability without regard to fault or the legality of the original
conduct on certain classes of persons that contributed to the release of a hazardous substance into the environment.
These
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persons include the owner and operator of a disposal site where a hazardous substance release occurred and any
company that transported, disposed of or arranged for the transport or disposal of hazardous substances released at the
site. Under CERCLA, such persons may be liable for the costs of remediating the hazardous substances that have been
released into the environment, for damages to natural resources, and for the costs of certain health studies. In addition,
where contamination may be present, it is not uncommon for the neighboring landowners and other third parties to file
claims for personal injury, property damage and recovery of response costs. While we generate materials in the course
of our operations that may be regulated as hazardous substances, we have not received notification that we may be
potentially responsible for cleanup costs under CERCLA at any site.

While we do not currently own or lease any material facilities or properties for storage or maintenance of our inactive
compression units, we may use third party properties for such storage and possible maintenance and repair activities.
In addition, our active compression units typically are installed on properties owned or leased by third party customers
and operated by us pursuant to terms set forth in the natural gas compression services contracts executed by those
customers. Under most of our natural gas compression services contracts, our customers must contractually indemnify
us for certain damages we may suffer as a result of the release into the environment of hazardous and toxic substances.
We are not currently responsible for any remedial activities at any properties used by us; however, there is always the
possibility that our future use of those properties may result in spills or releases of petroleum hydrocarbons, wastes or
other regulated substances into the environment that may cause us to become subject to remediation costs and
liabilities under CERCLA, RCRA or other environmental laws. We cannot provide any assurance that the costs and
liabilities associated with the future imposition of such remedial obligations upon us would not have a material
adverse effect on our operations or financial position.

Safety and health. The Occupational Safety and Health Act (“OSHA”) and comparable state laws strictly govern the
protection of the health and safety of employees. The OSHA hazard communication standard, the EPA community
right-to-know regulations under the Title III of CERCLA and similar state statutes require that we organize and, as
necessary, disclose information about hazardous materials used or produced in our operations to various federal, state
and local agencies, as well as employees.

Employees

USAC Management, a wholly owned subsidiary of our general partner, performs certain management and other
administrative services for us, such as accounting, corporate development, finance and legal. All of our employees,
including our executive officers, are employees of USAC Management. As of December 31, 2015, USAC
Management had 478 full time employees. None of our employees are subject to collective bargaining agreements.
We consider our employee relations to be good.

Available Information
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Our website address is usacompression.com. We make available, free of charge at the “Investor Relations” portion of
our website, our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
all amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), as soon as reasonably practicable after such reports are electronically filed
with, or furnished to, the SEC. The information contained on our website does not constitute part of this report.

The SEC maintains a website that contains these reports at sec.gov. Any materials we file with the SEC also may be
read or copied at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. Information
concerning the operation of the Public Reference Room may be obtained by calling the SEC at (800) 732-0330.
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ITEM 1A Risk Factors

As described in Part I (“Disclosure Regarding Forward-Looking Statements”), this report contains forward-looking
statements regarding us, our business and our industry. The risk factors described below, among others, could cause
our actual results to differ materially from the expectations reflected in the forward-looking statements. If any of the
following risks were to occur, our business, financial condition or results of operations could be materially and
adversely affected. In that case, we might not be able to pay our minimum quarterly distribution on our common units
or grow such distributions and the trading price of our common units could decline. Although the risk factors
described below discuss potential risks and factors related to our outstanding subordinated units, all of our outstanding
subordinated units will convert to common units on a one-for-one basis on February 16, 2016 upon the payment of our
quarterly distribution on February 12, 2016.

Risks Related to Our Business

We may not have sufficient cash from operations following the establishment of cash reserves and payment of fees
and expenses, including cost reimbursements to our general partner, to enable us make cash distributions at our
current distribution rate to our unitholders.

In order to make cash distributions at our current distribution rate of $0.525 per unit per quarter, or $2.10 per unit per
year, we will require available cash of $28.0 million per quarter, or $112.1 million per year, based on the number of
common units, subordinated units and the 1.46% general partner interest outstanding as of February 9, 2016. Under
our cash distribution policy, the amount of cash we can distribute to our unitholders principally depends upon the
amount of cash we generate from our operations, which will fluctuate from quarter to quarter based on, among other
things:

- the level of production of, demand for, and price of natural gas and crude oil, particularly the level of production in
the locations where we provide compression services;

the fees we charge, and the margins we realize, from our compression services;

the cost of achieving organic growth in current and new markets;

the level of competition from other companies; and

prevailing global and regional economic and regulatory conditions, and their impact on us and our customers.
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In addition, the actual amount of cash we will have available for distribution will depend on other factors, including:

the levels of our maintenance capital expenditures and expansion capital expenditures;

the level of our operating costs and expenses;

our debt service requirements and other liabilities;

fluctuations in our working capital needs;

restrictions contained in our revolving credit facility;

the cost of acquisitions;

fluctuations in interest rates;

the financial condition of our customers;
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our ability to borrow funds and access the capital markets; and

the amount of cash reserves established by our general partner.

A long-term reduction in the demand for, or production of, natural gas or crude oil in the locations where we operate
could adversely affect the demand for our services or the prices we charge for our services, which could result in a
decrease in our revenues and cash available for distribution to unitholders.

The demand for our compression services depends upon the continued demand for, and production of, natural gas and
crude oil. Demand may be affected by, among other factors, natural gas prices, crude oil prices, weather, availability
of alternative energy sources, governmental regulation and general demand for energy. Any prolonged, substantial
reduction in the demand for natural gas or crude oil would likely depress the level of production activity and result in
a decline in the demand for our compression services, which could result in a reduction in our revenues and our cash
available for distribution.

In particular, lower natural gas or crude oil prices over the long term could result in a decline in the production of
natural gas or crude oil, respectively, resulting in reduced demand for our compression services. For example, the
North American rig count, as measured by Baker Hughes, hit a 2014 peak of 1,931 rigs on September 12, 2014, and at
that time, Henry Hub natural gas spot prices were $3.82 per MMBtu and West Texas Intermediate (“WTI”) crude oil
spot prices were $92.18 per barrel. By December 31, 2014, Henry Hub natural gas prices had decreased by 18% while
WTI crude prices decreased by 42%; however the total rig count only decreased by 6% to 1,811 rigs. Over the course
of the year ended December 31, 2015, commodity prices deteriorated further (natural gas prices and crude oil prices
were 27% and 31% lower than at December 31, 2014, respectively). This continued decline in commodity prices had a
more pronounced effect on drilling activity levels, as the total rig count decreased 61% to a total of 698 rigs over the
same time period. As a result of the slowdown in new drilling activity in certain operating areas, as well as slowing or
flattening of production growth in other areas, we expect to see and are experiencing pressure on service rates for new
and existing services and a decline in utilization relative to the recent past. In addition, a small portion of our fleet is
used in connection with crude oil production using horizontal drilling techniques. Given the more pronounced
decrease in the price of crude oil, we have also experienced pressure on service rates from our customers in gas lift
applications, and expect that this trend could continue if prices remain depressed and activity levels remain low.

Additionally, an increasing percentage of natural gas and crude oil production comes from unconventional sources,
such as shales, tight sands and coalbeds. Such sources can be less economically feasible to produce in low commodity
price environments, in part due to costs related to compression requirements, and a reduction in demand for natural
gas or gas lift for crude oil may cause such sources of natural gas or crude oil to be uneconomic to drill and produce,
which could in turn negatively impact the demand for our services. Further, if demand for our services decreases, we
may be asked to renegotiate our service contracts at lower rates. In addition, governmental regulation and tax policy
may impact the demand for natural gas or crude oil or impact the economic feasibility of development of new fields or
production of existing fields, which are important components of our ability to expand.
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We have several key customers. The loss of any of these customers would result in a decrease in our revenues and
cash available for distribution.

We provide compression services under contracts with several key customers. The loss of one of these key customers
may have a greater effect on our financial results than for a company with a more diverse customer base. We did not
have revenue from any single customer greater than 10% of total revenue for the year ended December 31, 2015.
Southwestern Energy Corporation and its subsidiaries accounted for 11.6% of our revenue for the year ended
December 31, 2014. No other customer accounted for greater than 10% of total revenue for the year ended December
31, 2014. Our ten largest customers accounted for 45% and 46% of our revenue for the years ended December 31,
2015 and 2014, respectively. The loss of all or even a portion of the compression services we provide to our key
customers, as a result of competition or otherwise, could have a material adverse effect on our business, results of
operations, financial condition and cash available for distribution.
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The deterioration of the financial condition of our customers could adversely affect our business.

During times when the natural gas or crude oil markets weaken, our customers are more likely to experience financial
difficulties, including being unable to access debt or equity financing, which could result in a reduction in our
customers’ spending for our services. For example, our customers could seek to preserve capital by using lower cost
providers, not renewing month-to-month contracts or determining not to enter into any new compression service
contracts. The significant decline in commodity prices has caused many of our customers to reconsider near-term
capital budgets, which may impact large-scale natural gas infrastructure and crude oil production activities. We expect
the drop in commodity prices will cause a delay or cancellation of some customers’ projects. Reduced demand for our
services could adversely affect our business, results of operations, financial condition and cash flows. In addition, in
the course of our business we hold accounts receivable from our customers. In the event that any such customer was
to enter into bankruptcy, we could lose all or a portion of such outstanding accounts receivable associated with that
customer. Further, if a customer was to enter into bankruptcy, it could also result in the cancellation of all or a portion
of our service contracts with such customer at significant expense to us.

We face significant competition that may cause us to lose market share and reduce our cash available for distribution.

The compression business is highly competitive. Some of our competitors have a broader geographic scope, as well as
greater financial and other resources than we do. Our ability to renew or replace existing contracts with our customers
at rates sufficient to maintain current revenue and cash flows could be adversely affected by the activities of our
competitors and our customers. If our competitors substantially increase the resources they devote to the development
and marketing of competitive services or substantially decrease the prices at which they offer their services, we may
be unable to compete effectively. Some of these competitors may expand or construct newer, more powerful or more
flexible compression fleets that would create additional competition for us. All of these competitive pressures could
have a material adverse effect on our business, results of operations, financial condition and reduce our cash available
for distribution.

Our customers may choose to vertically integrate their operations by purchasing and operating their own compression
fleet, expanding the amount of compression units they currently own or using alternative technologies for enhancing
crude oil production.

Our customers that are significant producers, processors, gatherers and transporters of natural gas and crude oil may
choose to vertically integrate their operations by purchasing and operating their own compression fleets in lieu of
using our compression services. The historical availability of attractive financing terms from financial institutions and
equipment manufacturers facilitates this possibility by making the purchase of individual compression units
increasingly affordable to our customers. In addition, there are many technologies available for the artificial
enhancement of crude oil production, and our customers may elect to use these alternative technologies instead of the
gas lift compression services we provide. Such vertical integration, increases in vertical integration or use of
alternative technologies could result in decreased demand for our compression services, which may have a material
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adverse effect on our business, results of operations, financial condition and reduce our cash available for distribution.

A significant portion of our services are provided to customers on a month-to-month basis, and we cannot be sure that
such customers will continue to utilize our services.

Our contracts typically have an initial term of between six months and five years, depending on the application and
location of the compression unit. After the expiration of the applicable term, the contract continues on a
month-to-month or longer basis until terminated by us or our customers upon notice as provided for in the applicable
contract. As of December 31, 2015, approximately 39% of our compression services on a horsepower basis (and 43%
on a revenue basis for the year ended December 31, 2015) were provided on a month-to-month basis to customers

who continue to utilize our services following expiration of the primary term of their contracts with us. These
customers can generally terminate their month-to-month compression services contracts on 30-days’ written notice. If a
significant number of these customers were to terminate their month-to-month services, or attempt to renegotiate their
month-to-month contracts at substantially lower rates, it could have a material adverse effect on our business, results

of operations, financial condition and cash available for distribution.
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We may be unable to grow our cash flows if we are unable to expand our business, which could limit our ability to
maintain or increase distributions to our unitholders.

A principal focus of our strategy is to continue to grow the per unit distribution on our units by expanding our
business over time. Our future growth will depend upon a number of factors, some of which we cannot control. These
factors include our ability to:

develop new business and enter into service contracts with new customers;

retain our existing customers and maintain or expand the services we provide them;

maintain or increase the fees we charge, and the margins we realize, from our compression services;

recruit and train qualified personnel and retain valued employees;

expand our geographic presence;

effectively manage our costs and expenses, including costs and expenses related to growth;

consummate accretive acquisitions;

obtain required debt or equity financing on favorable terms for our existing and new operations; and

meet customer specific contract requirements or pre-qualifications.

If we do not achieve our expected growth, we may not be able to maintain or increase distributions to our unitholders,
in which event the market price of our units will likely decline materially.

We may be unable to grow successfully through acquisitions, and we may not be able to integrate effectively the
businesses we may acquire, which may impact our operations and limit our ability to increase distributions to our
unitholders.
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From time to time, we may choose to make business acquisitions to pursue market opportunities, increase our existing
capabilities and expand into new areas of operations. While we have reviewed acquisition opportunities in the past
and will continue to do so in the future, we may not be able to identify attractive acquisition opportunities or
successfully acquire identified targets. In addition, we may not be successful in integrating any future acquisitions into
our existing operations, which may result in unforeseen operational difficulties or diminished financial performance or
require a disproportionate amount of our management’s attention. Even if we are successful in integrating future
acquisitions into our existing operations, we may not derive the benefits, such as operational or administrative
synergies, that we expected from such acquisitions, which may result in the commitment of our capital resources
without the expected returns on such capital. Furthermore, competition for acquisition opportunities may escalate,
increasing our cost of making acquisitions or causing us to refrain from making acquisitions. Our inability to make
acquisitions, or to integrate acquisitions successfully into our existing operations, may adversely impact our
operations and limit our ability to increase distributions to our unitholders.

Our ability to grow in the future is dependent on our ability to access external expansion capital.

Our partnership agreement requires us to distribute to our unitholders all of our available cash, which excludes
prudent operating reserves. We expect that we will rely primarily upon cash generated by operating activities and,
where necessary, borrowings under our revolving credit facility and the issuance of debt and equity securities, to fund
expansion capital expenditures. However, we may not be able to obtain equity or debt financing on terms favorable to
us, or at all. To the extent we are unable to efficiently finance growth externally, our ability to increase distributions to
our unitholders could be significantly impaired. In addition, because we distribute all of our available cash, which
excludes prudent operating reserves, we may not grow as quickly as businesses that reinvest their available cash to
expand ongoing operations. To the extent we issue additional units in connection with other expansion capital
expenditures, the payment of distributions on those additional units may increase the risk that we will be unable to
maintain or increase our per unit distribution level. There are no limitations in our partnership agreement on our
ability to issue additional units,
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including units ranking senior to the common units. Similarly, the incurrence of borrowings or other debt by us to
finance our growth strategy would result in interest expense, which in turn would affect our cash available for
distribution.

Our debt levels may limit our flexibility in obtaining additional financing, pursuing other business opportunities and
paying distributions.

We have a $1.1 billion revolving credit facility that matures in January 2020. In addition, we have the option to
increase the amount of total commitments under the revolving credit facility by $200 million, subject to receipt of
lender commitments and satisfaction of other conditions. As of December 31, 2015, we had outstanding borrowings
of $729.2 million with a leverage ratio of 4.8x, borrowing base availability (based on our borrowing base) of $370.8
million and, subject to compliance with the applicable financial covenants, available borrowing capacity under the
revolving credit facility of $101.0 million. Financial covenants permit a maximum leverage ratio of 5.50 to 1.0
through the end of the fiscal quarter ending June 30, 2016 and 5.00 to 1.0 thereafter. As of February 9, 2016, we had
outstanding borrowings of $740.2 million.

Our ability to incur additional debt is subject to limitations in our revolving credit facility, including certain financial
covenants. Our level of debt could have important consequences to us, including the following:

- our ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions or
other purposes may not be available or such financing may not be available on favorable terms;

- we will need a portion of our cash flow to make payments on our indebtedness, reducing the funds that would
otherwise be available for operating activities, future business opportunities and distributions; and

- our debt level will make us more vulnerable, than our competitors with less debt, to competitive pressures or a
downturn in our business or the economy generally.

Our ability to service our debt will depend upon, among other things, our future financial and operating performance,
which will be affected by prevailing economic conditions and financial, business, regulatory and other factors, some
of which are beyond our control. In addition, our ability to service our debt under the revolving credit facility could be
impacted by market interest rates, as all of our outstanding borrowings are subject to interest rates that fluctuate with
movements in interest rate markets. A substantial increase in the interest rates applicable to our outstanding
borrowings could have a material impact on our cash available for distribution. If our operating results are not
sufficient to service our current or future indebtedness, we could be forced to take actions such as reducing
distributions, reducing or delaying our business activities, acquisitions, investments or capital expenditures, selling
assets, restructuring or refinancing our debt or seeking additional equity capital. We may be unable to effect any of
these actions on terms satisfactory to us, or at all.
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Restrictions in our revolving credit facility may limit our ability to make distributions to our unitholders and may limit
our ability to capitalize on acquisition and other business opportunities.

The operating and financial restrictions and covenants in our revolving credit facility and any future financing
agreements could restrict our ability to finance future operations or capital needs or to expand or pursue our business
activities. Our revolving credit facility restricts or limits our ability (subject to exceptions) to:

grant liens;

make certain loans or investments;

incur additional indebtedness or guarantee other indebtedness;

enter into transactions with affiliates;

18

41



Edgar Filing: USA Compression Partners, LP - Form 10-K

Table of Contents

merge or consolidate;

sell our assets; or

make certain acquisitions.

Furthermore, our revolving credit facility contains certain operating and financial covenants. Our ability to comply
with these covenants and restrictions may be affected by events beyond our control, including prevailing economic,
financial and industry conditions. If market or other economic conditions deteriorate, our ability to comply with these
covenants may be impaired. If we violate any of the restrictions, covenants, ratios or other tests in our revolving credit
facility, a significant portion of our indebtedness may become immediately due and payable, our lenders’ commitment
to make further loans to us may terminate, and we may be prohibited from making distributions to our unitholders. We
might not have, or be able to obtain, sufficient funds to make these accelerated payments. We may not be able to
replace such revolving credit facility, or if we are, any subsequent replacement of our revolving credit facility or any
new indebtedness could have similar or greater restrictions. Please read Part I, Item 7 (“Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—Description of Revolving
Credit Facility”).

An impairment of goodwill or other intangible assets could reduce our earnings.

We have recorded $35.9 million of goodwill and $78.8 million of other intangible assets as of December 31, 2015.
Goodwill is recorded when the purchase price of a business exceeds the fair market value of the tangible and
separately measurable intangible net assets. Generally accepted accounting principles of the United States (“GAAP”)
requires us to test goodwill for impairment on an annual basis or when events or circumstances occur indicating that
goodwill might be impaired. Any event that causes a reduction in demand for our services could result in a reduction
of our estimates of future cash flows and growth rates in our business. These events could cause us to record
impairments of goodwill or other intangible assets. If we determine that any of our goodwill or other intangible assets
are impaired, we will be required to take an immediate charge to earnings with a corresponding reduction of partners’
capital resulting in an increase in balance sheet leverage as measured by debt to total capitalization. For the year ended
December 31, 2015, we recognized a $172.2 million impairment of goodwill due primarily to the decline in our unit
price, the sustained decline in global commodity prices, expected reduction in the capital budgets of certain of our
customers and the impact these factors have on our expected future cash flows (see Note 2 of our consolidated
financial statements). There was no impairment recorded for other intangible assets for the year ended December 31,
2015. There was no impairment recorded for goodwill or other intangible assets for the years ended December 31,
2014.

Impairment in the carrying value of long-lived assets could reduce our earnings.
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We have a significant amount of long-lived assets on our consolidated balance sheet. Under GAAP, long-lived assets
are required to be reviewed for impairment when events or circumstances indicate that its carrying value may not be
recoverable or will no longer be utilized in the operating fleet. The carrying value of a long-lived asset is not
recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual
disposition of the asset. If business conditions or other factors cause the expected undiscounted cash flows to decline,
we may be required to record non-cash impairment charges. Events and conditions that could result in impairment in
the value of our long-lived assets include changes in the industry in which we operate, competition, advances in
technology, adverse changes in the regulatory environment, or other factors leading to reduction in expected long-term
profitability. For example, during the fiscal year ended December 31, 2015, we evaluated the future deployment of our
idle fleet under then-current market conditions and determined to retire and either sell or re-utilize the key components
of 166 compressor units, or approximately 58,000 horsepower, that were previously used to provide services in our
business, resulting in approximately $27.3 million impairment of long-lived assets.
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Our ability to manage and grow our business effectively may be adversely affected if we lose management or
operational personnel.

We depend on the continuing efforts of our executive officers. The departure of any of our executive officers could
have a significant negative effect on our business, operating results, financial condition and on our ability to compete
effectively in the marketplace.

Additionally, our ability to hire, train and retain qualified personnel will continue to be important and could become
more challenging as we grow and to the extent energy industry market conditions are competitive. When general
industry conditions are good, the competition for experienced operational and field technicians increases as other
energy and manufacturing companies’ needs for the same personnel increases. Our ability to grow or even to continue
our current level of service to our current customers could be adversely impacted if we are unable to successfully hire,
train and retain these important personnel.

We depend on a limited number of suppliers and are vulnerable to product shortages and price increases, which could
have a negative impact on our results of operations.

The substantial majority of the components for our natural gas compression equipment are supplied by Caterpillar
Inc., Cummins Inc. and Arrow Engine Company for engines, Air-X-Changers and Air Cooled Exchangers for coolers,
and Ariel Corporation, GE Oil & Gas Gemini products and Arrow Engine Company for compressor frames and
cylinders. Our reliance on these suppliers involves several risks, including price increases and a potential inability to
obtain an adequate supply of required components in a timely manner. We also rely primarily on four vendors, A G
Equipment Company, Alegacy Equipment, LLC, Standard Equipment Corp. and S&R, to package and assemble our
compression units. We do not have long-term contracts with these suppliers or packagers, and a partial or complete
loss of any of these sources could have a negative impact on our results of operations and could damage our customer
relationships. Some of these suppliers manufacture the components we purchase in a single facility and any damage to
that facility could lead to significant delays in delivery of completed units.

We are subject to substantial environmental regulation, and changes in these regulations could increase our costs or
liabilities.

We are subject to stringent and complex federal, state and local laws and regulations, including laws and regulations
regarding the discharge of materials into the environment, emission controls and other environmental protection and
occupational health and safety concerns. Environmental laws and regulations may, in certain circumstances, impose
strict liability for environmental contamination, which may render us liable for remediation costs, natural resource
damages and other damages as a result of our conduct that was lawful at the time it occurred or the conduct of, or
conditions caused by, prior owners or operators or other third parties. In addition, where contamination may be
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present, it is not uncommon for neighboring land owners and other third parties to file claims for personal injury,
property damage and recovery of response costs. Remediation costs and other damages arising as a result of
environmental laws and regulations, and costs associated with new information, changes in existing environmental
laws and regulations or the adoption of new environmental laws and regulations could be substantial and could
negatively impact our financial condition or results of operations. Moreover, failure to comply with these
environmental laws and regulations may result in the imposition of administrative, civil and criminal penalties and the
issuance of injunctions delaying or prohibiting operations.

We conduct operations in a wide variety of locations across the continental U.S. These operations require U.S. federal,
state or local environmental permits or other authorizations. Our operations may require new or amended facility
permits or licenses from time to time with respect to storm water discharges, waste handling or air emissions relating
to equipment operations, which subject us to new or revised permitting conditions that may be onerous or costly to
comply with. Additionally, the operation of compression units may require individual air permits or general
authorizations to operate under various air regulatory programs established by rule or regulation. These permits and
authorizations frequently contain numerous compliance requirements, including monitoring and reporting obligations
and operational restrictions, such as emission limits. Given the wide variety of locations in which we operate, and the
numerous environmental permits and other authorizations that are applicable to our operations, we may occasionally
identify or be
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notified of technical violations of certain requirements existing in various permits or other authorizations. We could be
subject to penalties for any noncompliance in the future.

In our business, we routinely deal with natural gas, oil and other petroleum products at our worksites. Hydrocarbons
or other hazardous substances or wastes may have been disposed or released on, under or from properties used by us
to provide compression services or inactive compression unit storage or on or under other locations where such
substances or wastes have been taken for disposal. These properties may be subject to investigatory, remediation and
monitoring requirements under federal, state and local environmental laws and regulations.

The modification or interpretation of existing environmental laws or regulations, the more vigorous enforcement of
existing environmental laws or regulations, or the adoption of new environmental laws or regulations may also
negatively impact oil and natural gas exploration and production, gathering and pipeline companies, including our
customers, which in turn could have a negative impact on us.

New regulations, proposed regulations and proposed modifications to existing regulations under the Clean Air Act, if
implemented, could result in increased compliance costs.

In August 2010, the EPA published new regulations under the CAA to control emissions of hazardous air pollutants
from existing stationary reciprocating internal combustion engines. In June, 2012, the EPA proposed amendments to
the final rule in response to several petitions for reconsideration, and EPA finalized the proposed amendments in
January 2013. The final rule was effective in 2013. The rule requires us to undertake certain expenditures and
activities, including purchasing and installing emissions control equipment on a portion of our engines located at
major sources of hazardous air pollutants, following prescribed maintenance practices for engines (which are
consistent with our existing practices), and implementing additional emissions testing and monitoring. If we were
unable to maintain compliance with the final rule, our business, financial condition, results of operations or cash
available for distribution could be impacted.

On October 26, 2015, the EPA published the finalized rule strengthening the NAAQs for ground level ozone. The rule
became effective on December 28, 2015. The final rule updates both the primary ozone standard and the secondary
standard. Both standards are 8-hour concentration standards of 70 ppb. In addition, in 2013, the EPA promulgated a
final rule revising the annual standard for fine particulate matter, or PM 2.5, by lowering the level from 15 to 12
micrograms per cubic meter. On December 18, 2014, the EPA issued final area designations for the 2012 NAAQs for
PM 2.5. Designation of new non-attainment areas for the revised ozone or PM 2.5 NAAQS may result in additional
federal and state regulatory actions that may impact our customers’ operations and increase the cost of additions to
property, plant and equipment.

46



Edgar Filing: USA Compression Partners, LP - Form 10-K

In 2012, the EPA finalized rules that establish new air emission controls for oil and natural gas production and natural
gas processing operations. Specifically, the EPA’s rule package included New Source Performance Standards to
address emissions of sulfur dioxide and VOCs and a separate set of emission standards to address hazardous air
pollutants frequently associated with oil and natural gas production and processing activities. The rules established
specific new requirements regarding emissions from compressors and controllers at natural gas processing plants,
dehydrators, storage tanks and other production equipment as well as the first federal air standards for natural gas
wells that are hydraulically fractured. In addition, the rules established leak detection requirements for natural gas
processing plants at 500 ppm. In 2013, the EPA issued a final update to the VOC performance standards for storage
tanks used in crude oil and natural gas production and transmission. On July 31, 2015, the EPA finalized amendments
to the definition of low-pressure wells and references to tanks connected to one another in the 2012 New Source
Performance Standards. On August 18, 2015, the EPA also proposed updates to the New Source Performance
Standards and Draft Control Techniques Guidelines in addition to proposing a Source Determination Rule, all of
which are intended to cut methane and VOC emissions from the oil and natural gas industry. These rules may require
a number of modifications to our operations, including the installation of new equipment to control emissions from
our compressors at initial startup. Compliance with such rules could result in significant costs, including increased
capital expenditures and operating costs, and could adversely impact our business.
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In addition, the TCEQ has finalized revisions to certain air permit programs that significantly increase the air
permitting requirements for new and certain existing oil and gas production and gathering sites for 15 counties in the
Barnett Shale production area. The final rule establishes new emissions standards for engines, which could impact the
operation of specific categories of engines by requiring the use of alternative engines, compression packages or the
installation of aftermarket emissions control equipment. The rule became effective for the Barnett Shale production
area in April 2011, with the lower emissions standards becoming applicable between 2015 and 2030 depending on the
type of engine and the permitting requirements. The cost to comply with the revised air permit programs is not
expected to be material at this time. However, the TCEQ has stated it will consider expanding application of the new
air permit program statewide. At this point, we cannot predict the cost to comply with such requirements if the
geographic scope is expanded.

A ruling by a panel of administrative law judges in a case before the Pennsylvania Environmental Hearing Board, to
which we are not a party, may have implications for the permitting of projects where our customers seek to use our
services. In this case, National Fuel Gas Midstream Corporation et al. v. Commonwealth of Pennsylvania, a panel of
administrative law judges on December 29, 2015, dismissed an appeal from a determination by the Pennsylvania
Department of Environmental Protection that the operations of two separate companies on parcels of land that were
not adjoining and were actually separated by forest land but were in close proximity should be aggregated as a single
source under the state air permitting regime. The implications of aggregating different sources into a single source is
that the overall emissions increase and may increase enough to trigger a more onerous permitting regime and require
more stringent controls. The court determined that this outcome was appropriate because, among other reasons, the
two companies were owned by a common parent and had several interlocking officers and directors. But it was
unclear whether the common parent in fact exercised control over the two companies’ operations. Unless this ruling is
overturned on further appeal, application of this ruling to other permit applications where the parties intend to use our
services may lead to a permitting regime that is more burdensome, time-consuming and costly to our customers, who
typically obtain permits. Moreover, we may be required to install lower emission engines or additional pollution
controls and may not be able to recoup all of the associated costs from our customers.

These new regulations and proposals, when finalized, and any other new regulations requiring the installation of more
sophisticated pollution control equipment could have a material adverse impact on our business, results of operations,
financial condition and cash available for distribution.

Climate change legislation and regulatory initiatives could result in increased compliance costs.

Methane, a primary component of natural gas, and carbon dioxide, a byproduct of the burning of natural gas, are
examples of greenhouse gases. In recent years, the U.S. Congress has considered legislation to reduce emissions of
greenhouse gases. It presently appears unlikely that comprehensive climate legislation will be passed by either house
of Congress in the near future, although energy legislation and other initiatives are expected to be proposed that may
be relevant to greenhouse gas emissions issues. However, almost half of the states have begun to address greenhouse
gas emissions, primarily through the planned development of emission inventories or regional greenhouse gas cap and
trade programs. Depending on the particular program, we could be required to control greenhouse gas emissions or to
purchase and surrender allowances for greenhouse gas emissions resulting from our operations.
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Independent of Congress, the EPA is beginning to adopt regulations controlling greenhouse gas emissions under its
existing CAA authority. For example, in December 2009, the EPA officially published its findings that emissions of
carbon dioxide, methane, and other greenhouse gases endanger human health and the environment because emissions
of such gases are, according to the EPA, contributing to warming of the earth’s atmosphere and other climatic changes.
These findings by the EPA allowed the agency to proceed with the adoption and implementation of regulations that
restrict emissions of greenhouse gases under existing provisions of the CAA. In 2009, the EPA adopted

rules regarding regulation of greenhouse emissions from motor vehicles. In addition, on September 2009, the EPA
issued a final rule requiring the reporting of greenhouse gas emissions in the United States beginning in 2011 for
emissions occurring in 2010 from specified large greenhouse gas emission sources. In November 2010, the EPA
published a final rule expanding its existing greenhouse gas emissions reporting rule for petroleum and natural gas
facilities, including natural gas transmission compression facilities that emit 25,000 metric tons or more of carbon
dioxide equivalent per year. The rule, which went into effect in December 2010, requires reporting of greenhouse gas
emissions by such
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regulated facilities to the EPA by September 2012 for emissions during 2011 and annually thereafter. In 2010, the
EPA also issued a final rule, known as the “Tailoring Rule,” that makes certain large stationary sources and modification
projects subject to permitting requirements for greenhouse gas emissions under the CAA.

Both the Tailoring Rule and the EPA’s endangerment finding were challenged in federal court and were upheld by the
D.C. Court of Appeals. In July 2014, the United States Supreme Court invalidated the Tailoring Rule but it refused to
consider other issues such as whether greenhouse gases endanger public health. As a result, under federal law, a
source is no longer required to meet the PSD and Title V permitting requirements based solely on its greenhouse gas
emissions.

The EPA has also sought to directly regulate methane emissions by proposing regulations to expand on Subpart
0000 of the CAA and target methane emissions from new and modified sources, including hydraulically fractured
wells. If the final rule is promulgated along the lines of the proposal, these requirements may add to our costs of doing
business and we may not be able to recoup all of these costs from our customers.

Finally, on June 2, 2014, the EPA proposed the Clean Power Plan rule, which is intended to reduce carbon emissions
from existing power plants by 32 percent from 2005 levels by 2030. Twenty-nine states and various industry groups
have challenged the EPA’s authority to regulate carbon dioxide emissions from existing coal-fired power plants under
Section 111(d) of the Clean Air Act in the Circuit Court. In January 2016, the parties asked the United States
Supreme Court to stay the plan while the lawsuit proceeds through the court appeals. On February 9, 2016, the U.S.
Supreme Court granted a stay of the implementation of the Clean Power Plan before the Circuit Court even issued a
decision. By its terms, this stay will remain in effect throughout the pendency of the appeals process including at the
Circuit Court and the Supreme Court through any certiorari petition that may be granted. The stay suspends the rule,
including the requirement that states must start submitting implementation plans by 2018. It is not yet clear how the
either the Circuit Court or the Supreme Court will ultimately rule on the legality of the Clean Power Plan. While not
directly applicable to our operations, in the near term this rule may have the effect of expanding the use of natural gas
to produce electricity. Any such expansion of the use of natural gas for this purpose may increase the need for
additional infrastructure, which may increase demand for our products. In the longer term, however, the Clean Power
Plan rule may also lead to reductions in the use of fossil fuels including natural gas, which may have adverse effects
on our business.

Although it is not currently possible to predict with specificity how any proposed or future greenhouse gas legislation
or regulation will impact our business, any legislation or regulation of greenhouse gas emissions that may be imposed
in areas in which we conduct business could result in increased compliance costs or additional operating restrictions or
reduced demand for our services, and could have a material adverse effect on our business, financial condition and
results of operations.

Increased regulation of hydraulic fracturing could result in reductions or delays in natural gas production by our
customers, which could adversely impact our revenue.
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A significant portion of our customers’ natural gas production is from unconventional sources that require hydraulic
fracturing as part of the completion process. Hydraulic fracturing involves the injection of water, sand and chemicals
under pressure into the formation to stimulate gas production. Legislation to amend the SDWA to repeal the
exemption for hydraulic fracturing from the definition of “underground injection” and require federal permitting and
regulatory control of hydraulic fracturing, as well as legislative proposals to require disclosure of the chemical
constituents of the fluids used in the fracturing process, were proposed in past sessions of Congress. The U.S.
Congress continues to consider legislation to amend the SDWA. Scrutiny of hydraulic fracturing activities continues
in other ways, with the EPA having commenced a multi-year study of the potential environmental impacts of
hydraulic fracturing, the preliminary results of which were released for public comment in June 2015. While the EPA
stated that it had found no evidence of widespread systemic impacts on drinking water sources from hydraulic
fracturing operations, the draft report has not been finalized yet. The EPA also has announced that it believes
hydraulic fracturing using fluids containing diesel fuel can be regulated under the SDWA notwithstanding the SDWA’s
general exemption for hydraulic fracturing. Several states have also proposed or adopted legislative or regulatory
restrictions on hydraulic fracturing, including prohibitions on the practice. We cannot predict if additional legislation
will be enacted and if so, what its provisions would be. If additional levels of regulation, restriction and permits are
required through the adoption of new laws and
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regulations, or the development of new regulatory interpretations at the federal or state level, that could lead to delays,
increased operating costs and process prohibitions for our customers that could reduce demand for our compression
services, which could have a material adverse effect on our business, financial condition, results of operations and
cash available for distribution.

We do not insure against all potential losses and could be seriously harmed by unexpected liabilities.

Our operations are subject to inherent risks such as equipment defects, malfunction and failures, and natural disasters
that can result in uncontrollable flows of gas or well fluids, fires and explosions. These risks could expose us to
substantial liability for personal injury, death, property damage, pollution and other environmental damages. Our
insurance may be inadequate to cover our liabilities. Further, insurance covering the risks we face or in the amounts
we desire may not be available in the future or, if available, the premiums may not be commercially justifiable. If we
were to incur substantial liability and such damages were not covered by insurance or were in excess of policy limits,
or if we were to incur liability at a time when we are not able to obtain liability insurance, our business, results of
operations and financial condition could be adversely affected.

Terrorist attacks, the threat of terrorist attacks or other sustained military campaigns may adversely impact our results
of operations.

The long-term impact of terrorist attacks and the magnitude of the threat of future terrorist attacks on the energy
industry in general and on us in particular are not known at this time. Uncertainty surrounding sustained military
campaigns may affect our operations in unpredictable ways, including disruptions of crude oil and natural gas supplies
and markets for crude oil, natural gas and natural gas liquids and the possibility that infrastructure facilities could be
direct targets of, or indirect casualties of, an act of terror. Changes in the insurance markets attributable to terrorist
attacks may make certain types of insurance more difficult for us to obtain, if we choose to do so. Moreover, the
insurance that may be available to us may be significantly more expensive than our existing insurance coverage.
Instability in the financial markets as a result of terrorism or war could also affect our ability to raise capital.

If we fail to develop or maintain an effective system of internal controls, we may not be able to report our financial
results accurately or prevent fraud, which would likely have a negative impact on the market price of our units.

In connection with the closing of our initial public offering, we became subject to the public reporting requirements of
the Exchange Act. Effective internal controls are necessary for us to provide reliable financial reports, prevent fraud
and to operate successfully as a publicly traded partnership. We continue to evaluate the effectiveness of and improve
upon our internal controls. Our efforts to develop and maintain our internal controls may not be successful, and we
may be unable to maintain effective controls over our financial processes and reporting in the future or to comply with
our obligations under Section 404 of the Sarbanes Oxley Act of 2002 (“Section 404”). For example,
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Section 404 requires us, among other things, to review and report annually on the effectiveness of our internal control
over financial reporting. We were required to comply with Section 404(a) beginning with our fiscal year ended
December 31, 2013. In addition, our independent registered public accountants will be required to assess the
effectiveness of internal control over financial reporting at the end of the fiscal year after we are no longer an
“emerging growth company” under the Jumpstart Our Business Startups Act, which may be for up to five fiscal years
after the date we completed our initial public offering, which was in January 2013. Any failure to develop, implement
or maintain effective internal controls or to improve our internal controls could harm our operating results or cause us
to fail to meet our reporting obligations. Given the difficulties inherent in the design and operation of internal controls
over financial reporting, we can provide no assurance as to our independent registered public accounting firm’s
conclusions about the effectiveness of our internal controls, and we may incur significant costs in our efforts to
comply with Section 404. Ineffective internal controls will subject us to regulatory scrutiny and a loss of confidence in
our reported financial information, which could have an adverse effect on our business and would likely have a
negative effect on the trading price of our units.
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Risks Inherent in an Investment in Us

Holders of our common units have limited voting rights and are not entitled to elect our general partner or its
directors.

Unlike the holders of common stock in a corporation, our unitholders have only limited voting rights on matters
affecting our business and, therefore, limited ability to influence management’s decisions regarding our business.
Unitholders have no right to elect our general partner or its board of directors. USA Compression Holdings is the sole
member of our general partner and has the right to appoint our general partner’s entire board of directors, including its
independent directors. If the unitholders are dissatisfied with the performance of our general partner, they have little
ability to remove our general partner. As a result of these limitations, the price of our common units may be
diminished because of the absence or reduction of a takeover premium in the trading price. Furthermore, our
partnership agreement also contains provisions limiting the ability of unitholders to call meetings or to acquire
information about our operations, as well as other provisions limiting the unitholders’ ability to influence the manner
or direction of management.

USA Compression Holdings owns and controls our general partner, which has sole responsibility for conducting our
business and managing our operations. Our general partner and its affiliates, including USA Compression Holdings,
have conflicts of interest with us and limited fiduciary duties and they may favor their own interests to the detriment
of us and our unitholders.

USA Compression Holdings, which is principally owned and controlled by Riverstone, owns and controls our general
partner and appointed all of the officers and directors of our general partner, some of whom are also officers and
directors of USA Compression Holdings. Although our general partner has a fiduciary duty to manage us in a manner
that is beneficial to us and our unitholders, the directors and officers of our general partner have a fiduciary duty to
manage our general partner in a manner that is beneficial to its owners. Conflicts of interest will arise between USA
Compression Holdings, Riverstone and our general partner, on the one hand, and us and our unitholders, on the other
hand. In resolving these conflicts of interest, our general partner may favor its own interests and the interests of USA
Compression Holdings and the other owners of USA Compression Holdings over our interests and the interests of our
unitholders. These conflicts include the following situations, among others:

- neither our partnership agreement nor any other agreement requires USA Compression Holdings to pursue a
business strategy that favors us;

our general partner is allowed to take into account the interests of parties other than us, such as USA
Compression Holdings, in resolving conflicts of interest;
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- our partnership agreement limits the liability of and reduces the fiduciary duties owed by our general partner, and
also restricts the remedies available to our unitholders for actions that, without such limitations, might constitute
breaches of fiduciary duty;

- except in limited circumstances, our general partner has the power and authority to conduct our business without
unitholder approval;

- our general partner determines the amount and timing of asset purchases and sales, borrowings, issuance of
additional partnership interests and the creation, reduction or increase of reserves, each of which can affect the
amount of cash that is distributed to our unitholders;

- our general partner determines the amount and timing of any capital expenditures and whether a capital expenditure

is classified as a maintenance capital expenditure, which reduces operating surplus, or an expansion capital
expenditure, which does not reduce operating surplus. This determination can affect the amount of cash that is
distributed to our unitholders and to our general partner and the ability of the subordinated units to convert to
common units;
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our general partner determines which costs incurred by it are reimbursable by us;

- our general partner may cause us to borrow funds in order to permit the payment of cash distributions, even if the
purpose or effect of the borrowing is to make a distribution on the subordinated units, to make incentive
distributions or to accelerate the expiration of the subordination period;

- our partnership agreement permits us to classify up to $36.6 million as operating surplus, even if it is generated from
asset sales, non-working capital borrowings or other sources that would otherwise constitute capital surplus. This
cash may be used to fund distributions as operating surplus from non-operating sources on our subordinated units or
to our general partner in respect of its General Partner Interest (as defined under Part II, Item 5 (“Market for
Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities™) or the
incentive distribution rights (or “IDRs”);

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

our general partner intends to limit its liability regarding our contractual and other obligations;

- our general partner may exercise its right to call and purchase all of the common units not owned by it and its
affiliates if they own more than 80% of the common units;

our general partner controls the enforcement of the obligations that it and its affiliates owe to us;

our general partner decides whether to retain separate counsel, accountants or others to perform services for us; and

- our general partner may elect to cause us to issue common units to it in connection with a resetting of the target
distribution levels related to the IDRs without the approval of the conflicts committee of the board of directors of our
general partner or our unitholders. This election may result in lower distributions to our common unitholders in
certain situations.

Our general partner’s liability regarding our obligations is limited.

Our general partner has included, and will continue to include, provisions in its and our contractual arrangements that
limit its liability under such contractual arrangements so that the counterparties to such arrangements have recourse
only against our assets, and not against our general partner or its assets. Our general partner may therefore cause us to
incur indebtedness or other obligations that are nonrecourse to our general partner. Our partnership agreement
provides that any action taken by our general partner to limit its liability is not a breach of our general partner’s
fiduciary duties, even if we could have obtained more favorable terms without the limitation on liability. In addition,
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we are obligated to reimburse or indemnify our general partner to the extent that it incurs obligations on our behalf.
Any such reimbursement or indemnification payments would reduce the amount of cash otherwise available for
distribution.

Our partnership agreement limits our general partner’s fiduciary duties to our unitholders.

Our partnership agreement contains provisions that modify and reduce the fiduciary standards to which our general
partner would otherwise be held by state fiduciary duty law. For example, our partnership agreement permits our
general partner to make a number of decisions in its individual capacity, as opposed to its capacity as our general
partner, or otherwise free of fiduciary duties to us and our unitholders. This entitles our general partner to consider
only the interests and factors that it desires and relieves it of any duty or obligation to give any consideration to any

interest of, or factors affecting, us, our affiliates or our limited partners. Examples of decisions that our general partner

may make in its individual capacity include:

how to allocate business opportunities among us and its affiliates;
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whether to exercise its limited call
right;

how to exercise its voting rights with respect to the units it owns;

whether to elect to reset target distribution levels; and

whether or not to consent to any merger or consolidation of the Partnership or amendment to the partnership
agreement.

By purchasing a unit, a unitholder agrees to become bound by the provisions in the partnership agreement, including
the provisions discussed above.

Even if holders of our common units are dissatisfied, they currently cannot remove our general partner without USA
Compression Holdings’ consent.

The unitholders are currently unable to remove our general partner because our general partner and its affiliates own
sufficient units to be able to prevent its removal. The vote of the holders of at least 662/3% of all outstanding common
and subordinated units voting together as a single class is required to remove our general partner. USA Compression
Holdings owns an aggregate of 41% of our outstanding common and subordinated units. Also, if our general partner is
removed without cause during the subordination period and no units held by the holders of the subordinated units or
their affiliates (including our general partner and its affiliates) are voted in favor of that removal, all subordinated
units will automatically be converted into common units. A removal of our general partner under these circumstances
would adversely affect our common units by prematurely eliminating their distribution and liquidation preference over
our subordinated units, which would otherwise have continued until we had met certain distribution and performance
tests (upon the payment of our quarterly distribution on February 12, 2016, we will meet these distribution and
performance tests and all of our outstanding subordinated units will convert to common units on a one-for-one basis
on February 16, 2016). Cause is narrowly defined in our partnership agreement to mean that a court of competent
jurisdiction has entered a final, non-appealable judgment finding our general partner liable for actual fraud or willful
misconduct in its capacity as our general partner. Generally, poor management of our business by our general partner
does not constitute “cause”.

Our partnership agreement restricts the remedies available to holders of our common units for actions taken by our
general partner that might otherwise constitute breaches of fiduciary duty.
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Our partnership agreement contains provisions that restrict the remedies available to unitholders for actions taken by
our general partner that might otherwise constitute breaches of fiduciary duty under state fiduciary duty law. For
example, our partnership agreement:

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

- provides that our general partner will not have any liability to us or our unitholders for decisions made in its capacity
as a general partner so long as such decisions are made in good faith, meaning that it believed that the decisions
were in the best interest of our partnership;

- provides that our general partner and its officers and directors will not be liable for monetary damages to us, our
limited partners or their assignees resulting from any act or omission unless there has been a final and
non-appealable judgment entered by a court of competent jurisdiction determining that our general partner or its
officers and directors, as the case may be, acted in bad faith or engaged in fraud or willful misconduct or, in the case
of a criminal matter, acted with knowledge that the conduct was criminal; and
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- provides that our general partner will not be in breach of its obligations under the partnership agreement or its
fiduciary duties to us or our unitholders if a transaction with an affiliate or the resolution of a conflict of interest is:

(a) approved by the conflicts committee of the board of directors of our general partner, although our general partner
is not obligated to seek such approval;

(b) approved by the vote of a majority of the outstanding common units, excluding any common units owned by our
PP y Jority g g any y
general partner and its affiliates;

(c) on terms no less favorable to us than those generally being provided to or available from unrelated third parties;
or

(d) fair and reasonable to us, taking into account the totality of the relationships among the parties involved, including
other transactions that may be particularly favorable or advantageous to us.

In connection with a situation involving a transaction with an affiliate or a conflict of interest, any determination by
our general partner must be made in good faith. If an affiliate transaction or the resolution of a conflict of interest is
not approved by our common unitholders or the conflicts committee and the board of directors of our general partner
determines that the resolution or course of action taken with respect to the affiliate transaction or conflict of interest
satisfies either of the standards set forth in subclauses (c) and (d) above, then it will conclusively be deemed that, in
making its decision, the board of directors of our general partner acted in good faith.

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

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

If our general partner elects to reset the target distribution levels, it will be entitled to receive a number of common
units and to maintain its general partner interest. The number of common units to be issued to our general partner will
equal the number of common units which would have entitled the holder to an average aggregate quarterly cash
distribution in the prior two quarters equal to the average of the distributions to our general partner on the IDRs in the
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prior two quarters. Our general partner’s general partner interest in us (currently 1.46%) will be maintained at the
percentage that existed immediately prior to the reset election. Our general partner could exercise this reset election at
a time when it is experiencing, or expects to experience, declines in the cash distributions it receives related to its
IDRs and may, therefore, desire to be issued common units rather than retain the right to receive incentive
distributions based on the initial target distribution levels. As a result, a reset election may cause our common
unitholders to experience a reduction in the amount of cash distributions that our common unitholders would have
otherwise received had we not issued new common units to our general partner in connection with resetting the target
distribution levels.

Our partnership agreement restricts the voting rights of unitholders owning 20% or more of our common units.

Unitholders’ voting rights are further restricted by a provision of our partnership agreement providing that any units
held by a person or group that owns 20% or more of any class of units then outstanding, other than our general
partner, its affiliates, their direct transferees and their indirect transferees approved by our general partner (which
approval may be granted in its sole discretion) and persons who acquired such units with the prior approval of our
general partner, cannot vote on any matter.
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Our general partner interest or the control of our general partner may be transferred to a third party without unitholder
consent.

Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or
substantially all of its assets without the consent of the unitholders. Furthermore, our partnership agreement does not
restrict the ability of USA Compression Holdings to transfer all or a portion of its ownership interest in our general
partner to a third party. The new owner of our general partner would then be in a position to replace the board of
directors and officers of our general partner with its own designees and thereby exert significant control over the
decisions made by the board of directors and officers of our general partner.

An increase in interest rates may cause the market price of our common units to decline.

Like all equity investments, an investment in our common units is subject to certain risks. In exchange for accepting
these risks, investors may expect to receive a higher rate of return than would otherwise be obtainable from lower-risk
investments. Accordingly, as interest rates rise, the ability of investors to obtain higher risk-adjusted rates of return by
purchasing government-backed debt securities may cause a corresponding decline in demand for riskier investments
generally, including yield based equity investments such as publicly traded partnership interests. Reduced demand for
our common units resulting from investors seeking other more favorable investment opportunities may cause the
trading price of our common units to decline.

We may issue additional units without your approval, which would dilute your existing ownership interests.

Our partnership agreement does not limit the number or timing of additional limited partner interests that we may

issue without the approval of our unitholders. The issuance by us of additional common units, including pursuant to
our Distribution Reinvestment Plan (“DRIP”) or our continuous offering program, or other equity securities of equal or
senior rank, will have the following effects:

our existing unitholders’ proportionate ownership interest in us will decrease;

the amount of cash available for distribution on each unit may
decrease;
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because a lower percentage of total outstanding units will be subordinated units during the subordination period, the
risk that a shortfall in the payment of the minimum quarterly distribution will be borne by our common unitholders
will increase;

- the ratio of taxable income to distributions may increase;

- the relative voting strength of each previously outstanding unit may be diminished;

- the market price of the common units may decline; and

- assuming the distribution per unit remains unchanged or increases, the cash distributions to the holder of the IDRs
will increase.

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

USA Compression Holdings holds an aggregate of 7,267,511 common units and 14,048,588 subordinated units. All of
our outstanding subordinated units will convert to common units on a one-for-one basis on February 16, 2016 upon
the payment of our quarterly distribution on February 12, 2016. Argonaut holds an aggregate of 7,715,948 common
units. In addition, USA Compression Holdings and Argonaut may acquire additional common units in connection with
our DRIP. We have agreed to provide USA Compression Holdings and Argonaut with certain registration rights for
any
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common and subordinated units they own, as applicable. The sale of these units in the public or private markets could
have an adverse impact on the price of the common units or on any trading market that may develop.

Our general partner has a call right that may require you to sell your units at an undesirable time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner will
have the right, which it may assign to any of its affiliates or to us, but not the obligation, to acquire all, but not less
than all, of the common units held by unaffiliated persons at a price that is not less than their then-current market
price, as calculated pursuant to the terms of our partnership agreement. As a result, you may be required to sell your
common units at an undesirable time or price. You may also incur a tax liability upon a sale of your units. USA
Compression Holdings owns an aggregate of approximately 19% of our outstanding common units. At the end of the
subordination period, assuming no additional issuances of common units (other than upon the conversion of the
subordinated units), USA Compression Holdings will own an aggregate of approximately 41% of our outstanding
common units. All of our outstanding subordinated units will convert to common units on a one-for-one basis on
February 16, 2016 upon the payment of our quarterly distribution on February 12, 2016.

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

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

we were conducting business in a state but had not complied with that particular state’s partnership statute; or

- your right to act with other unitholders to remove or replace our general partner, to approve some amendments to
our partnership agreement or to take other actions under our partnership agreement constitute “control” of our
business.

Unitholders may have liability to repay distributions that were wrongfully distributed to them.
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Under certain circumstances, unitholders may have to repay amounts wrongfully returned or distributed to them.
Under Section 17-607 of the Delaware Revised Uniform Limited Partnership Act (the “Delaware Act”), we may not
make a distribution to you if the distribution would cause our liabilities to exceed the fair value of our assets.
Delaware law provides that for a period of three years from the date of an impermissible distribution, limited partners
who received the distribution and who knew at the time of the distribution that it violated Delaware law will be liable
to the limited partnership for the distribution amount. Substituted limited partners are liable both for the obligations of
the assignor to make contributions to the partnership that were known to the substituted limited partner at the time it
became a limited partner and for those obligations that were unknown if the liabilities could have been determined
from the partnership agreement. Neither liabilities to partners on account of their partnership interest nor liabilities
that are non-recourse to the partnership are counted for purposes of determining whether a distribution is permitted.

The NYSE does not require a publicly traded partnership like us to comply with certain of its corporate governance
requirements.

Our common units are listed on the NYSE. Because we are a publicly traded partnership, the NYSE does not require
us to have a majority of independent directors on our general partner’s board of directors or to establish a
compensation committee or a nominating and corporate governance committee. Accordingly, unitholders do not have
the same protections afforded to investors in certain corporations that are subject to all of the NYSE corporate
governance requirements. Please read Part III, Item 10 (“Directors, Executive Officers and Corporate Governance”).
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Pursuant to certain federal securities laws, our independent registered public accounting firm will not be required to
attest to the effectiveness of our internal control over financial reporting pursuant to Section 404 of the Sarbanes
Oxley Act of 2002 for so long as we are an emerging growth company.

We are required to disclose changes made in our internal control over financial reporting on a quarterly basis, and we
are required to assess the effectiveness of our controls annually. However, for as long as we are an “emerging growth
company” under federal securities laws, our independent registered public accounting firm will not be required to attest
to the effectiveness of our internal control over financial reporting pursuant to Section 404. We could be an emerging
growth company for up to five years from the date of our initial public offering, which occurred on January 18, 2013.
Even if we conclude that our internal control over financial reporting is effective, our independent registered public
accounting firm may still decline to attest to our assessment or may issue a report that is qualified if it is not satisfied
with our controls or the level at which our controls are documented, designed, operated or reviewed, or if it interprets
the relevant requirements differently from us.

Tax Risks to Common Unitholders

Our tax treatment depends on our status as a partnership for federal income tax purposes. If the IRS were to treat us as
a corporation for federal income tax purposes, then our cash available for distribution would be substantially reduced.

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

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

If we were treated as a corporation for federal income tax purposes, we would pay federal income tax on our taxable
income at the corporate tax rate, which is currently a maximum of 35%, and would likely pay state and local income
tax at varying rates. Distributions would generally be taxed again as corporate dividends (to the extent of our current
and accumulated earnings and profits), and no income, gains, losses, deductions or credits would flow through to you.
Because a tax would be imposed upon us as a corporation, our cash available for distribution would be substantially
reduced. Therefore, if we were treated as a corporation for federal income tax purposes, there would be a material
reduction in the anticipated cash flow and after-tax return to our unitholders, likely causing a substantial reduction in
the value of our common units.
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Our partnership agreement provides that, if a law is enacted or existing law is modified or interpreted in a manner that
subjects us to taxation as a corporation or otherwise subjects us to entity level taxation for federal, state or local
income tax purposes, the minimum quarterly distribution amount and the target distribution amounts may be adjusted
to reflect the impact of that law on us.

If we were subjected to a material amount of additional entity level taxation by individual states, it would reduce our
cash available for distribution.

Changes in current state law may subject us to additional entity level taxation by individual states. Because of
widespread state budget deficits and other reasons, several states are evaluating ways to subject partnerships to entity
level taxation through the imposition of state income, franchise and other forms of taxation. For example, we are
required to pay the Revised Texas Franchise Tax each year at a maximum effective rate of 0.75% of our “margin”, as
defined in the law, apportioned to Texas in the prior year. Imposition of any similar taxes by any other state may
substantially reduce the cash available for distribution and, therefore, negatively impact the value of an investment in
our common units.
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The tax treatment of publicly traded partnerships or an investment in our common units could be subject to potential
legislative, judicial or administrative changes or differing interpretations, possibly applied on a retroactive basis.

The present federal income tax treatment of publicly traded partnerships, including us, or an investment in our
common units may be modified by administrative, legislative or judicial changes or differing interpretation at any
time. For example, the Obama administration’s budget proposal for fiscal year 2017 recommends that certain publicly
traded partnerships earning income from activities related to fossil fuels be taxed as corporations beginning in 2022.
From time to time, members of the U.S. Congress propose and consider such substantive changes to the existing
federal income tax laws that affect publicly traded partnerships. If successful, the Obama administration’s proposal or
other similar proposals could eliminate the qualifying income exception to the treatment of all publicly-traded
partnerships as corporations upon which we rely for our treatment as a partnership for U.S. federal income tax
purposes.

In addition, the Internal Revenue Service, on May 5, 2015, issued proposed regulations concerning which activities
give rise to qualifying income within the meaning of Section 7704 of the Internal Revenue Code. We do not believe
the proposed regulations affect our ability to qualify as a publicly traded partnership. However, finalized regulations
could modify the
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