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SEMGROUP CORPORATION
Two Warren Place
6120 S. Yale Avenue, Suite 700
Tulsa, Oklahoma 74136-4216
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 23, 2012
Dear Stockholders:
The Annual Meeting of Stockholders of SemGroup Corporation, a Delaware corporation, will be held at the Doubletree Hotel Tulsa at
Warren Place, 6110 South Yale Avenue, Tulsa, Oklahoma 74136, on May 23, 2012, at 9:00 a.m., local time, for the following purposes:
1.

To elect the seven nominees named in the accompanying proxy statement to our Board of Directors;

2.

To consider and act on an advisory vote to approve the compensation of our executive officers disclosed in the accompanying proxy
statement;

3.

To consider and act upon a proposal to ratify the appointment of BDO USA, LLP as our independent registered public accounting
firm for 2012; and

4.

To transact such other business as may properly come before the meeting or any adjournment thereof.

Stockholders of record at the close of business on April 5, 2012, the record date, are entitled to notice of, and to vote at, the Annual
Meeting. Your vote is important regardless of the number of shares you own. Whether or not you expect to attend the meeting, we hope you
will take the time to vote your shares. If you are a stockholder of record, you may vote over the Internet, by telephone or by completing and
mailing the enclosed proxy card in the envelope provided. If your shares are held in “street name,” that is, held for your account by a broker or
other nominee, you will receive instructions from the holder of record that you must follow for your shares to be voted.
By Order of the Board of Directors,
Candice L. Cheeseman
General Counsel and Secretary
Tulsa, Oklahoma
April 19, 2012
Important Notice Regarding the Availability of Proxy Materials for the 2012 Annual Meeting of Stockholders to be Held on
May 23, 2012:
Stockholders may view the accompanying proxy statement, our form of proxy and our 2011 Annual Report to Stockholders over
the Internet by accessing our website at http://www.semgroupcorp.com .
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SEMGROUP CORPORATION
Two Warren Place
6120 S. Yale Avenue, Suite 700
Tulsa, Oklahoma 74136-4216
PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 23, 2012
This proxy statement is furnished in connection with the solicitation by the Board of Directors of SemGroup Corporation, a Delaware
corporation (the “Company,” “SemGroup,” “we,” “our” or “us”), of proxies to be voted at the Annual Meeting of Stockholders to be held on
May 23, 2012, or at any adjournment thereof (the “Annual Meeting”), for the purposes set forth in the accompanying Notice of Annual
Meeting. This proxy statement and accompanying proxy were first sent on or about April 19, 2012, to stockholders of record on April 5, 2012.
Only holders of record of our Class A Common Stock (the “Class A Common Stock”) and Class B Common Stock (the “Class B
Common Stock” and, together with the Class A Common Stock, the “Common Stock” or “Voting Stock”) at the close of business on the record
date, April 5, 2012, will be entitled to notice of, and to vote at, the Annual Meeting. We have authorized under our Amended and Restated
Certificate of Incorporation (“Certificate of Incorporation”) 90,000,000 shares of Class A Common Stock, of which 41,710,391 shares were
outstanding as of the record date and are entitled to be voted at the Annual Meeting, and 10,000,000 shares of Class B Common Stock, of
which 162,361 shares were outstanding as of the record date and are entitled to be voted at the Annual Meeting. At the Annual Meeting,
holders of Class A Common Stock and Class B Common Stock will have one vote per share. All outstanding shares of Voting Stock are
entitled to vote as a single class on all proposals submitted to a vote at the Annual Meeting. There is no cumulative voting with respect to the
election of directors.
For more information about this solicitation and voting, please see the Questions and Answers section below.
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QUESTIONS AND ANSWERS
Q:

Who is soliciting my proxy?

A:

The Board of Directors of SemGroup Corporation.

Q:

Where and when is the Annual Meeting?

A:

9:00 a.m., local time, May 23, 2012 at the Doubletree Hotel Tulsa at Warren Place, 6110 South Yale Avenue, Tulsa, Oklahoma 74136.

Q:

What am I voting on at the Annual Meeting?

A:

•

The election of the seven nominees named in this proxy statement to our Board of Directors.

•

An advisory vote on executive compensation.

•

The ratification of BDO USA, LLP as our independent registered public accounting firm for 2012.

Q:

How does the Board of Directors recommend I vote?

A:

Please see the information included in this proxy statement relating to each of the matters to be voted on. Our Board of Directors
recommends that you vote:
•

“FOR” the election of all of the nominees for director named in this proxy statement;

•

“FOR” the approval, on an advisory basis, of the compensation of our executive officers named in this proxy statement; and

•

“FOR” ratification of the appointment of BDO USA, LLP as our independent registered public accounting firm for 2012.

Q:

How do I vote?

A:

Stockholders of Record . If you are a stockholder of record, you may vote by using any of the following methods:
•

VOTE BY INTERNET: You may use the Internet to vote by following the simple instructions on the enclosed proxy card. When
voting by Internet, you will need to have your proxy card in hand, so that you can reference the required Control Number.

•

VOTE BY TELEPHONE: You may use any touch-tone telephone to vote by following the simple instructions on the enclosed
proxy card. You will need to have your proxy card in hand when you call so that you can reference the required Control Number.

•

VOTE BY MAIL: You may vote by marking, signing and dating your proxy card and promptly returning it in the enclosed
postage-paid envelope.

The persons named as your proxy holders on the proxy card will vote the shares represented by your proxy in accordance with the
specifications you make. If no specification is made, such shares will be voted:
•

“FOR” the election of all of the nominees for director named in Proposal 1; and

•

“FOR” Proposals 2 and 3.

Please carefully consider the information contained in this proxy statement. Whether or not you expect to attend the Annual Meeting in
person, we urge you to vote by Internet or telephone, or by signing, dating and returning the enclosed proxy card as promptly as possible
in the postage-paid envelope provided, to ensure your representation and the presence of a quorum at the Annual Meeting. Stockholders
of record desiring to vote in person at the Annual Meeting may vote on the ballot provided at the meeting.

Table of Contents
Beneficial Owners . If your shares are held in a brokerage account, by a bank, by a trustee, or by another nominee, please follow the
voting instructions provided by your broker or other nominee. Most brokers or other nominees permit their customers to vote by
telephone or by Internet, in addition to voting by signing, dating and returning the voting instruction form in the postage-paid envelope
provided.
Beneficial owners desiring to vote at the Annual Meeting will need to contact the broker, bank, trustee, or other nominee that is the holder
of record of their shares to obtain a “legal proxy” to bring to the Annual Meeting.
Q:

Who will count the vote?

A:

Representatives of Computershare will count the votes and serve as the inspector of the election.

Q:

What constitutes a quorum?

A:

Stockholders representing at least a majority of our outstanding Voting Stock as of the record date must be present at the Annual Meeting,
either in person or by proxy, for there to be a quorum. Abstentions and broker non-votes are counted as present for establishing a quorum.
A broker non-vote occurs when a broker or other nominee holding shares for a beneficial owner does not vote on a particular proposal
because the broker or nominee does not have discretionary voting power and has not received instructions from the beneficial owner.

Q:

What vote is needed for these proposals to be adopted?

A:

Proposal 1—Election of Directors. The affirmative vote of a plurality of the votes cast at the Annual Meeting is required for the election
of directors. This means that the nominees with the largest number of votes “for” will be elected as directors, up to the maximum number
of directors to be chosen at the election. With respect to the election of directors, you may vote in favor of all nominees, withhold votes as
to all nominees, or vote in favor of all nominees except any specific nominee(s) listed as to which you withhold your votes. Votes
withheld are deemed present at the meeting and thus will be counted for purposes of determining whether there is a quorum.
Proposal 2—Advisory Vote on Executive Officer Compensation . The approval, on an advisory basis, of the compensation paid to our
executive officers named in this proxy statement requires the affirmative vote of a majority of shares of Voting Stock present or
represented by proxy and entitled to vote thereon at the Annual Meeting. Abstentions, which are included in the calculation of the number
of shares present or represented by proxy and entitled to vote at the Annual Meeting, will have the effect of a vote against the proposal.
The results of the advisory vote on executive officer compensation will not be binding on SemGroup or the Board of Directors.
Proposal 3—Ratification of Independent Registered Public Accounting Firm. The appointment of BDO USA, LLP as our independent
registered public accounting firm for the year 2012 will be ratified if a majority of the shares of Voting Stock present or represented by
proxy and entitled to vote, vote in favor. Abstentions with respect to the ratification of the appointment of BDO USA, LLP as our
independent registered public accounting firm will have the effect of a vote against the proposal.
A broker non-vote will have no effect on the outcome of the election of directors or any of the other proposals.

Q:

How will my shares be voted if they are held in a broker’s name?

A:

If you hold your shares through an account with a bank or broker, the bank or broker may vote your shares on some matters even if you
do not provide voting instructions. Brokerage firms have the authority under the New York Stock Exchange rules to vote shares on
certain matters (such as the ratification of
2
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independent registered public accounting firm) when their customers do not provide voting instructions. However, on other “non-routine”
matters, when the brokerage firm has not received voting instructions from its customers, the brokerage firm cannot vote the shares on
that matter and a “broker non-vote” occurs. The election of directors and the proposal seeking approval, on an advisory basis, of the
compensation paid to our named executive officers are considered “non-routine” matters. Accordingly, if you hold your shares through an
account with a bank or broker, such organization may not vote your shares on these important proposals unless you have provided
specific instructions as how to vote on these proposals. Please be sure to give specific voting instructions to your bank or broker so that
your vote may be counted.
Q:

What should I do now?

A:

You should vote your shares by the Internet, by telephone or by returning your signed and dated proxy card in the enclosed postage-paid
envelope as soon as possible so that your shares will be represented at the Annual Meeting.

Q:

Who conducts the proxy solicitation and how much will it cost?

A:

We are asking for your proxy for the Annual Meeting and will pay all the costs of asking for stockholder proxies. We can ask for proxies
through the mail or by telephone, fax, or in person. We can use our directors, officers and employees to ask for proxies. These people do
not receive additional compensation for these services. We will reimburse brokerage houses and other custodians, nominees and
fiduciaries for their reasonable out-of-pocket expenses for forwarding solicitation material to the beneficial owners of our Common
Stock.

Q:

Can I revoke my proxy?

A:

Yes. You can change your vote in one of four ways at any time before your proxy is used. First, you can enter a new vote by telephone or
Internet. Second, you can revoke your proxy by giving written notice to the Secretary of SemGroup at any time before it is voted. Third,
you can send a later dated proxy changing your vote. Fourth, you can attend the Annual Meeting and vote in person.

Q:

Who should I call with questions?

A:

If you have questions about the Annual Meeting, you should call Candice L. Cheeseman, Secretary, at (918) 524-8100.

Q:

When are the stockholder proposals for the Annual Meeting held in 2013 due?

A:

In order to be considered for inclusion in our proxy materials, you must submit proposals for next year’s annual meeting in writing to our
Secretary at our executive offices at Two Warren Place, 6120 S. Yale Avenue, Suite 700, Tulsa, Oklahoma 74136, on or prior to
December 20, 2012. Such proposals also must comply with Rule 14a-8 under the Securities Exchange Act of 1934.
In accordance with our Amended and Restated Bylaws, a stockholder who intends to submit a proposal for consideration, but not for
inclusion in our proxy materials, must provide written notice of the matter to our Secretary at Two Warren Place, 6120 S. Yale Avenue,
Suite 700, Tulsa, Oklahoma 74136, not less than 90 days nor more than 120 days prior to the first anniversary date of the immediately
preceding annual meeting of stockholders. As a result, any notice given by or on behalf of a stockholder pursuant to these provisions of
our Amended and Restated Bylaws (and not pursuant to Rule 14a-8 under the Securities Exchange Act of 1934) must be received no
earlier than January 23, 2013, and no later than February 22, 2013.
3

Table of Contents
PROPOSAL 1
ELECTION OF DIRECTORS
Our Amended and Restated Bylaws provide that our Board of Directors (the “Board of Directors”) shall consist of not less than three nor
more than eleven directors, as determined from time to time by resolution of the Board of Directors. The number of directors is currently fixed
at seven. Directors are elected by the stockholders to serve for a one-year term expiring at the next annual meeting of stockholders and until
their successors are duly elected and qualified, or until their earlier death, resignation or removal. The term of the current directors will expire
at the Annual Meeting.
In accordance with the recommendation of the Nominating and Corporate Governance Committee, the Board of Directors has nominated
Ronald A. Ballschmiede, Sarah M. Barpoulis, John F. Chlebowski, Karl F. Kurz, James H. Lytal, Thomas R. McDaniel and Norman J.
Szydlowski to the Board of Directors. All of the nominees are presently directors of SemGroup.
Director Changes . Stanley C. Horton resigned as a director effective May 2, 2011. Subsequently, the Nominating and Corporate
Governance Committee engaged and paid the fees of a professional search firm to assist the Nominating and Corporate Governance Committee
in identifying and evaluating potential director nominees to fill the vacancy created by Mr. Horton’s resignation. Following the candidate
identification and evaluation process, the Nominating and Corporate Governance Committee considered and recommended James H. Lytal to
the full Board of Directors, and the Board of Directors appointed Mr. Lytal as a director on November 4, 2011.
The persons named as proxies in the accompanying proxy, who have been designated by the Board of Directors, intend to vote, unless
otherwise instructed in such proxy, for the election of each of the nominees for director. Should any nominee named herein become unable for
any reason to stand for election as a director, it is intended that the persons named in such proxy will vote for the election of such other person
or persons as the Nominating and Corporate Governance Committee may recommend and the Board of Directors may propose to replace such
nominee. We know of no reason why any of the nominees will be unavailable or unable to serve.
Our Board of Directors recommends a vote “FOR” all nominees for directors.
Nominees for Directors
Set forth below is information with respect to each nominee for director, including information they have furnished as to his or her
principal occupation or employment for the past five or more years and certain other directorships held. Each nominee’s information below
also includes a summary of each individual’s experience, qualifications, attributes and skills that have led to the conclusion that each individual
should serve as a director. In addition to the specific experiences, qualifications, attributes and/or skills set forth below, each nominee generally
has demonstrated the highest professional and personal ethics, a broad range of experience in business, government and/or technology, the
ability to provide insights and practical wisdom based on his or her experience and expertise, a commitment to enhancing stockholder value,
compliance with legal and regulatory requirements and the ability to develop a good working relationship with other Board members and
contribute to the Board’s working relationship with senior management of SemGroup. See “–Corporate Governance–Consideration of Director
Nominees” below for additional information regarding director nominees and the nominating process.
Ronald A. Ballschmiede , age 56, has served as a director of SemGroup since November 2009. He currently serves as Chairman of the
Board’s Audit Committee. Since 2006, Mr. Ballschmiede has served as executive vice president and chief financial officer of Chicago
Bridge & Iron Co. N.V. (“CB&I”), a leading engineering, procurement and construction company that focuses on the energy and natural
resource industry. Prior to joining CB&I, he had a 29-year career in public accounting, primarily focused on serving public companies in the
manufacturing and construction industry. From 2002 until 2006, Mr. Ballschmiede served as a partner with Deloitte & Touche LLP. From
1977 to 2002, he was employed by Arthur Andersen, LLP, becoming a partner in its audit division in 1989. Mr. Ballschmiede graduated from
Northern Illinois University with a Bachelor of Science degree in accounting and is a certified public accountant.
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Mr. Ballschmiede provides the Board with extensive accounting and financial expertise gained from his service as executive vice
president and chief financial officer of CB&I and his prior experience as a partner of Deloitte & Touche LLP and Arthur Andersen, LLP. His
experience and knowledge make him a valuable contributor of financial, accounting and risk management expertise to the Board.
Mr. Ballschmiede qualifies as an “audit committee financial expert” as defined by the Securities and Exchange Commission.
Sarah M. Barpoulis , age 47, has served as a director of SemGroup since November 2009. She currently serves on the Audit Committee
and Compensation Committee of the Board of Directors. Since 2003, she has provided asset management and advisory services to the merchant
energy sector through Interim Energy Solutions, LLC, a company she founded. From 1991 to February 2003, Ms. Barpoulis was employed
with PG&E National Energy Group, Inc., now known as National Energy & Gas Transmission, Inc. (“National Energy”), a company that
developed, built, owned and operated electric generating and natural gas pipeline facilities and provided energy trading, marketing and risk
management services, last serving as senior vice president, commercial operations and trading from 2000. In July 2003, National Energy and
certain of its affiliates voluntarily filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the
District of Maryland and emerged from bankruptcy in October 2004 to sell its major operating business units pursuant to its court-approved
plan of reorganization. Ms. Barpoulis served from 2006 to 2008 as a director of Reliant Energy, Inc., where she served on the risk and financial
oversight committee and compensation committee. Ms. Barpoulis has a master’s degree in business administration from the Tuck School of
Business at Dartmouth College and a Bachelor of Science and engineering degree from Princeton University.
Ms. Barpoulis provides the Board with valuable executive-level leadership experience and risk management and business planning
expertise obtained from her consulting services provided through Interim Energy Solutions, LLC and her varied roles of increasing
responsibility with National Energy. She also has received a Certificate of Director Education from the NACD. Her risk management expertise,
background and prior board and work experience allow her to be a valuable contributor to the Board.
John F. Chlebowski , age 66, has served as a director and Chairman of the Board of Directors of SemGroup since November 2009.
Mr. Chlebowski served as president and chief executive officer of Lakeshore Operating Partners, LLC, a bulk liquid distribution firm, from
March 2000 until his retirement in December 2004. From July 1999 until March 2000, he was a senior executive and co-founder of Lakeshore
Liquids Operating Partners, LLC, a private venture firm in the bulk liquid distribution and logistics business, and from January 1998 until July
1999, he was a private investor and consultant in bulk liquid distribution. Prior to that, he was employed from 1994 until 1997 as president and
chief executive officer of GATX Terminals Corporation, a subsidiary of GATX Corporation, and, prior to that, as vice president of finance and
chief financial officer of GATX Corporation. He has served in the financial and energy segments of W.R. Grace & Co. Mr. Chlebowski is a
director of First Midwest Bancorp, Inc., a bank holding company, and NRG Energy, Inc., a Fortune 500 company which owns and operates one
of the largest and most diverse power generation portfolios in the United States. He is a former director of Laidlaw International, Inc.,
Phosphate Resource Partners and SpectraSite, Incorporated. Mr. Chlebowski graduated from Pennsylvania State University with a master’s
degree in business administration. He also has a Bachelor of Science degree from the University of Delaware.
Mr. Chlebowski provides the Board a broad level of experience as a current and former director of a number of public companies and as a
result of his executive leadership and financial management positions in diversified businesses, including, relevant to SemGroup’s business, the
bulk liquid distribution business. In addition, Mr. Chlebowski has significant experience serving on the audit committee and compensation
committee of other boards, including as chairman of both the compensation and the audit committees, and qualifies as an “audit committee
financial expert” as defined by the Securities and Exchange Commission. He has also served on the nominating/governance committee of
several public companies identified above. His broad and extensive management and financial experience, leadership skills and corporate
governance and related board knowledge allow him to be a valuable contributor to the Board as its Chairman.
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Karl F. Kurz , age 50, has served as a director of SemGroup since November 2009. He currently serves as Chairman of the
Compensation Committee and on the Nominating and Governance Committee of the Board of Directors. Since September 2009, Mr. Kurz has
served as a managing director of CCMP Capital Advisors, LLC, a global private equity firm. From 2000 to March 2009, he was employed with
Anadarko Petroleum Corporation, one the largest independent oil and gas exploration and production companies in the world, last serving as
chief operating officer from December 2006. Prior to this position, he served Anadarko Petroleum in various capacities, including as senior
vice president, North America operations, midstream and marketing, general manager, U.S. onshore, senior vice president, marketing, and vice
president, marketing. Prior to joining Anadarko Petroleum, Mr. Kurz previously served as general manager of midstream and marketing for
Vastar Resources, Inc. and, prior to that, as manager of crude oil marketing for ARCO Oil & Gas Company. He currently serves on the board
of Global Geophysical Services, Inc. and previously served on the board of Western Gas Partners from December 2007 through March 2009.
Mr. Kurz graduated with a Bachelor of Science degree in petroleum engineering from Texas A&M University. He is also a graduate of Harvard
University Business School’s advanced management program.
Mr. Kurz provides the Board extensive knowledge of the midstream energy services industry and executive-level leadership experience
gained through his services provided to Anadarko Petroleum Corporation, Vastar Resources, Inc. and Arco Oil and Gas Company as described
above. In addition, he brings public company board experience to our Board. His industry knowledge, executive-level leadership experience in
relatively complex organizations and public company board experience allow Mr. Kurz to be a qualified and valuable contributor to the Board.
James H. Lytal , age 54, has served as a director of SemGroup since November 2011. He serves on the Compensation Committee and
Nominating and Corporate Governance Committee of the Board of Directors. Since April 2009, Mr. Lytal has served as a senior advisor to
Global Infrastructure Partners, a New York based partnership that invests in infrastructure assets globally. From 1994 to 2004, Mr. Lytal was
president of Leviathan Gas Pipeline Partners, which later became El Paso Energy Partners, and then Gulfterra Energy Partners, where he served
on the board of directors. In 2004, Gulfterra merged with Enterprise Products Partners, the largest publicly-traded energy partnership in the
United States, with more than $31 billion in midstream energy assets, where Mr. Lytal served as executive vice president until 2009. From
1998 to 2008, he was directly involved in the development of over $3 billion in offshore platform and oil and gas pipeline projects. Having
entered the energy industry in 1980, Mr. Lytal’s business experience includes midstream mergers, acquisitions and master limited partnership
drop-downs, as well as onshore midstream and deepwater asset development and management. He graduated from the University of Texas at
Austin with a Bachelor of Science degree in petroleum engineering.
Mr. Lytal has over 30 years of experience in the midstream/MLP industry and provides the Board a broad range of knowledge and
understanding in the management of midstream assets. His experience, executive leadership skills and familiarity with governance issues,
particularly in the midstream sector, qualify him as a valuable and resourceful member of the Board.
Thomas R. McDaniel , age 63, has served as a director of SemGroup since November 2009. He currently serves as Chairman of the
Nominating and Governance Committee and on the Audit Committee of the Board of Directors. Mr. McDaniel was executive vice president,
chief financial officer and treasurer of Edison International, a generator and distributor of electric power and investor in infrastructure and
energy assets, before retiring in July 2008 after 37 years of service. Prior to January 2005, he was chairman, chief executive officer and
president of Edison Mission Energy, Edison International’s power generation subsidiary specializing in the development, acquisition,
construction, management and operation of power production facilities. Prior to that, Mr. McDaniel served as president and chief executive
officer of Edison Capital, a capital and financial services business subsidiary which invests worldwide in energy and infrastructure projects.
Mr. McDaniel serves on the board of directors of SunPower Corporation, a manufacturer of high-performance solar electric systems worldwide
for residential, commercial and utility-scale power plant customers. He also currently serves on the
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board of directors of Cypress Envirosystems, a subsidiary of Cypress Semiconductor Corp., the Senior Care Action Network (SCAN) and
SCAN Foundation. Mr. McDaniel graduated from the University of California with a Bachelor of Science degree.
Mr. McDaniel has extensive operational and financial management experience gained from his roles of increasing responsibility with
Edison International, a public company with annual revenue of $14.1 billion in fiscal 2008. In addition, he provides the Board with his
experience as a director and audit committee member of a public company. Mr. McDaniel’s operational and financial management experience
and his understanding of the role of board of directors allow him to be a valued contributor to the Board. Mr. McDaniel qualifies as an “audit
committee financial expert” as defined by the Securities and Exchange Commission.
Norman J. Szydlowski , age 60, has served as a director and as President and Chief Executive Officer of SemGroup since November
2009. Mr. Szydlowski also serves as chairman of the board of directors, president and chief executive officer of our wholly-owned subsidiary
Rose Rock Midstream GP, LLC, the general partner of Rose Rock Midstream, L.P. From January 2006 until January 2009, Mr. Szydlowski
served as president and chief executive officer of Colonial Pipeline Company, an interstate common carrier of petroleum products. From 2004
to 2005, he served as a senior consultant to the Iraqi Ministry of Oil in Baghdad on behalf of the U.S. Department of Defense, where he led an
advisory team in the rehabilitation, infrastructure security and development of future strategy of the Iraqi oil sector. From 2002 until 2004, he
served as vice president of refining for Chevron Corporation (formerly ChevronTexaco), one of the world’s largest integrated energy
companies. Mr. Szydlowski joined Chevron in 1981 and served in various capacities of increasing responsibility in sales, planning, supply
chain management, refining and plant operations, transportation and construction engineering. Mr. Szydlowski serves on the board of directors
of NGL Energy Holdings LLC, the general partner of NGL Energy Partners LP, an owner and operator in the midstream, wholesale supply and
marketing, and retail propane business segments. Mr. Szydlowski graduated from Indiana University in Bloomington with a master’s degree in
business administration. He also holds a Bachelor of Science degree in mechanical engineering from Kettering University.
As the President and Chief Executive Officer of SemGroup, Mr. Szydlowski provides a management representative on the Board with
knowledge of the day-to-day operations of SemGroup obtained as a result of his role. Thus, he can facilitate the Board’s access to timely and
relevant information and its oversight of management’s strategy, planning and performance. In addition, Mr. Szydlowski brings to the Board
considerable management and leadership experience, most recently as president and chief executive officer of Colonial Pipeline Company, and
extensive knowledge of the energy industry and of our business gained during his 31-year career in the energy business.
Corporate Governance
Our Board of Directors is committed to sound and effective governance practices. Our Board of Directors has adopted corporate
governance guidelines titled “Corporate Governance Guidelines and Principles of the Board of Directors” which provide a framework of
governance principles and procedures to assist in the operation of the Board of Directors. The guidelines address, among other things, director
qualifications, director independence, composition of the board, director responsibilities, board committees, board self-evaluation and
management review and succession. The Nominating and Corporate Governance Committee reviews the guidelines periodically, and the
guidelines may be amended at any time upon recommendation by Nominating and Corporate Governance Committee and approval of the
Board of Directors.
SemGroup has a Code of Business Conduct and Ethics for directors, officers (including the chief executive officer, principal financial
officer and principal accounting officer) and employees. SemGroup also has a separate Code of Ethics for the Chief Executive Officer and
Senior Financial Officers, which contain provisions specifically applicable to our chief executive officer and senior financial officers, including
our chief financial officer and chief accounting officer.
7
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The Corporate Governance Guidelines, the Code of Business Conduct and Ethics and the Code of Ethics for the Chief Executive Officer
and Senior Financial Officers are available on our website at http://www.semgroupcorp.com under the “Corporate Governance” caption on the
“Investor Relations” page and copies of these documents may also be obtained in print by any stockholder who requests them from our
corporate secretary. If we amend the Code of Business Conduct and Ethics or Code of Ethics for the Chief Executive Officer and Senior
Financial Officers or waive the Code of Business Conduct and Ethics or Code of Ethics for the Chief Executive Officer and Senior Financial
Officers with respect to the chief executive officer, principal financial officer or principal accounting officer, we will post the amendment or
waiver, as the case may be, at the same location on our website.
Director Independence . Our Board of Directors has adopted a formal set of categorical independence standards with respect to the
determination of director independence based on the New York Stock Exchange or NYSE listing standards. These standards are set forth in our
Director Nomination Policy which is available on our website at http://www.semgroupcorp.com under the “Corporate Governance” caption on
the “Investor Relations” page. The provisions of the Director Nomination Policy regarding director independence meet and in some areas
exceed the listing standards of the NYSE. In order to be considered independent a director must be determined to have no material relationship
with the Company other than as a director.
Under the Director Nomination Policy, an “independent director” is one who:
•

has no material relationship with the Company, either directly or as a partner, shareholder or officer of an organization that has a
relationship with the Company;

•

is not an employee of the Company and no member of his or her immediate family is an executive officer of the Company;

•

has not been employed by the Company and no member of his or her immediate family has been an executive officer of the
Company during the past three years;

•

has not received, and no member of his or her immediate family has received, more than $120,000 per year in direct compensation
from the Company in any capacity other than as a director or as a pension for prior service during the past three years;

•

(i) is not and no member of his or her immediate family is a current partner of a firm that is the Company’s internal or external
auditor; (ii) is not a current employee of the Company’s internal or external auditor; (iii) does not have an immediate family
member who is a current employee of the Company’s internal or external auditor and who participates in that firm’s audit,
assurance or tax compliance (but not tax planning) practice; and (iv) within the last three years was not, and no member of his or
her immediate family was (and no longer is), a partner or employee of the Company’s internal or external auditor and personally
worked on the Company’s audit within that time;

•

is not and no member of his or her immediate family is currently, and for the past three years has not been, and no member of his or
her immediate family has been, part of an interlocking directorate in which an executive officer of the Company serves on the
compensation committee of another company that employs the director or an immediate family member of the director;

•

is not an executive officer or an employee, and no member of his or her immediate family is an executive officer, of another
company that makes payments to, or receives payments from, the Company for property or services in an amount which, in any
single year, exceeds the greater of $1 million or two percent of such other company’s consolidated revenues during any of the past
three years;

•

is free of any relationships with the Company that may impair, or appear to impair, his or her ability to make independent
judgments; and
8
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•

is not and no member of his or her immediate family is employed as an executive officer of a charitable organization that receives
contributions from the Company or a Company charitable trust in an amount which exceeds the greater of $1 million or two percent
of such charitable organization’s total annual receipts.

For purposes of determining a “material relationship,” the following standards are utilized:
•

any payments by the Company to a director’s primary business affiliation or the primary business affiliation of an immediate family
member of a director for goods or services, or other contractual arrangements, must be made in the ordinary course of business and
on substantially the same terms as those prevailing at the time for comparable transactions with non-affiliated persons; and

•

the aggregate amount of such payments must not exceed two percent of the Company’s consolidated gross revenues; provided,
however, there may be excluded from this two percent standard payments arising from (a) competitive bids which determined the
rates or charges for the services and (b) transactions involving services at rates or charges fixed by law or governmental authority.

For purposes of these independence standards, (i) immediate family members of a director include the director’s spouse, parents,
stepparents, children, stepchildren, siblings, mother- and father-in-law, sons- and daughters-in-law, and brothers- and sisters-in-law and anyone
(other than domestic employees) who shares the director’s home and (ii) the term “primary business affiliation” means an entity of which the
director is a principal/executive officer or in which the director holds at least a 5% equity interest.
In accordance with the Director Nomination Policy and the current director independence standards of the NYSE, the Board undertook its
annual review of director and director nominee independence. During this review, the Board considered transactions and relationships between
each director and director nominee or any member of his or her immediate family and the Company and its subsidiaries and affiliates. The
Board also considered whether there were any transactions or relationships between directors, nominees or any member of their immediate
family (or any entity of which a director, director nominee or an immediate family member is an executive officer, general partner or
significant equity holder). As provided in the Director Nomination Policy and the NYSE independence standards, the purpose of this review
was to determine whether any such relationships or transactions existed that were inconsistent with a determination that the director or nominee
is independent.
The Board of Directors has affirmatively determined that each of Mr. Ballschmiede, Ms. Barpoulis, Mr. Chlebowski, Mr. Kurz, Mr. Lytal
and Mr. McDaniel, current directors of the Company, are, and Mr. Horton, who served as a director of the Company until his resignation in
May 2011, was, independent under the standards set forth in the Director Nomination Policy and the current director independence standards of
the NYSE. Mr. Szydlowski is not considered to be independent because of his current employment as our Chief Executive Officer.
Board Meetings and Attendance . The Board held 16 meetings during the year ended December 31, 2011. During that year, each of our
directors attended at least 75 percent of the aggregate number of Board meetings and meetings held by all committees on which he or she then
served. In addition, the Board of Directors took action eight times during 2011 by unanimous written consent.
Director Attendance at Annual Meeting of Stockholders . Each director is encouraged to participate in our annual meetings of
stockholders. Each of our directors then serving attended our 2011 Annual Meeting of Stockholders.
Board Leadership Structure and Role in Risk Oversight . While we currently separate the offices of Chairman of the Board and Chief
Executive Officer, our Corporate Governance Guidelines and Principles specify that the Board of Directors has no policy mandating the
separation of the offices of Chairman of the Board and Chief Executive Officer, as our Board believes it is in our best interest to have flexibility
in selecting
9
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our Chairman and board leadership structure as future circumstances may warrant. Our Board’s oversight of risk management (discussed
below) has had no effect on our leadership structure.
Our Board of Directors has six independent members and only one non-independent member. A number of our independent board
members are currently serving or have served as members of senior management or as directors of other public companies. Our Audit,
Compensation and Nominating and Corporate Governance Committees are comprised solely of independent directors, each with a different
independent director serving as chair of the committee. We believe that the number of independent, experienced directors that make up our
Board of Directors, along with the independent oversight of the board by the non-executive Chairman, benefits our Company and our
stockholders.
Our Board of Directors is responsible for oversight of our enterprise-wide risk and has approved our Comprehensive Risk Management
Policy that reflects an enterprise-wide approach to risk management and considers both financial and non-financial risks. Our Comprehensive
Risk Management Policy is designed to ensure we:
•

identify and communicate our risk appetite and risk tolerances;

•

establish an organizational structure that prudently separates responsibilities for executing, valuing and reporting our business
activities;

•

value (where appropriate), report and manage all material business risks in a timely and accurate manner;

•

effectively delegate authority for committing our resources;

•

foster the efficient use of capital and collateral; and

•

minimize the risk of a material adverse event.

The Audit Committee of our Board of Directors has oversight responsibilities for the implementation of, and compliance with, our
Comprehensive Risk Management Policy on behalf of the Board of Directors.
While the Board of Directors oversees our risk management, our management is responsible for day-to-day risk management processes.
We have established an executive management committee, comprised of corporate officers, which oversees the financial and non-financial
risks associated with all activities governed by our Comprehensive Risk Management Policy, including: asset operations; marketing and
trading; investments, divestitures, and other capital expenditures and dispositions; credit risk management; and other strategic activities. We
also have a separate risk management group that is assigned responsibility for independently monitoring compliance with, reporting on, and
enforcing the provisions of our Comprehensive Risk Management Policy.
Board Committees . The Board of Directors has a standing Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee. Each of the current members of each of the committees qualifies as an “independent” director under the current listing
standards of the New York Stock Exchange.
The table shows the current membership of the Committees and identifies our independent directors:

Name

Audit

Ronald A. Ballschmiede
Sarah M. Barpoulis
John F. Chlebowski
Karl F. Kurz
James H. Lytal
Thomas R. McDaniel
Norman J. Szydlowski

X*
X

Compensation

* Denotes Committee Chairman.
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Directors

X
X
X*

X
X
X
X
X
X

X
X*
X

X

Nominating
and Corporate
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Audit Committee . The Board of Directors has determined that Ronald A. Ballschmiede and Thomas R. McDaniel qualify as “audit
committee financial experts” within the meaning of the regulations of the Securities and Exchange Commission. The Audit Committee has a
written charter, which is available on our website at http://www.semgroupcorp.com . We have in place and circulated a “whistleblower policy”
entitled “Audit Committee Accounting Concern Resolution Policy.” The Audit Committee assists the Board of Directors in fulfilling its
responsibilities by providing oversight relating to:
•

the integrity of our financial statements;

•

our systems of internal control over financial reporting and disclosure controls and procedures;

•

the engagement, compensation, independence and performance of our independent registered public accounting firm and their
conduct of the annual audit of our financial statements and any other audit, review or attestation engagement;

•

our risk profile, including financial and non-financial risks;

•

compliance with our financial and risk management policies;

•

our legal and regulatory compliance;

•

the application of our related person transaction policy; and

•

the application of our codes of business conduct and ethics.

A more detailed description of the Audit Committee’s responsibilities can be found in its charter.
The Audit Committee held six meetings during 2011.
Compensation Committee. The Compensation Committee has a written charter, which is available on our website at
http://www.semgroupcorp.com . The Compensation Committee reviews and takes action for and on behalf of the Board of Directors with
respect to management compensation policies and practices, including determining and approving the compensation for our executive officers
(including our Chief Executive Officer), reviewing and approving management incentive compensation policies and programs and
administrating our equity incentive plan. In addition, the Compensation Committee recommends the form and amount of non-employee
director compensation to the Board of Directors, and the Board of Directors makes the final determination. The Compensation Committee has
authority under its charter to obtain advice and seek assistance from compensation consultants and from internal and outside legal, accounting
and other advisors.
In considering and recommending the compensation of non-employee directors, the Compensation Committee may consider such factors
as it deems appropriate, including historical compensation, level of compensation necessary to attract and retain non-employee directors
meeting our desired qualifications and market data. The compensation for our non-employee directors was established effective upon our
emergence from bankruptcy in November 2009. In connection with the review of our non-employee director compensation by the
Compensation Committee in 2011, the Compensation Committee retained Mercer (US) Inc. to provide market information on non-employee
director compensation, including annual board and committee retainers, board and committee meeting fees, committee chairperson fees and
stock-based compensation.
The Compensation Committee has discretion under its charter to form and delegate some or all of its authority to subcommittees
composed entirely of independent directors. During 2011, the Compensation Committee did not form or utilize a subcommittee. More
information describing the Compensation Committee’s processes and procedures for considering and determining executive compensation,
including the role of our Chief Executive Officer and consultants in determining or recommending the amount or form of executive
compensation, is included in the Compensation Discussion and Analysis under “Executive Compensation” below.
The Compensation Committee held six meetings during 2011. In addition, the Compensation Committee took action six times during
2011 by unanimous written consent.
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Nominating and Corporate Governance Committee . The Nominating and Corporate Governance Committee has a written charter, which
is available on our website at http://www.semgroupcorp.com . The Nominating and Corporate Governance Committee is responsible for
identifying and recommending nominees for election or re-election as directors by stockholders at each annual meeting of stockholders, as well
as candidates to fill vacancies on the Board of Directors should vacancies occur. The Nominating and Corporate Governance Committee has
the authority under its charter to retain a professional search firm to identify candidates. The Nominating and Corporate Governance
Committee is also responsible for developing and recommending to the Board of Directors our Corporate Governance Guidelines and
Principles. The Nominating and Corporate Governance Committee held three meetings during 2011. In addition, the Nominating and Corporate
Governance Committee took action one time during 2011 by unanimous written consent.
Consideration of Director Nominees . The Nominating and Corporate Governance Committee has adopted a Director Nomination
Policy, which is available on our website at http://www.semgroupcorp.com . The Committee will consider director candidates submitted to it
by other directors, employees and stockholders. The Committee may engage professional search firms to assist it in identifying and evaluating
potential candidates. Any stockholder recommendations of candidates proposed for consideration by the Nominating and Corporate
Governance Committee should include the candidate’s name and qualifications for director and should be addressed to: Secretary, Two Warren
Place, 6120 S. Yale Avenue, Suite 700, Tulsa, Oklahoma 74136. In addition, as described below, our Amended and Restated Bylaws permit
stockholders to nominate directors for consideration at a meeting of stockholders.
In considering prospective nominees for the Board, the Nominating and Corporate Governance Committee will endeavor to find
individuals of high integrity who have a solid record of accomplishment in their chosen fields and who possess the qualifications, qualities and
skills to effectively represent the best interests of all stockholders. Candidates are selected for their ability to exercise good judgment and
provide practical insights and diverse perspectives. The Nominating and Corporate Governance Committee considers the following
qualifications at a minimum to be required in recommending to the Board potential new Board members or the continued service of existing
members:
•

the highest professional and personal ethics;

•

broad experience in business, government, education or technology;

•

ability to provide insights and practical wisdom based on their experience and wisdom relevant to our lines of business;

•

commitment to enhancing stockholder value;

•

sufficient time to effectively carry out their duties; their service on other boards of public companies should be limited to no more
than three directorships;

•

compliance with legal and regulatory requirements;

•

ability to develop a good working relationship with other Board members and contribute to the Board’s working relationship with
senior management of SemGroup; and

•

independence; a majority of the Board shall consist of independent directors, as defined in the Director Nomination Policy.

Other than the foregoing, there are no stated minimum criteria for director nominees, although the Nominating and Corporate Governance
Committee may also consider such other factors as it may deem are in the best interests of the Company and its stockholders. The Nominating
and Corporate Governance Committee does, however, believe it appropriate for at least one member of the Board to meet the criteria for an
“audit committee financial expert” as defined by the rules of the Securities and Exchange Commission. When considering potential nominees
for the Board, the Committee will consider the criteria above and each potential nominee’s individual skills and qualifications in context of the
current composition of the Board and needs of the
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Board at such time. In connection therewith, the Committee will consider diversity in professional background, experience, expertise,
perspective, age, gender and ethnicity with respect to Board composition as a whole. With respect to diversity, particular emphasis is placed on
identifying candidates whose experiences, qualities and skills complement and augment those of other Board members with respect to the
Board of Directors as a group.
The Company’s Corporate Governance Guidelines and Principles provide that a director who changes substantially the principal
occupation, position or responsibility he or she had when elected to the Board should volunteer to resign from the Board. The Nominating and
Corporate Governance Committee will have the opportunity to evaluate the continued appropriateness of Board membership under the facts
and circumstances and make a recommendation to the Board whether to accept the resignation or request the director to continue to serve on
the Board.
Our Amended and Restated Bylaws permit stockholders to nominate directors for consideration at an annual meeting of stockholders. To
nominate a director, stockholders must follow the procedures specified in our Amended and Restated Bylaws that require advance notice and
certain other information. Stockholders must submit the candidate’s name and qualifications in writing to our Secretary at the following
address: Secretary, SemGroup Corporation, Two Warren Place, 6120 S. Yale Avenue, Suite 700, Tulsa, Oklahoma 74136. The written notice
must be received by our Secretary not later than the close of business on the 90th day nor earlier than the close of business on the 120th day
prior to the first anniversary of the preceding year’s annual meeting. The notice must contain certain information required under our Restated
and Amended Bylaws, including, among other things, (i) the nominee’s name, age, business and residential addresses, written consent to being
named in the proxy statement and to serving as director if elected, and any other information relating to such person as would be required to be
disclosed in solicitations of proxies for election of directors pursuant to Section 14(a) under the Securities Exchange Act of 1934 and (ii) with
respect to the stockholder submitting the nomination and anyone acting in concert with that stockholder, the name and business addresses of
the stockholder and the person acting in concert with the stockholder, a representation that the stockholder is a record holder of Voting Stock
entitled to vote at such meeting and intends to appear in person or by proxy at the meeting to nominate the person or persons specified in the
notice, a description of all agreements, arrangements or understandings between or among the stockholder and any other person or persons with
respect to the nomination and the class and number of shares of Voting Stock beneficially owned by the stockholder and any person acting in
concert with that stockholder. For further information, stockholders may contact our Secretary at our principal executive offices for a copy of
the relevant provisions of our Amended and Restated Bylaws.
Any single stockholder, or group of stockholders, that has beneficially owned more than 5% of our outstanding common stock for at least
one year as of the date of recommendation may recommend nominees for director to the Nominating and Governance Committee by delivering
a written notice to our Secretary that satisfies the notice, information, and consent requirements of the Director Nomination Policy. The
Committee will evaluate such recommended nominees against the same criteria that it uses to evaluate other nominees. The notice must be
received by the Nominating and Governance Committee no later than the date that is 120 calendar days prior to the anniversary of the date that
our proxy statement was released to stockholders in connection with the previous year’s annual meeting. The notice must include, among other
things, proof of the required stock ownership, proof of identification of the stockholder(s) submitting the proposal, information regarding the
proposed candidate to the Board of Directors and a signed statement by the candidate with respect to certain matters. The notice should be
addressed to: Secretary, Two Warren Place, 6120 S. Yale Avenue, Suite 700, Tulsa, Oklahoma 74136.
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Executive Sessions . Each regularly scheduled meeting of the Board of Directors includes an executive session of the non-management
directors. These sessions are chaired by the independent, non-executive Chairman of the Board. If our non-management directors include any
directors who have been determined not independent by the Board, the Board will schedule an executive session of just the independent
directors at least once each year.
Communications with the Board of Directors . Stockholders who wish to communicate with our Board of Directors or any of its
committees may send written communications to: Board of Directors, SemGroup Corporation, Two Warren Place, 6120 S. Yale Avenue, Suite
700, Tulsa, Oklahoma 74136. In addition, stockholders and other interested parties may communicate with the Chairman of the Board or with
the non-management directors as a group by writing to: Chairman of the Board, Two Warren Place, 6120 S. Yale Avenue, Suite 700, Tulsa,
Oklahoma 74136.
PROPOSAL 2
ADVISORY VOTE ON EXECUTIVE COMPENSATION
In accordance with the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) and the related rules of the
Securities and Exchange Commission, we are including in this proxy statement a separate resolution to enable our stockholders to approve, on
an advisory and non-binding basis, the compensation of our named executive officers.
This proposal, commonly known as a “say-on-pay” proposal, gives our stockholders the opportunity to express their views on our named
executive officers’ compensation. This vote is not intended to address any specific item of compensation, but rather the overall compensation
of our named executive officers and our compensation objectives, philosophy and practices described in this proxy statement. As discussed in
greater detail in the “Compensation Discussion and Analysis” in this proxy statement, our compensation program is designed to, among other
things, (i) attract, motivate and retain highly-talented executives, (ii) link executive compensation to the achievement of our business objectives
as well as reinforce appropriate leadership behaviors, and (iii) encourage executives to consider the impact of decisions to drive our short-term
and long-term success. We believe that our compensation program, with its balance of base salary, short-term and long-term incentives and
benefits, fairly accomplishes our objectives. Our executive compensation program has allowed us to attract and build a leadership team which
is focused on our business objectives, has repositioned our Company for growth and helped achieve many of our 2011 objectives as noted in
“2011 Accomplishments” under “Compensation Discussion and Analysis—Executive Summary” in this proxy statement.
Accordingly, our Board of Directors recommends our stockholders vote in favor of the say-on-pay proposal as set forth in the following
resolution:
“RESOLVED, that the compensation of the Company’s named executive officers as disclosed in its Proxy Statement for the 2012 Annual
Meeting of Stockholders pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the
Compensation Discussion and Analysis, the executive compensation tables and the corresponding narrative discussion, is approved.”
This vote is advisory, and therefore nonbinding. Stockholders are strongly encouraged to read the Compensation Discussion and
Analysis, the accompanying compensation tables, and the related narrative disclosure. The Board of Directors and the Compensation
Committee expect to take into account the outcome of the vote in connection with their evaluation of our compensation program to the extent
they can determine the stockholders’ concerns associated with any significant negative voting results. As determined by the Board of Directors,
we will provide our stockholders with the opportunity to vote on the compensation to our named
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executive officers at every annual meeting of stockholders until the next required advisory vote at the 2017 annual meeting of stockholders on
the frequency of stockholder advisory votes on the compensation of our named executive officers.
Our Board of Directors recommends that you vote “FOR” the approval, on an advisory basis, of the compensation of our named
executive officers.
PROPOSAL 3
RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Audit Committee has appointed BDO USA, LLP as our independent registered public accounting firm (“independent auditor”) for
the fiscal year ending December 31, 2012. BDO USA, LLP has been our independent auditor since December 2008. A proposal will be
presented at the Annual Meeting asking the stockholders to ratify the appointment of BDO USA, LLP as our independent auditor for 2012. If
the stockholders do not ratify the appointment of BDO USA, LLP, the Audit Committee will reconsider the appointment. Even if the
appointment is ratified, the Audit Committee, in its sole discretion, may change the appointment at any time during the year if the Audit
Committee determines that a change is in the best interests of SemGroup.
A representative of BDO USA, LLP will be present at the Annual Meeting and will have the opportunity to make a statement, if he or she
desires to do so, and respond to appropriate questions.
Our Board of Directors recommends a vote “FOR” the ratification of BDO USA, LLP as our independent auditor for 2012.
Fees of Independent Registered Public Accounting Firm
The following table sets forth the fees for professional services provided to us by BDO USA, LLP for fiscal 2011 and 2010:
Audit fees
Audit-related fees
Tax fees
All other fees
Total

2011

2010

$3,351,155
25,000
4,091
—
$3,380,246

$2,724,570
17,283
—
—
$2,741,853

Audit fees include those related to the audit of our consolidated financial statements, reviews of our quarterly financial statements, audits
of the financial statements of our subsidiaries (as required by our credit agreements and by regulations of the Securities and Exchange
Commission) and, for 2011, the audit of internal controls over financial reporting as required by Section 404 of the Sarbanes-Oxley Act of
2002. Audit fees also include consultations on accounting and reporting matters directly related to such audits. Audit-related fees are related to
the audit of a benefit plan. Tax fees are related to certain international tax consultation services.
Audit Committee Pre-Approval Policies and Procedures
The Audit Committee pre-approves all audit and permissible non-audit services by its independent registered public accountant prior to
the receipt of such services. All services for the fiscal years ended December 31, 2011 and 2010 set forth in the table above were pre-approved
by the Audit Committee.
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PRINCIPAL STOCKHOLDERS AND
SECURITY OWNERSHIP OF MANAGEMENT
Except as otherwise indicated, we believe that the beneficial owners of our Common Stock and the common units of Rose Rock
Midstream, L.P. listed in the tables below, based on information furnished by such owners, have sole investment and voting power with respect
to such shares and units, as the case may be, subject to community property laws where applicable.
Principal Stockholders
The following table contains information regarding the only persons we know of that beneficially own more than 5% of our outstanding
shares of Class A Common Stock as of March 31, 2012 (except as noted below). We have no knowledge of any persons that beneficially own
more than 5% of our Class B Common Stock at such date. Percentage of class amount and all voting stock amounts are based on 41,718,654
shares of our Class A Common Stock and 162,361 shares of our Class B Common Stock outstanding as of March 31, 2012.
Percentage of
Number of
Shares of
Class A
Common
Stock

Name and Address

Outstanding
Class A
Common
Stock

Percentage
of All
Outstanding
Voting
Stock

Soroban Master Fund LP
Gardenia Court, Ste. 3307
45 Market Street
Comana Bay, Grand Cayman KY1-1103

3,250,000(1)

7.79%

7.76%

Senator Investment Group LP
510 Madison Ave.
28 th Floor
New York, NY 10022

2,200,000(2)

5.27%

5.25%

BlackRock, Inc.
40 East 52 nd Street
New York, NY 10022

2,089,274(3)

5.01%

4.99%

(1)
(2)

(3)

Information is as of December 31, 2011 and is based on Amendment No. 1 to Schedule 13G dated February 14, 2012, which was filed
jointly by Soroban Master Fund LP, Soroban Capital Partners, LLC and Eric W. Mandelblatt. Each of Soroban Master Fund, LP, Soroban
Capital Partners LLC and Eric W. Mandelblatt reports shared voting power and shared dispositive power over all such shares.
Information is as of January 5, 2012 and is based on a Schedule 13G dated January 13, 2012 which was filed by Senator Investment
Group LP. Senator Investment Group LP serves as investment manager to certain investment funds and has sole voting power and sole
dispositive power over the shares. Douglas Silverman and Alexander Klabin have control over a Delaware limited liability company that
may be deemed to control Senator Investment Group LP.
Information is as of December 30, 2011 and is based on a Schedule 13G dated January 20, 2012, which was filed by BlackRock, Inc.
BlackRock, Inc. reports sole voting power and sole dispositive power over all such shares as the parent holding company or control
person of BlackRock Japan Co. Ltd., BlackRock Institutional Trust Company, N.A., BlackRock Fund Advisors, BlackRock Asset
Management Canada Limited, BlackRock Asset Management Australia Limited, BlackRock Advisors, LLC, BlackRock Financial
Management, Inc., and BlackRock International Limited.
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Stock Ownership of Directors and Executive Officers
The following table sets forth, as of March 31, 2012 (except as noted below), the beneficial ownership of our Class A Common Stock by:
•

each of our directors and nominees for director;

•

each of our executive officers named in the Summary Compensation Table under “Executive Compensation” below; and

•

all of our directors and executive officers as a group.

None of our directors or executive officers beneficially owns any of our Class B Common Stock.

Name

Ronald A. Ballschmiede
Sarah M. Barpoulis
John F. Chlebowski
Karl F. Kurz
James H. Lytal
Thomas R. McDaniel(2)
Norman J. Szydlowski(3)
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
Peter L. Schwiering
David B. Gorte(4)
All executive officers and directors as a group (12 people)
*
(1)

(2)
(3)
(4)

Shares of Class
A Common Stock
Beneficially Owned(1)

Percentage

11,908
11,097
20,651
15,144
1,543
14,063
146,635
31,451
23,254
14,373
13,383
10,695
314,197

*
*
*
*
*
*
*
*
*
*
*
*
*

of Class

Less than one percent.
Shares beneficially owned include shares of restricted Class A Common Stock held by our directors and executive officers over which
they have voting power but not investment power as follows: Mr. Ballschmiede—3,646 shares; Ms. Barpoulis—2,956 shares;
Mr. Chlebowski—4,434 shares; Mr. Kurz—3,252 shares; Mr. Lytal—1,543 shares; Mr. McDaniel—3,252 shares; Mr. Szydlowski—
68,435 shares; Mr. Fitzgerald—18,270 shares; Ms. Cheeseman—14,180 shares; Mr. O’Sullivan—9,159 shares; Mr. Schwiering—10,272
shares; Mr. Gorte—8,719 shares; and all executive officers and directors as a group—148,119 shares.
Includes 10,811 shares of Class A Common Stock held of record by the McDaniel Trust U/T/A dated July 26, 2000, of which
Mr. McDaniel and his wife are co-trustees. Each trustee has independent voting power and dispositive power over the shares held in the
trust.
Includes 46,600 shares of Class A Common Stock held of record by the Szydlowski Family Trust U/T/A dated June 9, 2004, of which
Mr. Szydlowski is the trustee.
Information is based on our stock records as of December 31, 2011. Mr. Gorte ceased being a named executive officer as of January 4,
2012, and subsequently he was no longer subject to the ownership reporting requirements of Section 16(a) of the Securities Exchange Act
of 1934, as amended. Mr. Gorte’s employment with us terminated effective February 1, 2012.
The following table sets forth, as of March 31, 2012, the beneficial ownership of common units of Rose Rock Midstream, L.P. by:
•

each of our directors and nominees for director;
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•

each of our executive officers named in the Summary Compensation Table under “Executive Compensation” below; and

•

all of our directors and executive officers as a group.
Percentage
Common Units
Beneficially Owned

Name

Ronald A. Ballschmiede
Sarah M. Barpoulis
John F. Chlebowski
Karl F. Kurz
James H. Lytal
Thomas R. McDaniel
Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
Peter L. Schwiering
David B. Gorte
All executive officers and directors as a group (12 people)
*

—
5,000
10,000
5,000
—
—
22,191
5,366
6,814
4,028
8,404
—
66,803

Less than one percent.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Executive Summary . Our compensation program is designed to protect our assets in the near-term and position the Company for future
growth by attracting and retaining a management team capable of delivering stockholder value by ensuring each of our businesses meet or
exceed financial and operational targets.
We provide a competitive and balanced total compensation package that supports our strategic objectives. To position our Company for
future growth, we align our base salaries and benefits with the market and administer (i) a short-term incentive program tied directly to our
performance and (ii) a long-term incentive program that consists of both time-based awards and performance-based awards.
2011 Accomplishments. During 2011, we successfully implemented several initiatives supporting our strategic plan to grow our presence
in the midstream energy sector and transition to a fee-based business. We focused on our business objectives, positioned our Company for
growth and achieved the following:
•

Completed initial public offering for Rose Rock Midstream, L.P. and listed under RRMS on the New York Stock Exchange

•

Closed SemStream transaction with NGL Energy Partners L.P.

•

Increased Cushing storage capacity by 350,000 barrels and positioned an additional 1.95 million barrels to be operational in 2012

•

Expanded White Cliffs Pipeline capacity to 70,000 barrels per day

•

Increased gas processing capacity by 47%

•

Began construction of new 20 mmcf/d cryo plant at our Nash facility to be operational in 2012

•

Deleveraged balance sheet and stabilized cash flows

•

Refinanced corporate credit facilities in June 2011 resulting in interest savings of 40 percent in 2011

•

Reduced our overhead costs by 12%

•

Deployed new Performance Management System

•

Protected our people and the environment

The following information explains our compensation philosophy and our compensation program for our Chief Executive Officer
(“CEO”), Chief Financial Officer (“CFO”), our other three most highly compensated executive officers, and our Vice President and Chief
Operating Officer of Rose Rock Midstream GP, LLC, all of whom we refer to as Named Executive Officers or “NEOs.” In January 2012, we
eliminated the Chief Risk Officer position and as a result David B. Gorte ceased being a NEO. Consequently, we have included Peter L.
Schwiering, our Vice President and Chief Operating Officer of Rose Rock Midstream GP, LLC in this discussion because we anticipate that he
will be considered a NEO in 2012.
Compensation Philosophy . Our Compensation Committee of the Board of Directors (the “Committee”) oversees an executive
compensation program designed to motivate high performance, ethics and alignment with the interests of our stockholders. Our compensation
program rewards our executive officers for achieving performance objectives and fostering as well as demonstrating our Company values
through defined employee and leadership competencies. This forms the basis of our pay-for-performance philosophy.
To support our compensation philosophy, we established the following objectives:
•

Attract, motivate and retain exceptional talent with market competitive compensation;
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•

Link pay to performance;

•

Drive achievement of both long-term and annual business objectives;

•

Reinforce corporate values; and

•

Align executive compensation with stockholder interests.

We design, implement and administer our compensation program to support our philosophy and collectively achieve these objectives.
Compensation Overview . Consistent with our philosophy, our compensation program consists of a market-competitive pay mix
designed to motivate performance that achieves our business objectives, is aligned with the interests of our stockholders, and is measured by
obtaining the Right Results the Right Way. Right Results is an assessment of our executive’s success relative to his or her objectives as well as
our four key foundational tenets which include his or her efforts to keep employees safe, do the right thing by the customer, follow all the rules,
and be profitable and enhance stockholder value. Right Way reflects the NEOs’ behavior as exhibited through our Company’s values and
defined leadership competencies.
Our compensation program for our executive officers consists of the following four direct components:
•

base salary;

•

short-term incentive program;

•

long-term incentive program; and

•

benefits.

Dividing the total compensation awarded to executive officers among these components helps us achieve a balanced set of incentives to
accomplish our goals.
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Elements of Compensation. Our mix of compensation includes: base pay, short-term cash incentives, long-term equity incentives and
benefits. The chart below illustrates how our compensation design supports our compensation objectives:
Compensation
Element

Base Salary

Compensation Objective

Key Features

• Attract and retain executives by providing a stable
income at a level that appropriately compensates
NEOs for the day to day execution of their primary
duties and is consistent with the market.
• Link pay to performance and reinforce corporate values
by basing annual merit increases on an executive’s
direct contributions.

Short-term
incentives

• Drive achievement of annual business objectives by
providing short-term incentives tied to achievement of
company and individual goals.
• Link pay to performance by directly tying goals to
Company’s business objectives.
• Attract talent and motivate high-performance by
rewarding achievement of annual performance
metrics.

• Annual review to ensure our compensation is in line
with the market.
• Annual adjustments based on performance rating and
the market.
• Committee approves base pay of CEO and other NEOs
during first quarter of each year.
• Discretionary program.
• Target performance measure levels set to achieve
annual objectives.
• Reviewed annually in relation to current market data
and approved by the Committee.
• Funding approved by the Committee.

• Reinforce corporate values through shared performance
objectives with an emphasis on our defined employee
and leadership competencies.
• Align executives with stockholders by setting
performance metrics that will yield strong financial
results.
Long-term
incentives

• Attract, retain and motivate high-performance by
providing equity awards that provide opportunity to
share in long-term wealth creation.

• In the form of equity awards under our Equity Incentive
Plan.

• Link pay to performance by directly linking payouts to
achievement of long-term performance measures.

• Individual targets set in relation to current market data
and executive’s role at the Company

• Drive achievement of long-term business objectives by
rewarding the achievement of long-term performance
measures and sustained performance by the
Company.

• Three-year cliff vesting period.

• Approved by the Committee.

• Align with best interests of stockholders by reinforcing
the critical objective of building stockholder value
over the long-term.
Benefits

• Attract and retain individuals by offering market
competitive benefits.
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The Committee believes that the majority of an executive’s compensation should be based on his or her contribution to the success of the
Company and the creation of value for our stockholders. Our executive compensation is heavily weighted toward variable, “at risk”, pay
elements based on performance. To further strengthen our alignment with stockholders, the majority of our executives’ “at risk” compensation
is based on our long-term success.
Compensation Methodology. Setting executive pay is an annual process that involves our management, our Committee, our Audit
Committee, our Board of Directors and compensation consultants. We review our pay programs to ensure consistency with our compensation
philosophy and business objectives. Our Committee strives to target total direct compensation levels to be competitive with the market in
which we compete for executive talent.
We review each NEO’s total compensation in light of market conditions and individual responsibilities and accomplishments. Part of this
review includes considering the appropriate compensation level and mix. Each individual element of compensation is reviewed against the
market median which represents the 50 th percentile of compensation paid to similarly situated executives represented in the survey market data
to ensure our compensation is in line with the market. Variations from the median may occur due to experience, skills, criticality of function to
the Company and the sustained performance of the executive.
Role of the Board of Directors . The Board of Directors acts on recommendations regarding executive compensation matters made by the
Compensation Committee.
Role of the Compensation Committee . The Committee operates pursuant to its formal charter. Under the charter, the Committee is
charged with establishing our compensation program and compensation policies, approving and recommending compensation program designs
to the full Board for approval, establishing targets under the compensation program, and administering and approving payouts to our NEOs
pursuant to such program. For all NEOs, except the CEO, the Committee reviews the CEO’s recommendations, supporting market data and
individual performance assessments. The Committee also has responsibility for determining the compensation of our CEO. The charter
authorizes the Committee to engage consultants and other professionals without management approval to the extent necessary.
Role of Management . Our CEO and other executive officers develop recommendations regarding the appropriate level and mix of
compensation for their direct reports. Recommendations are based on our compensation philosophy, the range of compensation programs
authorized by the Committee, market data from nationally recognized executive and industry related salary surveys, and the individual
responsibilities and performance of each direct report.
Our CEO and Vice President of Human Resources provide support to the Committee and attend all Committee meetings, but are not
present for discussion of their individual compensation.
Our Chief Accounting Officer validates achievement of financial performance measures prior to the determination of any payouts.
Role of Audit Committee . With respect to our CFO and our Chief Risk Officer for 2011, who are both NEOs, the Audit Committee of the
Board of Directors consults with management and the Committee about their respective performance evaluation and compensation.
Additionally, the Audit Committee validates the calculation of our achievement percentage for each performance measure prior to the
determination of our incentive pool. Our Internal Audit function confirms the short-term incentive pool before payments are processed.
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Role of Management’s Compensation Consultant . Management engaged Pay Governance LLC (formerly Towers Watson & Co.) to
provide information, analyses, and advice regarding executive compensation . Additionally, Pay Governance provided advice on:
•

our overall total compensation program;

•

the design of our long-term incentive program;

•

our short-term incentive program;

•

retention programs; and

•

compensation trends and changes in compensation governance.

Role of the Independent Compensation Consultant . In addition to management’s consultant, the Committee retained Mercer (US) Inc. to
serve as the Committee’s independent compensation consultant on matters related to executive compensation, including the review of executive
compensation recommendations provided by management and its consultants. Mercer also provided guidance on director compensation.
Mercer reports directly to the Committee and performs no other services for the Company.
Effect of Stockholder Say-on-Pay Vote on Executive Compensation Decisions. The Committee has reviewed the voting results from
the advisory vote on executive compensation (commonly known as a say-on-pay proposal) conducted at our 2011 annual meeting of
stockholders. At this meeting, more than 99.8% of the votes cast on the say-on-pay proposal were in favor of our NEOs’ compensation as
disclosed in the proxy statement for that meeting and, as a result, our NEOs’ compensation was approved. The Committee determined that,
given the very high level of support, no changes to our executive compensation policies and decisions were necessary based on last year’s
voting results. The Committee intends to continue to make its executive compensation decisions as it has in the past year by focusing on
performance-based compensation, attempting to gauge competitive practices and authorizing compensation that is within the range of what is
deemed to be competitive and appropriate in our industry.
We have determined that our stockholders should have the opportunity to vote on a say-on-pay proposal each year, which is consistent
with the preference expressed by our stockholders at the 2011 annual meeting. The Committee continues to value the opinions of our
stockholders. In the event there is any significant vote against the compensation of our NEOs as disclosed in the proxy statement, the
Committee will consider the concerns of the stockholders and evaluate any actions necessary to address such concerns.
2011 Compensation. 2011 compensation program and pay decisions reflect our compensation philosophy, our 2011 performance and
achievements, and compensation market data.
2011 Market Data . Pay Governance provided the market data used when designing our NEOs’ compensation program for 2011.
Aggregate market data was obtained from recognized third party executive compensation survey companies noted below.
•

Towers Watson 2010 U.S. CDB Energy Services Executive Database

•

Towers Watson 2010 U.S. General Industry Executive Database

The survey data included companies that operate in the energy services industry and general industry. Generally, a range of annual
revenues of the companies whose data is included in the aggregate analysis is provided by the third party surveys, but the identities of the
specific companies included in the surveys were not disclosed. The Committee reviewed market data at the 50 th and 75 th percentiles when
setting our executive compensation.
Additionally, the market data was further validated with data compiled from the proxy statements of SemGroup’s peer group noted in the
discussion below under the section captioned “ Long-Term Incentive Awards .” Since the market data alone does not reflect the strategic
competitive value of various roles within the
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Company, each executive’s responsibilities and contributions, as well as internal pay equity, are considered when making pay decisions.
Because we take a companywide perspective to promote collaboration and ensure our overall success, paying the NEOs equitably is important.
After reviewing comparable compensation market information, the Committee established NEO compensation for 2011 resulting in the
following target pay mix for our NEOs:
Executive Officer

Position

Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan

Chief Executive Officer
Chief Financial Officer
General Counsel
Vice President, Corporate Planning and
Strategic Initiatives
Chief Risk Officer
Vice President and Chief Operating
Officer of Rose Rock Midstream GP,
LLC

David B. Gorte
Peter L. Schwiering

Base Salary

Short-term
Incentive

Long-term
Incentive

31%
40%
44%
47%

23%
24%
27%
23%

46%
36%
29%
30%

47%
47%

23%
23%

30%
30%

Actual payments made to our NEOs pursuant to each pay element are discussed below.
2011 Direct Compensation.
Base Salary . During the first quarter, recommendations are made by the CEO to the Committee on base pay for the year. The Committee
considers the recommendations and approves the base pay of our CEO and other NEOs. Base pay affects other elements of our total
compensation including our short-term and long-term incentives. In approving base salaries for the NEOs, the Committee considers the impact
on the NEOs’ total compensation.
In 2011, our CEO received no increase in base salary and the other NEOs received three to four percent merit increases with the
exception of Dave Gorte. Mr. Gorte received a 15% increase to compensate for additional responsibilities within our Company and better align
with market conditions. After considering the experience and skills of the NEOs and their total compensation levels and mix relative to market,
the Committee believes the percent increases given are appropriate.
Short-Term Incentives . Our NEOs participate in our short-term incentive program which rewards employees for making decisions that
improve our performance in accordance with our annual objectives. Similar to base pay, competitive market information is used to determine
short-term incentive targets (expressed as a percentage of base pay) for each executive officer. Our short-term incentives are based on
achievement of certain performance measures and attainment of these performance measures can result in payments of short-term incentives
along a continuum between threshold and maximum levels, which correspond to 0% through 200% of the NEO’s short-term incentive target.
During 2011, we completed an analysis of the design and compensation levels utilized in our short-term incentive program. The review
consisted of:
•

a market update on annual incentive plans;

•

an overview of performance metrics commonly used in annual incentive plans;

•

a review of proxy data for peer companies; and

•

the Compensation Committee’s and CEO’s assessment of the annual incentive plan’s alignment with the Company’s strategic
objectives.
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As a result of this review, we concluded that our short-term incentive program design was consistent with our objectives, that we would
maintain current short-term target bonus opportunities for the NEOs with the exception of Messrs. Gorte and O’Sullivan which were increased
10 percent to align with market and internal objectives, and that we would replace the consolidated EBITDA and consolidated net income
metrics used in 2010 with one consolidated return on capital (“ROCE”) metric (see below for further discussion).
The annual short-term incentive targets as a percentage of eligible earnings (base salary for a performance year) for our NEOs in 2011
were as follows:
Target

Chief Executive Officer
Chief Financial Officer
General Counsel
Vice President, Corporate Planning and Strategic Initiatives
Chief Risk Officer
Vice President and Chief Operating Officer of Rose Rock Midstream GP, LLC

75%
60%
60%
50%
50%
50%

In 2011, our short-term incentive plan for all of the NEO’s, with the exception of Mr. Schwiering, contained performance measures tied
to consolidated ROCE and individual performance. In replacing the consolidated EBITDA and consolidated net income metric used in 2010,
we chose ROCE as a metric because it encompassed both our financial earnings performance as well as our focus on our cost of capital. ROCE
is calculated as follows: Earnings before Interest and Taxes/Average Tangible Assets. Average Tangible Assets includes accounts receivable
and inventory and excludes accounts payable and fixed assets. Our NEOs’ individual performance measure is evaluated by the CEO and his
assessment of their contributions and achievement of individual performance goals. For Mr. Schwiering, the performance measures included
consolidated ROCE and individual performance as well as a performance measure directly tied to the EBITDA of the business unit for which
he was responsible ( i.e . SemCrude’s EBITDA). These performance measures directly reflect our efforts to support our growth strategy and
grow the Company’s value for our stockholders. The weighting of these metrics for the NEOs are as follows:
Weighting of Performance Metrics for NEO’s other than Mr. Schwiering
Consolidated ROCE

Individual Performance

Total

30%

100%

70%
Weighting of Performance Metrics for Mr. Schwiering
Consolidated ROCE

SemCrude EBITDA

Individual Performance

Total

30%

40%

30%

100%

Actual payouts for the short-term incentive program are discretionary and are disbursed from a company-wide pool approved by the
Compensation Committee. In approving the incentive pool, the Committee considers our actual performance in relation to the targeted
performance for each performance measure, as well as key strategic accomplishments completed during the year. Recommendations for each
NEO were based on the NEO’s target short-term incentive payout adjusted for consolidated achievement and for personal contributions. We
used the following as a guide in calculating each NEO’s recommended short-term incentive payout prior to discretionary adjustments:
Eligible Earnings for 2011 x Short-term Incentive Target % x (sum of the (Weighting of
Performance Measure x Achievement Factor for the Performance Measure) for each
Performance Measure)
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Our incentive program allows for the Committee to make adjustments in the calculation of our performance relative to the performance
measures to reflect certain business events. When determining which adjustments are appropriate, we are guided by the principle that incentive
payments should not result in unearned windfalls or impose undue penalties. We believe the adjustments improve the alignment of incentives
with stockholder value creation and ensure performance measures effectively encourage our NEOs to take actions to create value for
stockholders. In evaluating our 2011 performance, we made adjustments for certain transactions that were either non-cash or non-recurring in
nature, or related to our efforts to appropriately value and account for our business, including without limitation:
•

SemStream transaction with NGL;

•

Impairment of goodwill or other intangibles;

•

Unrealized gains or losses from derivative transactions; and

•

Other unusual items that could result in unearned windfalls or undue penalties.

The Audit Committee validates our calculation of the achievement of each performance measure, as adjusted for these items, and ensures
consistency with our financial statements.
The chart below shows the achievement of our 2011 short-term incentive performance measures and the resulting recommended payout
level.

Performance Metric (000’s)

Threshold

Consolidated ROCE
SemCrude EBITDA

6.8%
$ 68,985

Target

8.5%
$76,650

Maximum

Actual
Performance

10.2%
$ 88,148

10.6%
$ 91,931

Achievement
Factor (% of
Target to be Paid)*

98.8%
200%

* Achievement factor reflects impact of the adjustments noted above.
The Committee reviewed and confirmed these results and approved payment of the 2011 short-term incentive program. Our NEOs
received, on average, 122% of their short-term incentive target payout based on consolidated results and individual performance. This excludes
any payout for Mr. Gorte who left the Company in February 2012, prior to the short-term incentive payout, which is consistent with our shortterm incentive program guidelines.
Long-Term Incentive Awards . We provide long-term incentives in the form of equity awards under our Equity Incentive Plan. The
Committee oversees the administration of the Equity Incentive Plan with full power and authority to determine when and to whom awards will
be granted, along with the type, amount and other terms and conditions of each award.
To determine the value of equity awards to be granted to NEOs, we consider the following factors:
•

the proportion of long-term incentives relative to base pay;

•

the NEO’s impact on our performance and ability to create value;

•

our long-term business objectives;

•

awards made to executives in similar positions with other comparably sized energy companies; and

•

the NEO’s performance.

In 2011, we refined the design of our long-term incentive plan to more closely align with performance and motivate growth. Our longterm incentive plan includes time-based restricted stock awards and/or performance based restricted stock unit (RSU) awards. The long-term
mix for our executives, including NEOs, differs from other employees due to our desire to have a substantial part of the long-term incentive be
performance-based. For
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NEOs we have allocated stock awards as follows: Fifty percent time-vested restricted stock with a three-year cliff vesting period and fifty
percent performance-based RSUs with a three-year performance period. We are using relative Total Stockholder Return (TSR) and
Consolidated Return on Capital Employed (ROCE) as the performance measures for the three-year performance-based RSUs. NEOs will earn
their targeted performance-based RSUs only if we deliver a targeted ROCE that reflects the typical expected rate of return on midstream assets
and our cost of capital and/or achieve attractive TSR relative to our peer group of companies. A partial award can be earned on achievement of
either metric.
In addition, we further refined our peer group as we introduced performance-based RSUs to our long-term incentive program. Changes to
our peer group were made to better reflect our industry segment and where we compete for business and employee talent. While some the
companies in our peer group have revenues, assets and market capitalization larger than SemGroup, we believe the expanded peer group is
better aligned with our current organization as well as the strategic vision of our Company.
The peer group established includes the following 13 companies, which comprise a mix of both direct competitors and companies whose
primary business was similar to at least one of our business groups:
•

Atlas Pipeline Partners

•

Magellan Midstream

•

Crosstex Energy

•

NuStar Energy

•

Enbridge Energy Partners

•

ONEOK Partners

•

Enterprise Products Partners

•

Plains All American

•

Genesis Energy

•

Sunoco Logistics

•

Inergy

•

Williams Partners

•

Kinder Morgan Energy

In addition, to using our peer group for measuring our performance-based restricted stock awards, we used this peer group’s proxy data to
further validate compensation for our executives.
Our Committee supports this design as it is equity-based and delivers a significant portion of the equity in performance-based awards to
NEOs and other executives who have the greatest ability to influence our financial results and strengthen alignment with stockholders.
In general, we plan to make our annual equity grants around the same time each year. It is expected that newly hired or promoted
executives may receive equity grants on the date on which they are hired or promoted or on the date of a Committee meeting on or around the
hire or promotion date. The Committee approves all equity grants to the NEOs and the grant date for such awards is on or after the date of such
approval.
The Committee does not intend to make equity grants in anticipation of the release of material non-public information and does not intend
to time the release of such information based on equity award grant dates.
Benefits . Our NEOs currently receive the same level of health and welfare benefits provided to all employees. In addition, our NEOs
participate in our 401(k) Plan which provides for a matching contribution of a portion of an employee’s annual tax-deferred contribution. Our
NEOs currently receive no perquisites (perks) or supplemental benefits, except for the following:
•

Tax and Financial Planning Allowance : We provide up to $15,000 annually to our CEO for annual income tax return preparation
and financial planning to provide expertise on current tax laws, to assist with personal financial planning and to prepare for
contingencies such as death and disability. We provide this benefit in order to help our CEO keep his focus on his responsibilities at
SemGroup.
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Other Executive Compensation Matters
Retention Program . Upon emergence from bankruptcy, our employees held no form of equity compensation. In addition to our
emergence grants issued pursuant to our Equity Incentive Plan, we implemented a retention program as part of our efforts to protect our assets,
stabilize our workforce and retain our key employees, including our NEOs.
In designing the retention program, we took the following steps:
•

Focused on groups with retention issues;

•

Met with organization leaders to identify key employees who were critical to the business; and

•

Met with our compensation consultant to design the overall retention program.

The resulting executive retention program includes two components: a retention award and an executive severance agreement with a two-year
sunset provision. Executives could receive one or both of these components. Three of our NEOs received retention awards and all of our NEOs
were offered an executive severance agreement with the exception of our CEO who has an employment agreement.
Retention Awards . Retention awards were issued as a percentage of base salary for three of our NEOs in June 2010. These awards were
settled in common stock on December 2, 2011. Listed below are the NEOs who received retention awards and their related value:
Executive Officer

Title

Retention Award Value

Timothy R. O’Sullivan

Vice President, Corporate Planning and Strategic
Initiatives
Chief Risk Officer
Vice President and Chief Operating Officer of Rose
Rock Midstream GP, LLC

$

120,842

$
$

115,655
271,624

David B. Gorte
Peter L. Schwiering

Executive Severance Agreements . During 2010, we entered into severance agreements with each of our NEOs, other than our CEO and
Chief Risk Officer, to encourage and motivate such executive officers to devote their full attention to their duties without the distraction of
concerns regarding their involuntary or constructive termination of employment under the circumstances and for the reasons described below.
Each severance agreement is for a term ending on the second anniversary of the date of such agreement. In an effort to ease the concerns
surrounding the hostile takeover announced during 2011, these agreements were amended on November 18, 2011 to extend such agreements
for an additional two years.
Employment Agreements . We entered into an employment agreement with our President and CEO, Norman J. Szydlowski on
November 30, 2009. Mr. Szydlowski receives compensation in accordance with this employment agreement as reflected in the executive
compensation tables below. The Committee believed it was necessary for us to enter into an employment agreement with Mr. Szydlowski to
secure his employment and assistance in building a leadership team capable of successfully operating as a public company.
Change in Control . Mr. Szydlowski’s employment agreement and the executive severance agreements noted above provide that the
executive may receive severance benefits in the event of a change in control of the Company. These arrangements provide for a “double
trigger” before cash severance payments will be paid (i.e., there must be a change in control and the executive’s employment must terminate
without cause or resignation for good reason after the change in control). The severance benefits will not be “grossed up” for any tax liabilities
that the executive may incur upon such termination.
We are providing these benefits in recognition of the importance to us and our stockholders of avoiding distractions and the loss of our
CEO and certain executives that may occur in connection with rumored or actual
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change in control of the Company. We protect stockholder interests by enhancing employee focus during rumored or actual change in control
activity through:
•

incentives to remain with us despite uncertainties while a transaction is under consideration or pending;

•

assurance of severance and benefits if terminated; and

•

access to the equity component of total compensation after a change in control.

Additional information regarding the change in control provisions for the NEOs and estimated payments to them associated with a change
in control can be found in the Potential Payments Upon Termination or Change In Control table below and the accompanying narrative.
2012 Compensation Program Changes. The Committee regularly reviews our existing pay programs to ensure we are able to attract and
retain the talent needed to deliver the financial and operating performance necessary to create stockholder value. Based on this review, our
2012 total compensation structure remains consistent with 2011.
Stock Ownership Policy . In 2011, we implemented a Stock Ownership Policy for our executive officers, including NEOs, which we
believe will further strengthen our NEOs’ alignment with stockholders. All NEOs must maintain an equity interest in the Company and its
affiliates equal to a specified multiple of their base pay. Executives are required to retain 100% of annual equity awards, including Rose Rock
Midstream, L.P. units, net of taxes, until ownership requirements are met. 50% of the unvested equity awards will count towards the ownership
requirements. Unvested performance based awards do not count toward the ownership requirements. We intend to periodically review the
policy and adjust as deemed appropriate. The chart below shows the NEO stock ownership guidelines which went into effect January 1, 2012.
Holding Requirement as
Position

a Percent of Base Pay

CEO
NEO
Other Executive Officers

3x
2x
1x

Clawback Policy . The Committee has approved changes to the 2011 short-term incentive program and the form of award agreements for
2011 long-term incentive awards that require the participants and grantees to return any incentive-based compensation which we determine we
are required to recover from the participants and grantees under any clawback policy that we may adopt from time to time. The Committee
expects to approve a clawback policy that complies with Section 954 of the Dodd-Frank Wall Street Reform and Consumer Protection Act
when the Securities and Exchange Commission approves final rules implementing the requirement.
Our executive severance agreements discussed above already contain certain forfeiture and clawback provisions in the event that the
executive breaches any non-competition, non-solicitation, non-disparagement, confidential information or intellectual property covenants in the
agreements.
Compensation Program as it Relates to Risk . We have reviewed our compensation policies and practices for both executives and nonexecutives as they relate to risk and have determined that at this time they are not reasonably likely to have a material adverse effect on the
Company.
In reaching this conclusion, we considered the various elements of our compensation program that are designed to help mitigate excessive
risk taking, including:
•

Components of Compensation: We use a mix of compensation elements including base salary, short-term incentives and long-term
incentives to avoid placing too much emphasis on any one component of compensation.
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•

Level of Compensation: Our total direct compensation is designed to be competitive with the marketplace and aligned with the
interest of our stockholders.

•

Short-term Incentive: Our short-term incentive plan does not allow for unlimited payouts. Short-term incentive payments cannot
exceed 200% of target levels. Our short-term incentive plan is discretionary and is subject to the Committee’s approval.

•

Equity Awards: Our restricted stock awards drive a long-term perspective and have a three-year cliff vesting period.

•

Board/Committee Oversight: The Board of Directors and the Committee maintain full discretion of reviewing and administering all
awards under short- and long-term incentive plans.

•

Performance Measures: Our performance goal setting process is aligned with our business strategy and our key foundational tenets.

•

Comprehensive Risk Management Policy: Our policy provides that employees will not be compensated for exposing us to undue
risk as determined by our senior management and/or Board of Directors.

Our compensation program is intended to motivate NEOs and employees to achieve business objectives that generate stockholder returns
while demonstrating behaviors that are consistent with our values.
Accounting and Tax Treatment . We consider the impact of accounting and tax treatment when designing all aspects of compensation,
but the primary driver of program design is the support of business objectives. In that regard, we review and consider the deductibility of
executive compensation under Section 162(m) of the Internal Revenue Code, which limits the tax deductibility by a corporation of
compensation in excess of $1 million paid to its CEO and any of its three other most highly compensated executive officers, other than the
CFO. Compensation which qualifies as “performance-based” is excluded from the $1 million limit if, among other requirements, the
compensation is payable only upon attainment of pre-established, objective performance goals under a plan approved by the corporation’s
stockholders. We intend to design a large share of our incentive compensation for our NEOs to qualify for the exemption of “performancebased” compensation from the deductibility limit. However, if future compliance with Section 162(m) is inconsistent with our compensation
philosophy or what is believed to be in the best interests of our stockholders, then future compensation arrangements may not be fully
deductible under Section 162(m). For example, our emergence equity awards of restricted stock which are time-vested do not qualify as
performance-based and may not be fully deductible.
Compensation Committee Report
The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis included in this proxy statement
with management of SemGroup and, based on such review and discussions, the Compensation Committee recommended to the Board of
Directors that the Compensation Discussion and Analysis be included in this proxy statement.
THE COMPENSATION COMMITTEE
Karl F. Kurz, Chairman
Sarah M. Barpoulis
James H. Lytal
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Summary Compensation Table
The following table summarizes the total compensation earned by or paid or awarded to each of the named executive officers with respect
to each of the fiscal years ended December 31, 2011, 2010 and 2009. Messrs Szydlowski, Fitzgerald and Gorte joined SemGroup on
November 30, 2009. Candice L. Cheeseman joined SemGroup in February 2010, and Timothy R. O’Sullivan became a named executive officer
in April 2010. In January 2012, we eliminated the Chief Risk Officer position, and as a result David B. Gorte will no longer be a named
executive officer following 2011. Consequently, we have included Peter L. Schwiering, our Vice President and Chief Operating Officer of
Rose Rock Midstream GP, LLC, as a named executive officer for 2011 because we anticipate that he will be considered one in 2012.
We currently have an employment agreement with Mr. Szydlowski. For additional information regarding this employment agreement, see
“Potential Payments Upon Termination or Change in Control—Employment Agreements” below.

Name and
Principal Position

Year

Salary
($)

Norman J. Szydlowski
President and Chief
Executive Officer

2011
2010
2009

790,000
793,039
69,885

Robert N. Fitzgerald
Senior Vice
President and Chief
Financial Officer

2011
2010
2009

342,794
334,284
30,462

Candice L. Cheeseman
General Counsel

2011
2010

Timothy R. O’Sullivan
Vice President Corporate
Planning and Strategic
Initiatives

Bonus
($)(1)

—
—
—

Stock
Awards
($)(2)

Option
Awards
($)

Non-Equity
Incentive Plan
Compensation
($)(3)

Change in
Pension
Value and
Nonqualified
Deferred
Compensation
Earnings
($)

All Other
Compensation
($)(4)

Total
($)

1,184,998
—
2,370,000

—
—
—

685,000
236,408
—

—
—
—

27,250
115,564
189,717

2,687,248
1,145,011
2,629,602

—
125,000
—

300,005
577,500
—

—
—
—

237,000
79,562
—

—
—
—

12,250
12,250
2,954

892,049
1,128,596
33,416

297,194
250,962

—
115,000

190,008
507,500

—
—

208,000
63,643

—
—

12,250
12,250

707,452
949,355

2011
2010

247,897
241,416

120,842
5,000

155,005
225,000

—
—

166,000
56,168

—
—

11,132
15,595

700,877
543,179

Dave B. Gorte
Chief Risk Officer

2011
2010
2009

259,821
231,988
21,231

115,655
—
—

149,988
230,000
—

—
—
—

—
46,102
—

—
—
—

12,250
11,085
46,333

537,714
519,175
67,564

Peter L. Schwiering
Vice President/President
SemCrude

2011

276,118

271,624

174,986

—

216,000

—

11,301

950,029

(1) For 2011, the amount represents retention awards that were settled in shares of our Class A Common Stock on December 2, 2011, for
Messrs. O’Sullivan (4,682 shares), Gorte (4,481 shares) and Schwiering (10,524 shares). For 2010, the amount represents (a) signing
bonuses paid to Mr. Fitzgerald and Ms. Cheeseman as an inducement to accept our employment offer and (b) a performance bonus paid to
Mr. O’Sullivan for the achievement of certain business objectives in our international business units.
(2) Represents the grant date fair value computed in accordance with ASC 718, “ Stock Compensation ,” which excludes the effect of
estimated forfeitures, of the shares of restricted stock and performance share units granted under our Equity Incentive Plan. The
assumptions used to value the stock awards are included in Note 21 to our consolidated financial statements contained in our Annual
Report on Form 10-K for the year ended December 31, 2011. The amount shown does not represent amounts paid to the executives.
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The value included for the performance share units is based on 100 percent of the performance share units vesting at the end of the threeyear performance period. Using the maximum number of shares of stock issuable upon vesting of the performance share units (150 percent
of the units granted), the aggregate grant date fair value of the performance share units would be as follows:
Name

2011

Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
David B. Gorte
Peter L. Schwiering

$888,749
$224,982
$142,506
$116,232
$112,491
$131,240

(3) For 2011, represents awards under our short-term incentive program adopted in 2010 based on our achievement of certain performance
metrics specified therein. Amounts were based on partial achievement of the performance metrics for 2011.
(4) All Other Compensation for 2011 includes amounts allocated under our 401(k) matching contribution and perquisites. Perquisites provided
to Mr. Szydlowski include tax and financial planning services. The table below shows the components of this column for 2011:
401
(k) Matching

Tax and
Financial

Contribution

Planning

Total Other
Compensation

($)

($)

Name

($)

Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
David B. Gorte
Peter L. Schwiering

12,250
12,250
12,250
11,132
12,250
11,301
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—
—
—
—
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27,250
12,250
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Grants of Plan-Based Awards During 2011
The following table provides information about stock and option awards and non-equity and equity incentive plan awards granted to our
named executive officers during the year ended December 31, 2011. No stock options were granted to our named executive officers in 2011.
There can be no assurance that the Grant Date Fair Value of Stock and Option Awards will ever be realized.
All
Other
Stock
Awards:
Number
Estimated Possible Payouts
Under Non-Equity
Incentive Plan Awards(1)

Estimated Future Payouts
Under
Equity Incentive Plan Awards(2)

—
30,647
—

—
5,172
—

—
7,758
—

—
—
7,600

—
—
—

—
—
—

—
149,988
205,884

—
1,638
—

—
3,276
—

—
4,914
—

—
—
6,767

—
—
—

—
—
—

—
95,004
207,950

249,196
—
—

—
1,336
—

—
2,672
—

—
4,008
—

—
—
2,900

—
—
—

—
—
—

—
77,488
78,561

132,892
—
—

265,784
—
—

—
1,293
—

—
2,586
—

—
3,879
—

—
—
2,967

—
—
—

—
—
—

—
74,994
80,376

138,529
—
—

277,058
—
—

—
1,509
—

—
3,017
—

—
4,526
—

—
—
4,567

—
—
—

—
—
—

—
87,493
123,720

Target
($)
592,500
—
—

Maximum
($)
1,185,000
—
—

Robert N. Fitzgerald

—
—
2/4/2011 11/3/2010
2/4/2011 11/3/2010

—
—
—

206,923
—
—

Candice L. Cheeseman

—
—
2/4/2011 11/3/2010
2/4/2011 11/3/2010

—
—
—

Timothy R. O’Sullivan

—
—
2/4/2011 11/3/2010
2/4/2011 11/3/2010

David B. Gorte

Peter L. Schwiering

(1)
(2)

(3)
(4)

Exercise

Threshold

Maximum

—
10,216
—

Target
(#)
—
20,431
—

413,846
—
—

—
2,586
—

179,220
—
—

358,440
—
—

—
—
—

124,598
—
—

—
—
2/4/2011 11/3/2010
2/4/2011 11/3/2010

—
—
—

—
—
2/4/2011 11/3/2010
2/4/2011 11/3/2010

—
—
—

(#)

(#)

Options
(#)
—
—
—

or
Base
Price
of
Option
Awards
($ / Sh)
—
—
—

Grant
Date
Fair
Value
of
Stock
and
Option
Awards

of
Shares
of
Stock
or
Units
(#)(3)
—
—
31,600

Approval Threshold
Grant
Date
($)
Date
—
—
—
2/4/2011 11/3/2010
—
2/4/2011 11/3/2010
—

Name
Norman J. Szydlowski

All
Other
Option
Awards:
Number
of
Securities
Underlying

($)(4)
—
592,499
832,496

Represents estimated possible payouts under our short-term incentive plan. The estimated possible payout amounts are based on the applicable bonus target percentage and base salary
for each named executive officer in effect for 2011. Actual incentive payments for 2011 are reflected in the “Non-Equity Incentive Plan Compensation” column of the Summary
Compensation Table above.
Represents the range of payouts in shares of stock for the performance period beginning January 1, 2011 and ending December 31, 2013, for performance-based share awards granted
under our Equity Incentive Plan. If the performance criteria are met, payouts can range from 50 percent of target at the threshold level to 150 percent of target at the maximum level. If a
participant retires (after continuously serving not less than 12 months during the performance period), dies or suffers a disability during the performance period, the participant or
participant’s estate is entitled that portion of the number of performance shares as such participant would have been entitled had he or she remained employed, prorated for the number
of days served; provided, however, in the event of a subsequent change of control during the performance period, such participant or participant’s estate will be entitled the number of
shares at the target level. Performance shares are forfeited if employment is terminated for any other reason. If a participant continuously serves not less than 12 months during the
performance period and a change of control occurs during the performance period, such participant will be entitled to the number of shares at the target level.
These restricted stock awards were granted under our Equity Incentive Plan and are described in the Outstanding Equity Awards at Fiscal Year-End 2011 table below.
Represents the grant date fair value computed in accordance with ASC 718, “ Stock Compensation ,” which excludes the effect of estimated forfeitures, of the shares of restricted stock
and performance share units granted under our Equity Incentive Plan. The assumptions used to value the stock awards are included in Note 21 to our consolidated financial statements
contained in our Annual Report on Form 10-K for the year ended December 31, 2011. The value included for the performance share units is based on 100 percent of the performance
share units vesting at the end of the three-year performance period. The amount shown does not represent amounts paid to the executives.
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Outstanding Equity Awards at Fiscal Year-End 2011
The following table shows the outstanding equity awards held by our named executive officers as of December 31, 2011.
Option Awards

Number of
Securities
Underlying
Unexercised
Options
(#)
Name

Exercisable

Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
David B. Gorte
Peter L. Schwiering

—
—
—
—
—
—

Number of
Securities
Underlying
Unexercised
Options
(#)
Unexercisable

—
—
—
—
—
—

Equity
Incentive
Plan
Awards:
Number of
Securities
Underlying
Unexercised

Stock Awards
Equity
Incentive
Plan
Awards:
Number of
Number of

Option
Exercise

Unearned
Options
(#)

Price
($)

—
—
—
—
—
—

—
—
—
—
—
—

Shares or
Units of
Stock
That Have
Option
Expiration
Date

—
—
—
—
—
—

Not
Vested
(#)(1)

52,031
20,573
16,809
8,673
8,719
12,350

Market
Value of
Shares or
Units of
Stock
That
Have Not
Vested
($)(2)

Unearned
Shares,
Units
or Other
Rights
That Have
Not
Vested
(#)(1)(3)

1,355,928
536,132
438,043
226,018
227,217
321,841

20,431
5,172
3,276
2,672
2,586
3,017

Equity
Incentive
Plan
Awards:
Market or
Payout
Value of
Unearned
Shares,
Units or
Other
Rights
That
Have Not
Vested
($)(2)

532,432
134,782
85,373
69,632
67,391
78,623

(1) Vesting dates for shares of restricted stock, restricted stock units and performance shares are shown in the table below.
Unvested Restricted
Stock and Restricted
Stock Units
# of
Vesting
Shares
Date

Name

Norman J. Szydlowski

Unvested and
Unearned Performance
Shares
# of
Vesting
Shares
Date

31,600
12/31/2012
20,431
12/31/2013
20,431
1/1/2014
Robert N. Fitzgerald
7,700
1/11/2012
5,172
12/31/2013
7,700
1/11/2013
5,173
1/1/2014
Candice L. Cheeseman
6,767
2/22/2012
3,276
12/31/2013
6,766
2/22/2013
3,276
1/1/2014
Timothy R. O’Sullivan
3,000
1/11/2012
2,672
12/31/2013
3,000
1/11/2013
2,673
1/1/2014
Dave B. Gorte
3,067
1/11/2012
2,586
12/31/2013
3,066
1/11/2013
2,586
1/1/2014
Peter L. Schwiering
4,667
1/11/2012
3,017
12/31/2013
4,666
1/11/2013
3,017
1/1/2014
(2) Based on the closing price of our Class A Common Stock on December 30, 2011 ($26.06), as reported on the New York Stock Exchange
on the last trading day of 2011.
(3) The number of shares reflects target level of performance for performance-based awards.
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Option Exercises and Stock Vested During 2011
The following table provides information about the value realized by our named executive officers upon exercise of option awards and
vesting of stock awards during the year ended December 31, 2011.
Option Awards
Number of Shares
Value Realized
Acquired on Exercise
on Exercise
(#)
($)(1)

Name

Norman J. Szydlowski
Robert N. Fitzgerald
Candice L. Cheeseman
Timothy R. O’Sullivan
David B. Gorte
Peter L. Schwiering
(1)
(2)

—
—
—
—
—
—

—
—
—
—
—
—

Stock Awards
Number of Shares
Acquired on Vesting

Value Realized
on Vesting
($)(2)

(#)

31,600
7,600
6,767
7,582
7,448
15,091

823,496
205,884
207,950
199,403
196,031
395,344

Amounts, if any, reflect the difference between the exercise price of the option and the market price of the underlying shares at the time
of exercise.
Based on the closing price of our Class A Common Stock on the day the stock award vested, as reported on the New York Stock
Exchange.

Potential Payments Upon Termination or Change in Control
We have entered into certain agreements and maintain certain plans that will require us to provide compensation to our named executive
officers, or NEOs, in the event of a termination of employment or a change in control of SemGroup.
Employment Agreements . We entered into an employment agreement with Norman J. Szydlowski on November 30, 2009. We have not
entered into an employment agreement with any of our NEOs other than with Mr. Szydlowski. The employment agreement may be terminated
at any time, with or without good cause or for any or no cause, by Mr. Szydlowski or by us. Mr. Szydlowski’s base salary under the agreement
is $790,000 per year. In addition, Mr. Szydlowski may receive annual cash incentives payable for the achievement of certain performance goals
established by our Board of Directors or our Compensation Committee. Under the agreement, he was awarded 94,800 shares of restricted
stock, with vesting to occur in three equal annual installments on December 31 of 2010, 2011 and 2012. Mr. Szydlowski is entitled to
reimbursement for his annual income tax preparation and financial planning up to $15,000 per year.
In the event Mr. Szydlowski’s employment is terminated by us without cause, or should Mr. Szydlowski resign for good reason, in each
case not in connection with or following a change in control, Mr. Szydlowski is entitled to (i) a severance payment equal to two times his base
salary in effect at the time of termination and (ii) immediate vesting of 50 percent of those shares of restricted stock awarded under the
employment agreement that are unvested as of the date of termination.
Upon a change in control, all of Mr. Szydlowski’s unvested shares of restricted stock awarded under the employment agreement shall
immediately vest. In the event Mr. Szydlowski’s employment is terminated by us without cause, or should Mr. Szydlowski resign for good
reason, in each case in connection with or following a change in control, Mr. Szydlowski is entitled to (i) a severance payment equal to two
times his base salary in effect at the time of termination and (ii) immediate vesting of any unvested shares of such restricted stock.
The receipt by Mr. Szydlowski of any payments or benefits pursuant to his employment agreement is subject to his compliance with the
following restrictions set forth in the employment agreement:
•

for a period of two years following the date of termination, Mr. Szydlowski is restricted from disparaging or criticizing us and we
are restricted from disparaging or criticizing him;
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•

for a period of five years following the date of termination, Mr. Szydlowski must keep all of our trade secrets and proprietary
information confidential;

•

for a period of eighteen months following the date of termination, Mr. Szydlowski may not, directly or indirectly, compete with us;
and

•

for a period of two years following the date of termination, Mr. Szydlowski may not, directly or indirectly, encourage any of our
employees to quit or leave our employ or solicit any third party who is our customer to cease being our customer or take away from
us the business of such customer.

Regardless of the manner in which Mr. Szydlowski’s employment terminates, he is entitled to receive amounts earned during his term of
employment, including accrued salary, accrued, but unused, vacation pay and unreimbursed business expenses.
Cause is defined in Mr. Szydlowski’s employment agreement as:
•

he has committed a willful serious act, such as embezzlement against the Company or other wrongful act intending to enrich
himself at the expense of the Company or conviction of a felony;

•

he has engaged in willful or wanton improper conduct that has caused demonstrable and serious injury, monetary or otherwise, to
the Company;

•

in carrying out his duties he has been guilty of willful gross neglect or willful gross misconduct, resulting in either case in material
harm to the Company; or

•

he has refused to carry out his duties in gross dereliction of duty and, after receiving written notice to such effect from our
Chairman of the Board, he fails to cure the existing problem within 30 days.

Good reason is defined in Mr. Szydlowski’s employment agreement as the occurrence of any of the following, without his express written
consent:
•

a significant reduction of his responsibilities, relative to his responsibilities in effect immediately prior to such reduction, including
a reduction in responsibilities by virtue of a Change in Control;

•

a material reduction in the kind or level of welfare and/or retirement benefits relative to the benefits to which he is entitled
immediately prior to such reduction with the result that his overall benefits package is significantly reduced other than pursuant to a
reduction that also is applied to substantially all other executive officers of the Company; or

•

the failure of the Company to comply with its obligations and commitments under the employment agreement, which failure is not
cured within 30 days after written notice to the Company (which notice and opportunity to cure shall not be required if it is apparent
that the Company lacks the ability or willingness to so comply).

A change in control is defined in Mr. Szydlowski’s employment agreement as the occurrence of any of the following events:
•

any consolidation, amalgamation or merger of the Company with or into any other person, or any other corporate reorganization,
business combination, transaction or transfer of securities of the Company by its stockholders, or a series of transactions (including
the acquisition of capital stock of the Company), whether or not the Company is a party thereto, in which the stockholders of the
Company immediately prior to such consolidation, merger, reorganization, business combination or transaction, collectively have
beneficial ownership, directly or indirectly, of capital stock representing directly, or indirectly through one or more entities, less
than fifty percent (50%) of the equity (measured by economic value or voting power (by contract, share ownership or otherwise) of
the Company or other surviving entity immediately after such consolidation, merger, reorganization, business combination or
transaction;
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•

the sale or disposition, in one transaction or a series of related transactions, of all or substantially all of the assets of the Company to
any person;

•

during any period of twelve consecutive months, individuals who, as of the beginning of such period, constituted the Company’s
entire Board of Directors (together with any new directors whose election by such board or nomination for election by the
Company’s stockholders was approved by a vote of at least two-thirds of the directors of the Company, then still in office, who
were directors at the beginning of the period or whose election or nomination for election was previously so approved) cease for
any reason to constitute a majority thereof; or

•

approval by the stockholders of the Company of a complete liquidation or dissolution of the Company.

Severance Agreements . We have entered into severance agreements with each of our NEOs, other than Norman J. Szydlowski and
David B. Gorte, to encourage and motivate such executive officers to devote their full attention to their duties without the distraction of
concerns regarding their involuntary or constructive termination of employment for the reasons described below. Each severance agreement
was initially for a term ending on the second anniversary of the date of such agreement. These agreements were amended in November 2011 to
extend such agreements through May 31, 2014. The definitions of certain words in quotations are provided below.
Each severance agreement generally provides that if within two years after a “change in control” of the Company (i) an NEO resigns for
“good reason” or (ii) the employment of an NEO is terminated other than for “cause,” “disability,” death or a “disqualification disaggregation,”
such NEO is entitled to the following:
•

within 10 business days after the termination data, a lump sum payment of all accrued but unpaid base salary, any accrued earned
but unpaid annual bonus, accrued but unpaid vacation and any other amounts or benefits due but not paid;

•

on the first business day following six months after the termination date, a lump sum payment equal to (i) any unpaid earned annual
bonus for the fiscal year prior to the fiscal year of termination; and (ii) a severance amount equal to two times his base salary as of
the termination date plus an annual bonus amount equal to his target percentage multiplied by his base salary in effect at the
termination date as if performance goals were achieved at 100%;

•

continued participation in our medical benefit plans for so long as the NEO elects coverage or 18 months from the termination
whichever is less, in the same manner and at the same cost as similarly situated active employees;

•

all unvested stock options, shares of restricted stock and restricted stock units held by the NEO will vest and will be paid out in
accordance with the terms of the respective award agreements;

•

continued participation in the Company’s directors’ and officers’ liability insurance for six years or any longer known applicable
statute of limitations period; and

•

outplacement benefits for six months at a cost not exceeding $10,000.

Notwithstanding the foregoing, if any amount or benefit to be paid above would be an excess parachute payment (within the meaning of
Section 280G of the Internal Revenue Code of 1986, as amended), then the payment to be paid or provided under a severance agreement will
be reduced to the minimum extent necessary so that no portion of any such payment, as so reduced, constitutes an excess parachute payment.
If an NEO’s employment is terminated for “cause,” the NEO is entitled to a lump sum payment of all accrued but unpaid base salary, any
accrued earned but unpaid annual bonus, accrued but unpaid vacation and any other amounts or benefits due but not paid.
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If an NEO’s employment is terminated by us without cause prior to a change in control, such NEO is entitled to the following:
•

within 30- business days after the termination date, a lump sum payment of all accrued but unpaid base salary, any accrued earned
but unpaid annual bonus, accrued but unpaid vacation and any other amounts or benefits due but not paid;

•

on the first business day following six months after the termination date, a lump sum payment equal to (i) any unpaid earned annual
bonus for the fiscal year prior to the fiscal year of termination; and (ii) a severance amount equal to his base salary as of the
termination date plus an annual bonus amount equal to his target percentage multiplied by his base salary in effect at the termination
date as if performance goals were achieved at 100%;

•

all unvested stock options, shares of restricted stock and restricted stock units held by the NEO will only vest and will be paid out in
accordance with the terms of the respective award agreements;

•

continued participation in the Company’s directors’ and officers’ liability insurance for six years or any known longer applicable
statute of limitations period; and

•

outplacement benefits for six months at a cost not exceeding $10,000.

Pursuant to the severance agreements, during the term of the severance agreement and for a period of twelve months following the date of
termination of employment, an NEO may not, directly or indirectly, compete with us or encourage any of our employees to quit or leave our
employ or solicit any third party who is an established customer of ours to cease being our customer or take away from us the business of such
customer. The severance agreements also require an NEO to keep all our trade secrets and proprietary information confidential, restrict an NEO
from disparaging or criticizing us and restrict us from disparaging or criticizing the NEO.
The severance agreements with our NEOs use the following definitions:
“Cause” means an NEO’s
•

conviction of or a plea of nolo contendere to a felony or a crime involving fraud, dishonesty or moral turpitude;

•

willful or reckless material misconduct in the performance of his duties that has an adverse effect on the Company or any of its
subsidiaries or affiliates;

•

willful or reckless violation or disregard of the Company’s code of business conduct and ethics, any applicable code of ethics for
our CEO and senior financial officers or any policy of the Company or its subsidiaries; or

•

habitual or gross neglect of his or her duties.

Cause generally does not include bad judgment or negligence (other than habitual neglect or gross negligence); acts or omissions made in
good faith after reasonable investigation by the NEO or acts or omissions with respect to which the Board could determine that the NEO had
satisfied the standards of conduct for indemnification or reimbursement under our Certificate of Incorporation, bylaws, any applicable
indemnification agreement, or applicable law; or failure (despite good faith efforts) to meet performance goals, objectives, or measures for a
period beginning upon a change of control and continuing for two years or until the termination of the agreement, whichever happens first. An
NEO’s act or failure to act (except as related to a conviction or plea or nolo contendere described above), when done in good faith and with a
reasonable belief after reasonable investigation that such action or non-action was in the best interest of the Company or its subsidiaries or
affiliates or required by law shall not be cause if the NEO cures the action or non-action within 10 days of notice. Furthermore, no act or failure
to act will be cause if the NEO acted under the advice of counsel representing the Company or required by the legal process.
38

Table of Contents
“Change in control” means:
•

any person or group (other than an affiliate of ours or an employee benefit plan sponsored by us or our affiliates) becomes a
beneficial owner, as such term is defined under the Securities Exchange Act of 1934, of 30% or more of the Company’s common
stock or 30% or more of the combined voting power of all securities entitled to one vote generally in the election of directors
(“Voting Securities”), unless such person owned both more than 70% of common stock and Voting Securities, directly or indirectly,
in substantially the same proportion immediately before such acquisition;

•

our directors as of the date of the agreement (“Existing Directors”) and directors whose election, or nomination for election by
stockholders, are approved after that date by at least two-thirds of the Existing Directors cease to constitute a majority of our
directors;

•

consummation of any merger, reorganization, recapitalization, consolidation or similar transaction (“Reorganization Transaction”),
other than a Reorganization Transaction that results in the persons who were the direct or indirect owners of outstanding common
stock and Voting Securities of the Company prior to the transaction becoming, immediately after the transaction, the owners of at
least 60% of the then outstanding common stock and Voting Securities representing at least 60% of the combined voting power of
the then outstanding Voting Securities of the surviving corporation in substantially the same respective proportions as such persons’
ownership immediately before such Reorganization Transaction; or

•

approval by our stockholders of the sale or other disposition of all, or substantially all, of the Company’s consolidated assets or the
Company’s complete liquidation other than a transaction that would result in (i) a related party owning more than 50% of the assets
that were owned by the Company immediately prior to the transaction or (ii) the persons who were the direct or indirect owners of
our outstanding common stock and Voting Securities prior to the transaction continuing to own directly or indirectly, 50% or more
of the assets owned by the Company immediately prior to the transaction.

A change in control will not occur with respect to an NEO if (i) the NEO agrees in writing prior to an event that such an event will not be
a change in control; or (ii) the Board determines that a liquidation, sale or other disposition approved by the stockholders, as described in the
fourth bullet above, will not occur, except to the extent termination occurred prior to such determination.
“Disability” means a physical or mental infirmity that impairs the NEO’s ability to substantially perform his duties for twelve months or
more and for which he is receiving income replacement benefits from a Company plan for not less than three months.
“Disqualification disaggregation” means the cessation of an NEO’s employment by us or affiliates (during the period beginning upon a
change in control and continuing for two years or until the termination of the agreement, whichever happens first), if the NEO is employed by
the successor in substantially the same position and the successor has assumed our obligations under the severance agreement.
“Good reason” means, generally, a material adverse reduction in the nature and scope of the NEO’s office, position, duties, functions,
responsibilities or authority, a reduction in the NEO’s base salary, a reduction in the NEO’s annual bonus, required relocation, a material
reduction in the level of aggregate compensation or benefits not applicable to peer executives, a relocation of generally more than 50 miles, a
successor company’s failure to honor the agreement or the failure of the Board to provide written notice of the act or omission constituting
“cause.”
Potential Payments upon Termination or Change in Control as of December 31, 2011 . The following tables show potential
payments of severance and/or benefits to our NEOs, other than David B. Gorte, under existing contracts, agreements, plans or arrangements,
whether written or unwritten, for various scenarios involving a change in control or termination of each of such NEOs, assuming a change in
control date or termination date of December 31, 2011, and, where applicable, using the closing price of our Class A Common
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Stock of $26.06 (as reported on the New York Stock Exchange) as of December 30, 2011 (the last trading day of 2011). These amounts are
estimates only. The actual amounts to be paid out can only be determined at the time of such officer’s separation from us.
On January 4, 2012, we eliminated the Chief Risk Officer function, and as a result, David B. Gorte ceased serving as Chief Risk Officer
of SemGroup on that date. Mr. Gorte’s employment with us terminated effective February 1, 2012. In conjunction with the termination of
Mr. Gorte’s employment, Mr. Gorte entered into a waiver and release agreement, effective as of the termination date, pursuant to which, in
accordance with the terms of our severance pay plan, Mr. Gorte was paid eight weeks of basic severance pay in the amount of $40,890, less
applicable withholding taxes. In addition, Mr. Gorte received all accrued vacation time earned through the termination date. Under the waiver
and release agreement, Mr. Gorte provided us a release containing customary terms and conditions. On Mr. Gorte’s termination date, 3,066
shares of restricted stock, constituting the last tranche of restricted stock awarded to Mr. Gorte in January 2010 under our Equity Incentive
Plan, vested in accordance with the terms of his restricted stock award agreement, as amended.
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SemGroup and Mr. Gorte have entered into a consulting services agreement, effective February 2, 2012, under which Mr. Gorte, acting as
an independent contractor, will provide certain services to us on an as-needed basis at our request. We will pay Mr. Gorte on an hourly basis
for each hour worked and for each hour of travel time. The consulting services agreement is for a term ending on December 31, 2012.
Cash
Severance
Payment
Norman J. Szydlowski
• Disability
• Death
• Voluntary termination without good reason or termination for cause
• Termination without cause or resignation for good reason(3)
• Change in Control (“CIC”)
• Termination without cause or resignation for good reason after CIC(3)(4)

—
—
—
$1,580,000
—
$1,580,000

Robert N. Fitzgerald
• Disability
• Death
• Voluntary termination without good reason or termination for cause
• Termination without cause or resignation for good reason(5)(6)
• CIC
• Termination without cause or resignation for good reason after CIC(4)(5)

—
—
—
$ 549,717
—
$1,099,434

Candice L. Cheeseman
• Disability
• Death
• Voluntary termination without good reason or termination for cause
• Termination without cause or resignation for good reason(5)(6)
• CIC
• Termination without cause or resignation for good reason after CIC(4)(5)

—
—
—
$ 476,414
—
$ 952,828

Timothy R. O’Sullivan
• Disability
• Death
• Voluntary termination without good reason or termination for cause
• Termination without cause or resignation for good reason(5)(6)
• CIC
• Termination without cause or resignation for good reason after CIC(4)(5)

—
—
—
$ 372,495
—
$ 744,990

Peter L. Schwiering
• Disability
• Death
• Voluntary termination without good reason or termination for cause
• Termination without cause or resignation for good reason(5)(6)
• CIC
• Termination without cause or resignation for good reason after CIC(4)(5)

—
—
—
$ 414,647
—
$ 829,294
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Continuation
of Medical
Benefits(1)
—
—
—
—
—
—

$
$

$
$

$
$

$
$

Acceleration
of
Restricted
Stock Awards

Acceleration
of
PerformanceBased Awards(2)

$
$

532,432
1,355,928
—
677,964
823,496
1,355,928

$
$

134,808
536,132
—
200,662
—
536,132

$
$

85,373
438,043
—
176,348
—
438,043

$
$

69,658
226,018
—
78,180
—
226,018

$
$

78,623
321,841
—
121,622
—
321,841

$
$

$
$
$

—
—
—
21,714
—
21,714

$
$

—
—
—
21,588
—
21,588

$
$

—
—
—
21,714
—
21,714

$
$

—
—
—
15,506
—
15,506

$
$

$
$

$
$

$
$

$
$

$
$

$
$

$
$

$
$

$
$

OutPlacement
Services

177,477
177,477
—
—
532,432
532,432
44,927
44,927
—
—
134,782
134,782
28,458
28,458
—
—
85,373
85,373
23,211
23,211
—
—
69,632
69,632
26,208
26,208
—
—
78,623
78,623

—
—
—
—
—
—

$
$

$
$

$
$

$
$

Total
Potential
Payments
$ 709,909
$1,533,405
—
$2,257,964
$1,355.928
$3,468,360

—
—
—
10,000
—
10,000

$ 179,735
$ 581,059
—
$ 782,093
$ 134,782
$1,802,062

—
—
—
10,000
—
10,000

$ 113,831
$ 466,501
—
$ 684,350
$ 85,373
$1,507,832

—
—
—
10,000
—
10,000

$ 92,869
$ 249,229
—
$ 482,389
$ 69,632
$1,072,354

—
—
—
10,000
—
10,000

$ 104,831
$ 348,049
—
$ 561,775
$ 78,623
$1,255,264
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(1)
(2)
(3)
(4)
(5)
(6)

Represents the value of continued participation in our medical benefit plans for a period of 18 months following termination in the same manner and at same costs as similarly situated
active employees.
Assumes performance-based awards are at the target payout level except in the event of a change in control, in which case the performance-based awards are payable at the target
payout level.
Pursuant to the terms of Mr. Szydlowski’s employment agreement, the cash severance payment is to be made in four equal installments to be paid at six month intervals over the 24
months following his termination beginning six months from the termination date.
The amounts reflected for termination without cause or resignation for good reason after a change in control include the benefits an NEO would receive in the event of a change in
control as a sole event without the involuntary or good reason termination.
Pursuant to the terms of each respective severance agreement, the cash severance payment is to be made on the first business day following six months after the termination date.
Pursuant to the terms of each restricted stock award agreement, the number of shares scheduled to vest on the first vesting date following such termination of service shall become fully
vested upon such termination of service.

Compensation Committee Interlocks and Insider Participation
During 2011, the Compensation Committee was composed of Karl F. Kurz, Sarah M. Barpoulis, Stanley C. Horton (until his resignation
on May 2, 2011), and James H. Lytal (who joined the Compensation Committee on November 4, 2011), all of whom are or were independent
directors. During 2011, none of our executive officers served on the board of directors or on the compensation committee of any other entity
who had an executive officer that served either on our Board of Directors or on the Compensation Committee.
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DIRECTOR COMPENSATION
Our non-employee directors receive annual compensation for serving on our Board of Directors. We do not pay our employees who serve
on Board of Directors any additional compensation for Board membership. Our Compensation Committee reviews from time to time the
compensation we pay to our non-employee directors and, if appropriate, recommends changes or adjustments to such compensation. The
compensation we pay to our non-employee directors consists of a cash retainer and equity awards as shown in the following table. We also
reimburse directors for out-of-pocket expenses in connection with attending board and committee meetings. The annual cash retainer and
equity award are paid to the non-employee directors on a June 1 through May 31 fiscal-year basis.
Committee
Total
Compensation(1)

Non-Executive Chairman of the Board
Chairman—Audit Committee
Members—Audit Committee
Chairman—Nominating/Governance Committee
Chairman—Compensation Committee
Members—Nominating/Governance Committee
Members—Compensation Committee
Members—Board Only
(1)
(2)

(3)

$
$
$
$
$
$
$
$

237,000
197,000
162,000
177,000
177,000
162,000
162,000
162,000

Annual
Cash
Retainer

$124,500
$104,500
$ 87,000
$ 94,500
$ 94,500
$ 87,000
$ 87,000
$ 87,000

Meeting
Fees(2)

$
$
$
$
$
$

—
2,000
2,000
2,000
2,000
2,000
2,000
—

Annual
Equity
Grant(3)

$112,500
$ 92,500
$ 75,000
$ 82,500
$ 82,500
$ 75,000
$ 75,000
$ 75,000

Total compensation is the sum of the cash and equity retainers paid on an annual basis and does not include committee meeting fees.
Each non-employee director receives the highest total compensation he or she is entitled to pursuant to the table. No non-employee
director is entitled to compensation from more than one row of the table.
Committee meeting fees are paid only to members of the committee for their attendance at each meeting of their respective committees
and not to other non-employee directors who attend a committee meeting voluntarily. If the Chairman of the Board attends a committee
meeting for the purpose of establishing a quorum and if a non-member of a committee attends at the specific request or requirement of the
Chairman of that committee, that director will be entitled to be paid a committee meeting fee.
All equity grants are made as shares of restricted stock under our Equity Incentive Plan. The number of shares of restricted stock is
determined by dividing the dollar amount of the grant by the value of a share of common stock on the date the grant is made.

The shares of restricted stock are subject to forfeiture provisions, which generally lapse on the first anniversary of the date of the grant.
Shares held by a non-employee director that have not yet vested will become fully vested upon the occurrence of the director’s death. Nonemployee directors are required to retain all stock received as compensation while they are serving as members of the Board, except they may
sell shares to cover tax liability associated with the vesting of restricted stock and, upon written request, transfer shares to a spouse to be held in
common ownership with the director and to certain trusts for the sole benefit of a director and, provided the director serves as trustee, for the
benefit of the director’s spouse or minor children.
The non-employee directors can elect to defer all or a portion of their annual cash retainer in five percent (5%) increments. Any deferred
compensation amounts are maintained in a deferred money account, which does not bear interest. Deferred compensation amounts are credited
as a dollar amount to the director’s deferred money account on the date such cash compensation otherwise would be payable in cash to the
director. The director at all times is 100% vested in his or her deferred money account.
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Director Compensation Table for 2011
The following table sets forth a summary of the compensation earned, paid or awarded to our non-employee directors for the year ended
December 31, 2011.

Non-Equity
Incentive Plan
Fees Earned or
Paid in Cash
($)(2)

Name(1)

John F. Chlebowski
Ronald A. Ballschmiede
Sarah M. Barpoulis
Stanley C. Horton(4)
Karl F. Kurz
James H. Lytal(5)
Thomas R. McDaniel
(1)
(2)
(3)

124,500
116,500
111,000
4,000
112,500
56,750
112,500

Stock Awards

Option Awards

Compensation

($)(3)

($)

($)

112,500
92,500
75,000
0
82,500
43,750
82,500

—
—
—
—
—
—
—

Change
in Pension
Value and
Nonqualified
Deferred
Compensation
Earnings
($)

—
—
—
—
—
—
—

—
—
—
—
—
—
—

Total
($)

($)

—
—
—
—
—
—
—

237,000
209,000
186,000
4,000
195,000
100,500
195,000

Mr. Szydlowski is not included in this table as he was an officer and employee of the Company and thus received no compensation for
service as a director. The compensation received by Mr. Szydlowski for 2011 as an officer and employee is shown in the Summary
Compensation Table above.
The fees paid in cash include (a) the annual cash retainer for services for 2011 and (b) committee meeting fees.
These amounts represent the grant date fair value computed in accordance with the ASC Topic 718, “ Stock Compensation ,” which
excludes the effect of estimated forfeitures, of shares of restricted stock granted under our Equity Incentive Plan. The assumptions used to
value these stock awards are included in Note 21 to our consolidated financial statements contained in our Annual Report on Form 10-K
for the year ended December 31, 2011. The amounts shown do not represent amounts paid to the directors. The following table provides
information on the restricted stock awards in 2011 for the directors. These awards are for services from June 2011 through May 2012.
The fair value of the restricted stock awarded was based on the estimated value of our Class A Common Stock on the grant date.
Grant Date
Name

Award Date

Shares
Awarded

Fair Value
($/Share)

Grant Date
Fair Value of
Restricted
Stock Awards ($)

John F. Chlebowski
Ronald A. Ballschmiede
Sarah M. Barpoulis
Stanley C. Horton(a)
Karl F. Kurz
James H. Lytal(b)
Thomas R. McDaniel

6/1/2011
6/1/2011
6/1/2011
—
6/1/2011
11/4/2011
6/1/2011

4,434
3,646
2,956
—
3,252
1,543
3,252

25.37
25.37
25.37
—
25.37
28.36
25.37

112,500
92,500
75,000
—
82,500
43,750
82,500

(a)
(b)

(4)
(5)

All Other
Compensation

Mr. Horton resigned as a director effective May 2, 2011.
Mr. Lytal was appointed as a director effective November 4, 2011. The stock award received was prorated to reflect services to be
rendered from November 4, 2011 through May 31, 2012.

As of December 31, 2011, each director had an aggregate number of shares of restricted Class A Common Stock outstanding equal
to the number of shares awarded to such director set forth in the above table.
Mr. Horton resigned as a director effective May 2, 2011.
Mr. Lytal was appointed as a director effective November 4, 2011. The annual cash retainer and stock award received by Mr. Lytal were
prorated to reflect services to be rendered from November 4, 2011 through May 31, 2012.
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EQUITY COMPENSATION PLAN INFORMATION
The following table provides information as of December 31, 2011, concerning shares of our common stock authorized for issuance
under our existing equity compensation plans.
Number of securities
Number of
securities to be
issued upon
exercise of
outstanding
options, warrants
Plan Category

and rights
(a)

Equity compensation plans approved by security holders
Equity compensation plans not approved by security holders(1)
Total
(1)
(2)
(3)

—
101,842(2)
101,842

Weighted
average exercise
price of
outstanding
options,
warrants
and rights

—
—

remaining available
for future issuance
under equity
compensation plans
(excluding securities
reflected in column
(a))

—
1,949,156(3)
1,949,156

Our Equity Incentive Plan was approved by the requisite creditors as part of our plan of reorganization, which was confirmed by order of
the U.S. Bankruptcy Court on October 28, 2009. See the following summary under “Equity Incentive Plan” for a description of our
Equity Incentive Plan.
Represents shares issuable upon vesting of restricted stock units and performance share units, which units have no exercise price. This
amount assumes that target level performance is achieved under outstanding performance-based awards for which the performance has
not yet been determined.
Represents shares of our Class A Common Stock available for issuance under our Equity Incentive Plan. Shares of our Class A Common
Stock may be issued under our Equity Incentive Plan pursuant to the following types of awards: nonqualified stock options, incentive
stock options, stock appreciation rights, restricted stock, stock-based awards, including restricted stock units, and performance-based
compensation.

Equity Incentive Plan
Our Equity Incentive Plan was adopted in connection with our reorganization and became effective as of November 30, 2009. The
purpose of the Equity Incentive Plan is to attract, retain and motivate our officers, employees and non-employee directors providing services to
our Company, its subsidiaries and affiliates, and to promote our business by providing participants with appropriate incentives in our long-term
success.
A total of 2,781,635 shares of our Class A Common Stock are authorized for issuance pursuant to all awards granted under the Equity
Incentive Plan. The number of shares that may be issued under the Equity Incentive Plan or under outstanding awards are adjusted in the event
of certain corporate events or transactions as discussed below under “Adjustment of Awards.” Shares subject to awards that expire or are
forfeited, cancelled, terminated or settled in cash do not count as shares issued under the Equity Incentive Plan and are again available for
awards under the Equity Incentive Plan. The number of shares with respect to awards denominated in shares that may be granted to any
participant in any calendar year under the Equity Incentive Plan may not exceed 500,000 shares.
The Equity Incentive Plan authorizes the grant of the following types of awards: nonqualified stock options, incentive stock options, stock
appreciation rights, restricted stock, other stock-based awards, including restricted stock units and performance-based compensation. Awards
may be granted to non-employee directors, officers and employees of our Company and officers and employees of our subsidiaries and
affiliates. However, incentive stock options may be granted only to employees. To date, we have granted only restricted stock, restricted stock
unit and performance share unit awards under the Equity Incentive Plan.
Administration . The Equity Incentive Plan is administered by the Compensation Committee of our Board of Directors or any committee
subsequently designated by our Board of Directors to administer the Equity
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Incentive Plan. The Compensation Committee has the discretion to determine the individuals to whom awards may be granted under the Equity
Incentive Plan, the number of shares of our Class A Common Stock subject to each award, the type of award, the manner in which such awards
will vest and the other conditions applicable to awards. The Compensation Committee is empowered to clarify, construe or resolve any
ambiguity in any provision of the Equity Incentive Plan or any award agreement and adopt such rules, forms, instruments and guidelines for
administering the Equity Incentive Plan as it deems necessary or proper. All actions, interpretations and determinations by the Compensation
Committee or by our Board of Directors are final and binding.
Award Agreements . Awards granted under the Equity Incentive Plan will be evidenced by award agreements that provide additional
terms and conditions associated with such awards, as determined by the Compensation Committee in its discretion. In the event of any conflict
between the provisions of the Equity Incentive Plan and any such award agreement, the provisions of the Equity Incentive Plan will control.
Stock Options . The Compensation Committee will determine the exercise price and other terms for each stock option granted under the
Equity Incentive Plan and whether the options are nonqualified stock options or incentive stock options, but the exercise price of any option
will not be less than 100% of the fair market value of a share of our Class A Common Stock on the date of grant, as determined by the
Compensation Committee. Incentive stock options may be granted only to employees and are subject to certain other restrictions. A participant
may exercise an option by written notice and payment of the exercise price in cash, shares or a combination of cash and shares, as determined
by the Compensation Committee, or, if there is a public market for the shares, through the delivery of irrevocable instructions to a broker to sell
shares obtained upon the exercise of the option and promptly deliver payment to us out of the proceeds of the exercise price for the shares
purchased. The maximum term of any option granted under the Equity Incentive Plan is ten years from the date of grant.
Stock Appreciation Rights . The Compensation Committee may grant stock appreciation rights, or SARs, independent of, or in tandem
with, a stock option. The exercise price per share of a SAR will be determined by the Compensation Committee, but will not be less than 100%
of the fair market value of a share of our Class A Common Stock on the date of grant, as determined by the Compensation Committee. The
Compensation Committee will determine the other terms applicable to SARs. The maximum term of any SAR granted under the Equity
Incentive Plan is ten years from the date of grant. Generally, each SAR will entitle a participant, upon exercise, to receive an amount equal to:
•

the excess of the fair market value on the exercise date of one share of our Class A Common Stock over the exercise price,
multiplied by

•

the number of shares of Class A Common Stock covered by the SAR.

Payment may be made in shares of our Class A Common Stock, cash, other property or any combination thereof, all as determined by the
Compensation Committee.
Restricted Stock . The Compensation Committee may grant an award of restricted stock under the Equity Incentive Plan. Restricted
stock awards are a grant of a specified number of shares of our Class A Common Stock, which are subject to forfeiture upon the occurrence of
specified events. Each award agreement evidencing a restricted stock grant will specify the period(s) of restriction, the conditions under which
the restricted stock may be forfeited to us and such other provisions as the Compensation Committee may determine, subject to the terms of the
Equity Incentive Plan. The Compensation Committee will determine and set forth in the award agreement whether a recipient of restricted
stock shall have the right to exercise voting rights with respect to the restricted stock during the restricted period and/or have the right to
receive dividends on the restricted stock during the restricted period.
Stock-Based Awards; Restricted Stock Units . The Compensation Committee may award other types of stock-based awards under the
Equity Incentive Plan that are valued, in whole or in part, by reference to, or based
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on the fair market value of our Class A Common Stock, including restricted stock units. Restricted stock units may entitle the holder to receive
a specified number of shares of our Class A Common Stock, cash, or a combination of shares and cash, upon the completion of a specified
period of service, the occurrence of an event and/or the attainment of a specified performance objectives. Subject to the provisions of the
Equity Incentive Plan, the Compensation Committee will determine whether such other stock-based awards will be settled in cash, shares of
our Class A Common Stock or a combination of cash and such shares, and all other terms and conditions of such awards.
Performance-Based Compensation . To the extent permitted by Section 162(m) of the U.S. Internal Revenue Code of 1986, as amended
(the “Code”), the Compensation Committee may design any award so that the amounts or shares payable thereunder are treated as “qualified
performance-based compensation” within the meaning of Section 162(m) of the Code. The grant, vesting, crediting and/or payment of
performance-based compensation will be based on the achievement of objective performance goals established in writing by the Compensation
Committee. Performance goals may be based on one or more of the following measures: (i) consolidated earnings before or after taxes
(including earnings before interest, taxes, depreciation and amortization); (ii) net income; (iii) operating income; (iv) earnings per share;
(v) book value per share; (vi) return on stockholders’ equity; (vii) expense management; (viii) return on investment; (ix) improvements in
capital structure; (x) profitability of an identifiable business unit or product; (xi) maintenance or improvement of profit margins; (xii) stock
price; (xiii) market; (xiv) revenue or sales; (xv) costs; (xvi) cash flows; (xvii) working capital; (xviii) return on assets; (xix) store openings or
refurbishment plans; (xx) staff training; and (xxi) corporate social responsibility policy implementation.
Transferability of Awards; Conditions and Restrictions on Shares . Unless otherwise determined by the Compensation Committee,
awards granted under the Equity Incentive Plan are not transferable other than by will or the laws of descent and distribution. The
Compensation Committee may impose such transfer restrictions on any shares received in connection with an award as it may deem advisable
or desirable. These restrictions may include, but shall not be limited to, a requirement that the participant hold the shares received for a
specified period of time or a requirement that a participant represent and warrant in writing that the participant is acquiring the shares for
investment and without any present intention to sell or distribute such shares.
Stockholder Rights . Except as otherwise provided in the applicable award agreement, a participant has no rights as a stockholder with
respect to shares of our Class A Common Stock covered by any award until the participant becomes the record holder of such shares.
Adjustment of Awards . In the event of a corporate event or transaction such as a merger, consolidation, reorganization, recapitalization,
stock dividend, stock split, reverse stock split, spin-off of similar event or transaction, in order to prevent dilution or enlargement of
participants’ rights under the Equity Incentive Plan, the Compensation Committee will make certain adjustments to awards, including, in its
sole discretion, substitution or adjustment of the number and kind of shares that may be issued under the Equity Incentive Plan or under
particular awards, the grant price or purchase price applicable to outstanding awards, and other value determinations applicable to the Equity
Incentive Plan or outstanding awards.
In the event we experience a change in control (as defined in the Equity Incentive Plan), the Compensation Committee may, but is not
obligated to, make adjustments to the terms and conditions of outstanding awards, including, without limitation:
•

continuation or assumption of such awards by the surviving company or corporation;

•

substitution by the surviving company or corporation of awards with substantially similar awards;

•

acceleration of vesting and exercisability of awards;

•

upon written notice, provide that any outstanding awards must be exercised, to the extent exercisable, during a reasonable period of
time prior to the consummation of the event, and at the end of such period, such awards shall terminate to the extent not so
exercised in the relevant period; and
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•

cancellation of awards for fair value as determined by the Compensation Committee.

Amendment and Termination . The Compensation Committee may amend or terminate the Equity Incentive Plan or any award
agreement at any time; provided that stockholder approval will be needed for an amendment if:
•

such approval is necessary to comply with any applicable tax or regulatory requirement;

•

the amendment would increase the number of shares available for awards under the Equity Incentive Plan;

•

the amendment would result in a material increase in benefits under the Equity Incentive Plan or a change in eligibility
requirements; or

•

the amendment would reduce the exercise price of any outstanding stock options or grant prices of any outstanding SARs or the
cancellation of any outstanding stock options or SARs for cash or other awards, such as other options or SARs having an exercise
price or grant price per share, as applicable, that is less than such price of the original options or SARs.

No amendment or termination is permitted without the consent of the participants, if such amendment or termination would materially
diminish the participants’ rights under the Equity Incentive Plan or any award.
No awards will be granted after November 30, 2019.
Compliance with Code Section 409A . To the extent that the Equity Incentive Plan or awards are subject to Section 409A of the Code,
the Compensation Committee may, in its sole discretion and without a participant’s prior consent, amend the Equity Incentive Plan or awards,
adopt policies and procedures, or take any other actions as are necessary or appropriate to either exempt the Equity Incentive Plan or any award
from the application of Section 409A of the Code, preserve the intended tax treatment of any such award or comply with the requirements of
Section 409A of the Code.
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REPORT OF THE AUDIT COMMITTEE
The Audit Committee assists the Board of Directors in its responsibilities for the general oversight of the integrity of our financial
statements and our financial reporting process, including our system of internal control over financial reporting. Management has the primary
responsibility for the financial statements and the financial reporting process, including our system of internal controls. Our independent
registered public accounting firm, BDO USA, LLP (“BDO USA”), is responsible for performing an independent audit of our financial
statements in accordance with the Public Company Accounting Oversight Board standards and to issue a report thereon. BDO USA also reports
on its assessment of internal control over financial reporting based on criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission. The Audit Committee monitors these processes.
In the performance of its oversight function, the Audit Committee has reviewed and discussed our audited consolidated financial
statements as of and for the fiscal year ended December 31, 2011 with management and with BDO USA. The Audit Committee has also
reviewed and discussed BDO USA’s report on its assessment of internal accounting control over financial reporting. In this context, the Audit
Committee has discussed with BDO USA the matters required to be discussed by the Statement on Auditing Standards No. 61 (Communication
with Audit Committees), as amended (AICPA, Professional Standards, Vol. 1. AU Section 380), as adopted by the Public Company
Accounting Oversight Board in Rule 3200T.
The Audit Committee has received from BDO USA the written disclosures and the letter required by the applicable requirements of the
Public Company Accounting Oversight Board regarding the independent registered public accounting firm’s communications with the Audit
Committee concerning independence and has discussed with BDO USA its independence.
Based on its review of the audited consolidated financial statements and the various discussions noted above, the Audit Committee
recommended to the Board of Directors that the audited consolidated financial statements as of and for the fiscal year ended December 31,
2011 be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2011, for filing with the Securities and Exchange
Commission.
THE AUDIT COMMITTEE
Ronald A. Ballschmiede (Chairman)
Sarah M. Barpoulis
Thomas R. McDaniel
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Review, Approval or Ratification of Transactions with Related Persons
Our Board of Directors has adopted a written policy and procedures for the identification, review and approval of related person
transactions which is set forth in our Related Person Transaction Policy. Pursuant to the policy, our General Counsel is charged with primary
responsibility for determining whether, based on the facts and circumstances, a proposed transaction is a related person transaction. For the
purposes of the policy, a “related person transaction” is any transaction, arrangement or relationship (or any series of similar transactions,
arrangements or relationships) (i) in which we or any of our affiliates participate or will participate, (ii) the amount involved exceeds $120,000,
and (iii) in which in any executive officer, director or director nominee of ours, any person who is the beneficial owner of more than 5% of any
class of our voting securities, or any immediate family member of any of the foregoing individuals (a “related person”) has or will have a direct
or indirect material interest.
To assist our General Counsel in making this determination, the policy sets forth certain categories of transactions that are deemed not to
involve a direct or indirect material interest on behalf of the related person. If, after applying these categorical standards and weighing all of the
facts and circumstances, our General Counsel determines that a proposed transaction is a related person transaction, our General Counsel must
present the proposed transaction to the Audit Committee for review or, if impracticable under the circumstances, to the Chairman of the Audit
Committee. The Audit Committee must then either approve or reject the transaction in accordance with the terms of the policy. In the course of
making this determination, the Audit Committee will consider all relevant information available to it and, as appropriate, take into
consideration the following:
•

whether the transaction was undertaken in our ordinary course of business;

•

whether the transaction was initiated by us or the related person;

•

whether the transaction with the related person is proposed to be entered into on terms no less favorable to us than terms that could
have been reached with an unrelated third party;

•

the purpose, and the potential benefits to us, of the transaction;

•

the approximate dollar value of the amount involved in the transaction and whether such amount is material to us;

•

the related person’s interest in the transaction (including the approximate dollar value of the amount of the such related person’s
interest in the transaction); and

•

any other information regarding the transaction or related person that would be material to investors in light of the circumstances of
the particular transaction.

The Audit Committee may approve or ratify a related person transaction only if it determines that the transaction is consistent with our
best interests as a whole. Further, in approving any such transaction, the Audit Committee has the authority to impose any terms or conditions
it deems appropriate on us or the related person. Absent this approval, no such related person transaction may be entered into by us.
Transactions with Related Persons
The law firm of Conner & Winters, LLP, of which Mark D. Berman is a partner, performs legal services for us. Mr. Berman is the spouse
of Candice L. Cheeseman, our General Counsel. The engagement of Conner & Winters, LLP was approved by our Audit Committee in
compliance with the procedures set forth for the approval of related person transactions in our Related Person Transaction Policy in connection
with our hiring of Ms. Cheeseman in February 2010. Conner & Winters, LLP had been providing legal services to us prior to our hiring of
Ms. Cheeseman. Mr. Berman does not perform any legal services for us. We paid $1,597,625 in legal fees and related expenses to this law firm
for services rendered during 2011.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors and executive officers, and persons who own
more than 10 percent of our Class A Common Stock, to report their initial ownership of the common stock and any subsequent changes in that
ownership to the Securities and Exchange Commission and the New York Stock Exchange, and to furnish us with a copy of each such report.
The Securities and Exchange Commission regulations impose specific due dates for such reports, and we are required to disclose in this proxy
statement any failure to file by these dates during and with respect to fiscal 2011.
To our knowledge, based solely on review of the copies of such reports furnished to us and written representations that no other reports
were required, during and with respect to fiscal 2011, all Section 16(a) filing requirements applicable to our officers, directors and more than
10 percent stockholders were complied with.
OTHER MATTERS
Matters Which May Come Before the Annual Meeting
The Board of Directors knows of no matters other than those described in this proxy statement which will be brought before the Annual
Meeting for a vote of the stockholders. If any other matters properly come before the Annual Meeting for a stockholder vote, the persons
named in the accompanying proxy will vote thereon in accordance with their best judgment.
Annual Report on Form 10-K
A copy of our Annual Report on Form 10-K (excluding exhibits), for the year ended December 31, 2011, which is required to be filed
with the Securities and Exchange Commission, will be made available to stockholders to whom this proxy statement is mailed, without charge,
upon written or oral request to Investor Relations, SemGroup Corporation, Two Warren Place, 6120 S. Yale Avenue, Suite 700, Tulsa,
Oklahoma 74136, telephone number: (918) 524-8081. Our Annual Report on Form 10-K also may be accessed through our website at
http://www.semgroupcorp.com .
Important Notice Regarding the Availability of Proxy Materials for the Stockholders Meeting to be held on May 23, 2012:
Stockholders may view this proxy statement, our form of proxy and our 2011 Annual Report to Stockholders over the Internet by
accessing our website at http://www.semgroupcorp.com . Information on our website does not constitute a part of this proxy statement.
By Order of the Board of Directors,
Candice L. Cheeseman
General Counsel and Secretary
April 19, 2012
Tulsa, Oklahoma
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YOUR VOTE IS IMPORTANT. PLEASE VOTE TODAY.
We encourage you to take advantage of Internet or telephone voting.
Both are available 24 hours a day, 7 days a week.
Internet and telephone voting is available through 11:59 PM Eastern Time the day prior to the shareholder meeting date.
INTERNET
http://www.proxyvoting.com/semg
Use the Internet to vote your proxy. Have
your proxy card in hand when you access
the web site.
OR
TELEPHONE
1-866-540-5760
Use any touch-tone telephone to vote your
proxy. Have your proxy card in hand when
you call.
If you vote your proxy by Internet or by telephone, you do
NOT need to mail back your proxy card.
To vote by mail, mark, sign and date your proxy card and
return it in the enclosed postage-paid envelope.
Your Internet or telephone vote authorizes the named
proxies to vote your shares in the same manner as if
you marked, signed and returned your proxy card.

20143

q FOLD AND DETACH HERE q
THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE STOCKHOLDER.
IF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED “FOR” PROPOSALS 1, 2 AND 3.

Please mark your votes as



indicated in this example

The Board of Directors recommends a vote FOR Proposals 1, 2 and 3.
1. ELECTION OF DIRECTORS
Nominees:
01
02
03
04
05
06
07

FOR WITHHOLD FOR ALL
ALL FOR ALL EXCEPT







Ronald A. Ballschmiede
Sarah M. Barpoulis
John F. Chlebowski
Karl F. Kurz
James H. Lytal
Thomas R. McDaniel
Norman J. Szydlowski

FOR AGAINST ABSTAIN
2.

To approve, on a non-binding advisory
basis, the compensation of the company’s
named executive officers.

3.

Ratification of BDO USA, LLP as
independent registered public accounting
firm for 2012.

4.

In their discretion, the proxies are authorized to vote upon such other
business as may properly come before the meeting and at any and all
adjournments thereof.













(INSTRUCTIONS: To withhold authority to vote for any individual nominee (s), mark
the “For All Except” box above and write the name(s) of the nominee(s) in the space
provided below.)
*Exceptions

Mark Here for Address
Change or Comments
SEE REVERSE
Please sign exactly as name appears herein, date and return promptly. When shares are held by joint tenants, both must sign. When signing
as attorney, executor, administrator, trustee or guardian, please give full title as such. If a corporation, please sign in full corporate name by
duly authorized officer and give title of officer. If a partnership, please sign in partnership name by authorized person and give title or
capacity of person signing.
Signature

Signature

Date
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Choose MLink SM for fast, easy and secure 24/7 online access to your future proxy
materials, investment plan statements, tax documents and more. Simply log on to Investor
ServiceDirect ® at www.bnymellon.com/shareowner/equityaccess where step-by-step
instructions will prompt you through enrollment.

Important Notice Regarding the Availability of Proxy Materials for the 2012 Annual Meeting of
Stockholders to be Held on May 23, 2012:
Stockholders may view the proxy statement, this form of proxy and our 2011 Annual Report to
Stockholders over the Internet by accessing our website at http://www.semgroupcorp.com.

q FOLD AND DETACH HERE q

PROXY
SEMGROUP CORPORATION
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
FOR THE ANNUAL MEETING OF STOCKHOLDERS TO BE HELD MAY 23, 2012
The undersigned hereby appoints John F. Chlebowski, Thomas R. McDaniel and Norman J. Szydlowski, and each of them,
with full power of substitution, as proxies to represent and vote all of the shares of Class A Common Stock and/or Class B
Common Stock the undersigned is entitled to vote at the Annual Meeting of Stockholders of SemGroup Corporation to be held on
the 23rd day of May, 2012, at 9:00 a.m., local time, at the Doubletree Hotel Tulsa at Warren Place, 6110 South Yale, Tulsa,
Oklahoma, and at any and all adjournments thereof, on all matters coming before said meeting.
PLEASE MARK, SIGN AND DATE THE PROXY ON THE REVERSE SIDE AND RETURN THE PROXY CARD PROMPTLY
USING THE ENCLOSED ENVELOPE.
Address Change/Comments
(Mark the corresponding box on the reverse side)

SHAREOWNER SERVICES
P.O. BOX 3550
SOUTH HACKENSACK, NJ 07606-9250

(continued and to be signed on reverse side)

20143

