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MERGER PROPOSED YOUR VOTE IS VERY IMPORTANT

Penn Virginia Resource Partners, L.P. (the Partnership ), Penn Virginia Resource GP, LLC, the general partner of the Partnership (the

Partnership GP ), PVR Radnor, LLC, a wholly owned subsidiary of the Partnership ( MergerCo ), Penn Virginia GP Holdings, L.P. ( Holdings ) and
PVG GP, LLC, Holdings general partner ( Holdings GP ), have entered into an Agreement and Plan of Merger dated as of September 21, 2010
(the merger agreement ). Under the merger agreement, (i) the Partnership will acquire Holdings and Holdings GP through a merger of Holdings
and Holdings GP with and into MergerCo, with MergerCo surviving (the merger ) and (ii) all common units of Holdings ( Holdings Common
Units ) will be converted into the right to receive common units of the Partnership ( Partnership Common Units ). As a result of the merger,
MergerCo will be the sole economic member of the Partnership GP. In connection with the merger, the approximately 19.6 million Partnership
Common Units held by Holdings and the incentive distribution rights in the Partnership held by the Partnership GP will be cancelled and the
2.0% general partner interest in the Partnership held by the Partnership GP will be converted to a non-economic management interest in the
Partnership pursuant to the Partnership s fourth amended and restated agreement of limited partnership (the amended and restated partnership
agreement ). The merger agreement is attached as Annex A to this joint proxy statement/prospectus and is incorporated into this joint proxy
statement/prospectus by reference. The form of the Partnership s amended and restated partnership agreement is attached as Annex B to this joint
proxy statement/prospectus and is incorporated into this joint proxy statement/prospectus by reference.

Pursuant to the merger agreement, the Partnership will issue to the holders of Holdings Common Units (the Holdings unitholders ) approximately
38.3 million Partnership Common Units. Each Holdings unitholder will receive 0.98 Partnership Common Units per Holdings Common Unit

and each Holdings unitholder who would otherwise be entitled to receive fractional Partnership Common Units pursuant to the merger will be
entitled to receive a cash payment in lieu of such fractional Partnership Common Units in an amount equal to the product of (a) the closing sale
price of the Partnership Common Units on the New York Stock Exchange as reported by The Wall Street Journal on the trading day immediately
preceding the date on which the effective time of the merger occurs and (b) the fraction of a Partnership Common Unit which such holder would
otherwise be entitled to receive (the stated consideration ).

The holders of Partnership Common Units (the Partnership unitholders ) will continue to own their existing Partnership Common Units.
Following the merger, the Partnership will be owned approximately 46% by current Partnership unitholders and approximately 54% by former
Holdings unitholders. The Partnership Common Units will continue to be traded on the New York Stock Exchange under the symbol PVR
following the merger.

YOUR VOTE IS VERY IMPORTANT. We cannot complete the merger unless, among other things, (a) the holders of a majority of the
Partnership Common Units outstanding and entitled to vote, approve and adopt the merger, the merger agreement and the transactions
contemplated thereby and (b) the holders of a majority of the Holdings Common Units outstanding and entitled to vote, approve and adopt the
merger, the merger agreement and the transactions contemplated thereby at the special meetings of the Partnership unitholders and Holdings
unitholders, respectively.

The Partnership will hold a special meeting on February 16, 2011 at 10:00 a.m., local time, at The Villanova University Conference Center, 601
County Line Road, Radnor, Pennsylvania 19087. Holdings will hold a special meeting on February 16, 2011, at 11:00 a.m., local time, at The
Villanova University Conference Center, 601 County Line Road, Radnor, Pennsylvania 19087. Whether or not you plan to attend your meeting,
to ensure your units are represented at the meeting, please complete and submit the enclosed proxy card as soon as possible or transmit your
voting instructions by using the telephone or internet as described on your proxy card.

The Conflicts Committee (the Partnership Conflicts Committee ) of the board of directors of the Partnership GP (the Partnership Board ), which is
comprised of independent directors and was delegated authority by the Partnership Board to negotiate the terms and conditions of the merger

and any definitive documentation related to the merger and the transactions contemplated thereby, subject to final approval by the Partnership

Board, has unanimously (i) approved and declared the advisability of the merger agreement and the amended and restated partnership agreement

and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger

agreement, and (ii) determined that the merger agreement and the amended and restated partnership agreement and the transactions

contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement, are fair and

reasonable to, and in the best interests of, the
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NOTICE OF SPECIAL MEETING OF
PENN VIRGINIA RESOURCE PARTNERS, L.P. UNITHOLDERS
TO BE HELD ON FEBRUARY 16, 2011
To the unitholders of Penn Virginia Resource Partners, L.P.:

This is a notice that a special meeting of the unitholders of Penn Virginia Resource Partners, L.P. (the Partnership ) will be held on February 16,
2011 at 10:00 a.m., local time, at The Villanova University Conference Center, 601 County Line Road, Radnor, Pennsylvania 19087. The
purpose of the special meeting is:

1. To consider and vote upon the approval and adoption of (a) the Agreement and Plan of Merger (the merger agreement ) by and among the
Partnership, Penn Virginia Resource GP, LLC, the general partner of the Partnership (the Partnership GP ), PVR Radnor, LLC ( MergerCo ), Penn
Virginia GP Holdings, L.P. ( Holdings ) and PVG GP, LLC, the general partner of Holdings ( Holdings GP ), dated as of September 21, 2010, as
such agreement may be amended from time to time, pursuant to which (i) Holdings and Holdings GP will merge with and into MergerCo and
MergerCo will survive as a subsidiary of the Partnership (the merger ) with the Partnership as MergerCo s sole member and MergerCo as the sole
economic member of the Partnership GP and (ii) all common units of Holdings will be converted into the right to receive common units of the
Partnership ( Partnership Common Units ) (a copy of the merger agreement is attached as Annex A to this joint proxy statement/prospectus),

(b) the merger and (c) the transactions contemplated thereby;

2. To consider and vote upon the approval and adoption of the Fourth Amended and Restated Agreement of Limited Partnership of the
Partnership (the amended and restated partnership agreement, a copy of which is attached as Annex B to this joint proxy statement/prospectus);

3. To consider and vote upon any proposal that may be presented to adjourn the Partnership special meeting to a later date, if necessary, to solicit
addition proxies in the event that there are insufficient votes in favor of any of the foregoing proposals; and

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

Under the amended and restated partnership agreement, which will become effective concurrently with the effective time of the merger, (i) the
incentive distribution rights in the Partnership held by the Partnership GP will be cancelled and the 2.0% general partner interest in the
Partnership will be converted to a non-economic management interest in the Partnership; (ii) the Partnership Board will be increased to nine
members, all of whom will be elected by the Partnership s limited partners; and (iii) references to the Partnership s previously outstanding
subordinated units, and certain other legacy provisions which are no longer applicable to the Partnership, will be eliminated.

The Conflicts Committee (the Partnership Conflicts Committee ) of the board of directors of the Partnership GP (the Partnership Board ), which is
comprised of independent directors and was delegated authority by the Partnership Board to negotiate the terms and conditions of the merger
and any definitive documentation related to the merger and the transactions contemplated thereby, subject to final approval by the Partnership
Board, has unanimously (i) approved and declared the advisability of the merger agreement and the amended and restated partnership agreement
and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger
agreement, and (ii) determined that the merger agreement and the amended and restated partnership agreement and the transactions
contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement, are fair and
reasonable to and in the best interests of, the Partnership and the Partnership unitholders that are not affiliated with Holdings or its affiliates.
Accordingly, the Partnership Conflicts Committee recommended that the Partnership Board approve the merger agreement and the amended and
restated partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units
pursuant to the merger agreement. The Partnership Board, having considered the recommendation of the Partnership Conflicts Committee and
having reviewed and evaluated the merits of the merger, unanimously (with the director who is also the chief executive officer of the Partnership
GP and Holdings GP recusing himself) (i) has approved and declared the advisability of the merger agreement and the amended and restated
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partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant
to the merger agreement and (ii) has determined that the merger agreement and the amended and restated partnership agreement and the
transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement, are
fair and reasonable to, and in the best interests of, the Partnership and the Partnership unitholders. Accordingly, the Partnership Board
recommends that the Partnership unitholders vote to approve and adopt the merger, the merger agreement and the transactions contemplated
thereby and the amended and restated partnership agreement. Further, the Partnership Board recommends that the Partnership unitholders vote
for any proposal to adjourn the Partnership special meeting to a later date, if necessary, to solicit additional proxies in the event that there are
insufficient votes in favor of either of the foregoing proposals.

The proposals described in paragraphs 1 and 2 above require the affirmative vote of the holders of a majority of outstanding Partnership
Common Units entitled to vote at the meeting as of the record date. The affirmative vote of the holders of a majority of the Partnership Common
Units outstanding and entitled to vote at the meeting as of the record date is required to approve any proposal to adjourn the Partnership special
meeting, if necessary, to solicit additional proxies for any of the foregoing proposals, unless a quorum is not present, in which case the
affirmative vote of at least a majority of outstanding Partnership Common Units entitled to vote as of the record date present in person or
represented by proxy at the Partnership special meeting would be required to adjourn the Partnership special meeting. The approval and adoption
of the proposal described in paragraph 1 above is a condition to consummation of the merger. Only Partnership unitholders of record at the close
of business on December 20, 2010, the record date, are entitled to receive this notice and to vote at the Partnership special meeting or any
adjournment or postponement of that meeting.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the Partnership special meeting, please submit your proxy with
voting instructions as soon as possible. If you hold Partnership Common Units in your name as a unitholder of record, please complete, sign,
date and return the accompanying proxy card in the enclosed self-addressed stamped envelope, use the toll-free telephone number shown on the
proxy card or use the internet website shown on the proxy card. If you hold your Partnership Common Units through a broker or other nominee,
please use the voting instructions you have received from the holder of record. Submitting your proxy will not prevent you from attending the
Partnership special meeting and voting in person. Please note, however, that if you hold your Partnership Common Units through a broker or
other nominee, and you wish to vote in person at the Partnership special meeting, you must obtain from the holder of record a proxy issued in
your name. You may revoke your proxy by attending the Partnership special meeting and voting your Partnership Common Units in person at
the special meeting. You may also revoke your proxy at any time before it is voted by giving written notice of revocation to American Stock
Transfer & Trust Company at the address provided with the proxy card at or before the Partnership special meeting or by submitting a proxy
with a later date.

The accompanying document describes the proposed merger in more detail. We urge you to read carefully the entire document before voting
your Partnership Common Units at the Partnership special meeting or submitting your voting instructions by proxy.

By Order of the Board of Directors of Penn Virginia Resource GP, LLC, the general partner of Penn Virginia Resource Partners, L.P.

Bruce D. Davis, Jr.

Executive Vice President,
General Counsel and Secretary
Radnor, Pennsylvania

December 23, 2010
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NOTICE OF SPECIAL MEETING OF
PENN VIRGINIA GP HOLDINGS, L.P. UNITHOLDERS
TO BE HELD ON FEBRUARY 16, 2011
To the unitholders of Penn Virginia GP Holdings, L.P.:

This is a notice that a special meeting of the unitholders of Penn Virginia GP Holdings, L.P. ( Holdings ) will be held on February 16, 2011 at
11:00 a.m., local time, at The Villanova University Conference Center, 601 County Line Road, Radnor, Pennsylvania 19087. The purpose of the
special meeting is:

1. To consider and vote upon the approval and adoption of (a) the Agreement and Plan of Merger (the merger agreement ) by and among
Holdings, Penn Virginia Resource Partners, L.P. (the Partnership ), Penn Virginia Resource GP, LLC, the general partner of the Partnership (the
Partnership GP ), PVR Radnor, LLC, a wholly owned subsidiary of the Partnership ( MergerCo ), and PVG GP, LLC, the general partner of
Holdings ( Holdings GP ), dated as of September 21, 2010, as such agreement may be amended from time to time, pursuant to which (i) Holdings
and Holdings GP will merge with and into MergerCo and MergerCo will survive as a subsidiary of the Partnership (the merger ) with the
Partnership as MergerCo s sole member and MergerCo as the sole economic member of the Partnership GP and (ii) all common units of
Holdings ( Holdings Common Units ) will be converted into the right to receive common units of the Partnership (a copy of the merger agreement
is attached as Annex A to this joint proxy statement/prospectus), (b) the merger and (c) the transactions contemplated thereby;

2. To consider and vote upon any proposal that may be presented to adjourn the Holdings special meeting to a later date, if necessary, to solicit
additional proxies in the event that there are insufficient votes in favor of the foregoing proposal; and

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

The Conflicts Committee (the Holdings Conflicts Committee ) of the board of directors of Holdings GP (the Holdings Board ), comprised of
independent directors, to which the Holdings Board delegated authority to negotiate the terms and conditions of the merger, subject to final
approval by the Holdings Board, has unanimously (i) approved and declared the advisability of the merger and the merger agreement, (ii) found
and determined the merger, the merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best interests
of, Holdings and the unaffiliated Holdings unitholders (defined as all Holdings unitholders other than the officers and directors of Holdings GP
that are also officers and directors of the Partnership GP or affiliates of such officers and directors), (iii) recommended that the Holdings Board
approve and declare the advisability of the merger and the merger agreement, and (iv) recommended that the Holdings Board submit the merger,
the merger agreement and the transactions contemplated thereby to the Holdings unitholders for their approval and adoption. The Holdings
Board, having considered the recommendation of the Holdings Conflicts Committee and having reviewed and evaluated the merits of the
merger, unanimously (with the director who is also the chief executive officer of the Partnership GP and Holdings GP recusing himself) has
found and determined the merger, the merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best
interests of, Holdings and the unaffiliated Holdings unitholders, and has approved and declared the advisability of the merger and the merger
agreement. Accordingly, the Holdings Board recommends that the Holdings unitholders vote to approve and adopt the merger, the merger
agreement and the transactions contemplated thereby. In addition, the Holdings Board recommends that Holdings unitholders vote for any
proposal to adjourn the Holdings special meeting to a later date, if necessary, to solicit additional proxies in the event that there are insufficient
votes in favor of the foregoing proposal.

The proposal described in paragraph 1 above requires the affirmative vote of the holders of a majority of Holdings Common Units outstanding
and entitled to vote at the meeting as of the record date. The affirmative vote of the holders of a majority of the Holdings Common Units
outstanding and entitled to vote at the meeting
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as of the record date is required to approve any proposal to adjourn the Holdings special meeting, if necessary, to solicit additional proxies for
any of the foregoing proposals, unless a quorum is not present, in which case the affirmative vote of at least a majority of outstanding Holdings
Common Units entitled to vote as of the record date present in person or represented by proxy at the Holdings special meeting would be required
to adjourn the Holdings special meeting. The approval and adoption of the proposal described in paragraph 1 above is a condition to
consummation of the merger. Only Holdings unitholders of record at the close of business on December 20, 2010, the record date, are entitled to
receive this notice and to vote at the Holdings special meeting or any adjournment or postponement of that meeting.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the Holdings special meeting, please submit your proxy with
voting instructions as soon as possible. If you hold units in your name as a unitholder of record, please complete, sign, date and return the
accompanying proxy card in the enclosed self-addressed stamped envelope, use the toll-free telephone number shown on the proxy card or use
the internet website shown on the proxy card. If you hold your units through a broker or other nominee, please use the voting instructions you
have received from the holder of record. Submitting your proxy will not prevent you from attending the Holdings special meeting and voting in
person. Please note, however, that if you hold your units through a broker or other nominee, and you wish to vote in person at the Holdings
special meeting, you must obtain from the holder of record a proxy issued in your name. You may revoke your proxy by attending the Holdings
special meeting and voting your Holdings Common Units in person at the Holdings special meeting. You may also revoke your proxy at any
time before it is voted by giving written notice of revocation to American Stock Transfer & Trust Company at the address provided with the
proxy card at or before the Holdings special meeting or by submitting a proxy with a later date.

The accompanying document describes the proposed merger in more detail. We urge you to read carefully the entire document before voting
your Holdings Common Units at the Holdings special meeting or submitting your voting instructions by proxy.

By Order of the Board of Directors of PVG GP, LLC, the general partner of Penn Virginia GP Holdings, L.P.

Bruce D. Davis, Jr.

Executive Vice President,
General Counsel and Secretary
Radnor, Pennsylvania

December 23, 2010
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IMPORTANT NOTE ABOUT THIS JOINT PROXY STATEMENT/PROSPECTUS

This joint proxy statement/prospectus, which forms part of a registration statement on Form S-4 filed with the Securities and Exchange
Commission (the SEC ), constitutes a proxy statement under Section 14(a) of the Securities Exchange Act of 1934, as amended (the Exchange
Act ), of (a) the Partnership with respect to the solicitation of proxies for the Partnership special meeting to, among other things, approve and
adopt the merger, the merger agreement and the transactions contemplated thereby, and to approve and adopt the Partnership s amended and
restated partnership agreement; and (b) Holdings with respect to the solicitation of proxies for the Holdings special meeting to, among other
things, approve and adopt the merger, the merger agreement and the transactions contemplated thereby. This joint proxy statement/prospectus is
also a prospectus of the Partnership under Section 5 of the Securities Act of 1933, as amended (the Securities Act ), for the Partnership Common
Units that Holdings unitholders will receive in the merger.

As permitted under the rules of the SEC, this joint proxy statement/prospectus incorporates by reference important business and financial
information about the Partnership and Holdings from other documents filed with the SEC that are not included in or delivered with this joint
proxy statement/prospectus. Please read Where You Can Find More Information beginning on page 168. This information is available to you
without charge upon your request. You can obtain documents incorporated by reference in this joint proxy statement/prospectus by requesting
them in writing or by telephone from the Partnership or Holdings at the following addresses and telephone numbers:

Penn Virginia Resource Partners, L.P. Penn Virginia GP Holdings, L.P.
Five Radnor Corporate Center Five Radnor Corporate Center
Suite 500 Suite 500
100 Matsonford Road 100 Matsonford Road
Radnor, Pennsylvania 19087 Radnor, Pennsylvania 19087
(610) 975-8200 (610) 975-8200
Attention: Investor Relations Attention: Investor Relations

Please note that copies of the documents provided to you will not include exhibits.

You may obtain certain of these documents at the Partnership s website, www.pvresource.com by selecting For Investors and then selecting SEC
Filings, and at Holdings website. www.pvgholdings.com, by selecting For Investors and then selecting SEC Filings. Information contained on
the Partnership s and Holdings websites is expressly not incorporated by reference into this joint proxy statement/prospectus.

In order to receive timely delivery of the documents in advance of the Partnership special meeting or Holdings special meeting, as applicable,
your request should be received no later than February 7, 2011.

The Partnership and Holdings have not authorized anyone to give any information or make any representation about the merger and related
matters or about the Partnership or Holdings that is different from, or in addition to, that contained in this joint proxy statement/prospectus or in
any of the materials that have been incorporated into this joint proxy statement/prospectus. Therefore, if anyone distributes this type of
information, you should not rely on it. If you are in a jurisdiction where offers to exchange or sell, or solicitations of offers to exchange or
purchase, the securities offered by this joint proxy statement/prospectus or the solicitation of proxies is unlawful, or you are a person to whom it
is unlawful to direct these types of activities, then the offer presented in this joint proxy statement/prospectus does not extend to you. The
information contained in this joint proxy statement/prospectus speaks only as of the date of this joint proxy statement/prospectus unless the
information specifically indicates that another date applies.
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QUESTIONS AND ANSWERS ABOUT THE MERGER

In the following questions and answers, selected information from this joint proxy statement/prospectus has been highlighted but all of the
information that may be important to Partnership unitholders and Holdings unitholders regarding the merger and the other transactions
contemplated by the merger agreement has not been included. To better understand the merger and the other transactions contemplated by the
merger agreement, and for a complete description of their legal terms, please read carefully this joint proxy statement/prospectus in its entirety,
including all of its annexes, as well as the documents incorporated by reference in this joint proxy statement/prospectus. Please read Important
Note About this Joint Proxy Statement/Prospectus on page v and Where You Can Find More Information beginning on page 168.

Q: What are the proposed transactions?

A: The Partnership and Holdings have agreed to combine by merging Holdings and Holdings GP with and into MergerCo, with MergerCo
surviving, under the terms of a merger agreement that is described in this joint proxy statement/prospectus and attached as Annex A to this joint
proxy statement/prospectus. Holdings is currently the sole economic member and sole Class B member of the Partnership GP (with the
Partnership as the sole non-economic Class A member). As a result of the merger and the other transactions contemplated by the merger
agreement, MergerCo will become the sole economic member of the Partnership GP, and MergerCo will be subsequently merged into the
Partnership GP, with the Partnership GP being the surviving entity. In addition, the approximately 19.6 million Partnership Common Units held
by Holdings and the incentive distribution rights in the Partnership held by the Partnership GP will be cancelled and the 2.0% general partner
interest in the Partnership held by the Partnership GP will be converted to a non-economic management interest in the Partnership. The merger
agreement provides that all outstanding Holdings Common Units at the effective time of the merger (other than Holdings Common Units held by
the Partnership or its subsidiaries, if any) will be converted into the right to receive Partnership Common Units. The merger will become
effective on such date and at such time that the certificate of merger is filed with the Secretary of State of the State of Delaware, or such later
date and time as may be set forth in the certificate of merger. Throughout this joint proxy statement/prospectus, this is referred to as the effective
time of the merger.

Q: Why am I receiving these materials?

A: The merger cannot be completed without obtaining the appropriate approvals of the Partnership unitholders and the Holdings unitholders.
The Partnership and Holdings will hold separate special meetings of their respective unitholders to obtain these approvals.

Q: Why are the Partnership and Holdings proposing the merger?

A: The Partnership and Holdings both believe that the merger will provide substantial benefits to the Partnership unitholders and the Holdings
unitholders by combining into a single partnership that is better positioned to compete in the marketplace. The Partnership Board and the board
of directors of Holdings GP (the Holdings Board ; with respect to the merger agreement, the Holdings Board includes the Holdings Conflicts
Committee) both believe that the combination of the Partnership and Holdings offers the following advantages following the merger:

decreases the Partnership s cost of capital, which would improve its competitive position when pursuing growth opportunities and its
ability to accelerate growth in distributable cash flow;

increases the public float and trading liquidity of the market for the Partnership s Common Units;

provides the Partnership with a capital structure and governance structure more easily understood by the investing public;

provides unitholders the right to elect all of the directors of the Partnership Board; and

provides certain cost savings and operating synergies to the Partnership and Holdings.
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Q: What will Holdings unitholders receive in connection with the merger?

A: If the merger is completed, Holdings unitholders will receive 0.98 Partnership Common Units per Holdings Common Unit, subject to receipt
of cash in lieu of any fractional Partnership Common Units. Based on the number of outstanding Holdings Common Units, the total number of
Partnership Common Units to be received by Holdings unitholders is approximately 38.3 million. No Holdings unitholder will receive a
fractional Partnership Common Unit; instead, any Holdings unitholder who would otherwise be entitled to receive a fractional Partnership
Common Unit will receive cash in lieu thereof.

Q: How do I exchange my Holdings Common Units for Partnership Common Units?

A: Each holder of record of Holdings Common Units at the close of business on the effective date of the merger will receive a letter of
transmittal and other appropriate and customary transmittal materials that will contain instructions for the surrender of Holdings Common Units
in exchange for Partnership Common Units.

Q: Do I have appraisal rights?

A: No. Neither Holdings unitholders nor Partnership unitholders have or are entitled to exercise appraisal rights in connection with the merger
under Delaware law and the Partnership s or Holdings partnership agreement.

Q: Will Holdings unitholders be able to trade Partnership Common Units that they receive pursuant to the merger?

A: Yes. Partnership Common Units received pursuant to the merger will be registered under the Securities Act and will be listed on the New

York Stock Exchange under the symbol PVR. All Partnership Common Units that each Holdings unitholder receives in the merger will be freely
transferable upon compliance with the procedures set forth in the Partnership s amended and restated partnership agreement unless such Holdings
unitholder is deemed to be an affiliate of the Partnership following the merger for purposes of U.S. federal securities laws.

Q: What will Partnership unitholders receive in connection with the merger?

A: Partnership unitholders will not receive any consideration in the merger. Partnership unitholders will continue to own their existing
Partnership Common Units.

Q: What happens to distributions by the Partnership?

A: Once the merger is completed and Holdings unitholders receive their Partnership Common Units, when distributions are approved and
declared by the Partnership GP and paid by the Partnership, the former Holdings unitholders and the current Partnership unitholders will receive
distributions on their Partnership Common Units.

Q: As a Holdings unitholder, what happens to the payment of distributions for the quarter in which the merger is effective?

A: If the merger is completed before the record date for a quarterly distribution, Holdings unitholders will receive no quarterly distribution from
Holdings; instead, a Holdings unitholder will receive Partnership distributions on all Partnership Common Units such unitholder received in the
merger. If the merger closes after the record date, Holdings unitholders will receive distributions on Holdings Common Units held as of the
record date. However, Holdings unitholders will not receive distributions from both Holdings and the Partnership for the same quarter.

vii
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Q: What will happen to Holdings and Holdings GP after the merger?

A: As aresult of the merger, Holdings and Holdings GP will be merged with and into MergerCo, and MergerCo will become the sole economic
member of the Partnership GP. Following the merger, MergerCo will be merged into the Partnership GP, with the Partnership GP being the
surviving entity. Holdings and Holdings GP will cease to exist and Holdings Common Units will cease to exist.

Q: What Holdings unitholder and Partnership unitholder approvals are required?

A: The approval and adoption of the merger, the merger agreement and the transactions contemplated thereby require the affirmative vote of the
holders of a majority of the outstanding Holdings Common Units entitled to vote as of the record date. Accordingly, if a Holdings unitholder
fails to vote, or if a Holdings unitholder abstains from voting, that will have the same effect as a vote against the approval and adoption of the
merger, the merger agreement and the transactions contemplated thereby.

It is a condition to closing under the merger agreement that the approval and adoption of the merger, the merger agreement and the transactions
contemplated thereby (other than the approval and adoption of the amended and restated partnership agreement), receive the affirmative vote of
the holders of at least a majority of the outstanding Partnership Common Units entitled to vote as of the record date. Accordingly, if a
Partnership unitholder fails to vote, or if a Partnership unitholder abstains from voting, that will have the same effect as a vote against the above.

Pursuant to the merger agreement, Holdings, as the holder of approximately 36.7% of the outstanding Partnership Common Units, has agreed to
vote all of its Partnership Common Units in favor of the merger, the merger agreement and the transactions contemplated thereby. Please read
The Proposed Merger Transactions Related to the Merger beginning on page 89.

Q: When do you expect the merger to be completed?

A: A number of conditions must be satisfied before the Partnership and Holdings can complete the merger, including the approvals by the
Partnership unitholders and Holdings unitholders and the effectiveness of the registration statement on Form S-4, of which this joint proxy
statement/prospectus is a part, relating to the Partnership Common Units to be received by Holdings unitholders. We expect to complete the
merger promptly following the Partnership special meeting and the Holdings special meeting, which we currently anticipate will occur in the
first quarter of 2011.

Q: After the consummation of the merger, will I be able to vote to elect directors to the Partnership Board?

A: Pursuant to the merger agreement, subject to receipt of the requisite approval of the Partnership Common Units for the merger, the merger
agreement and the transactions contemplated thereby, the Partnership GP agreed to amend and restate the Partnership s existing partnership
agreement. Under the amended and restated partnership agreement, Partnership unitholders will have the right to elect all nine members of the
Partnership Board by a plurality of votes cast at a meeting of the Partnership unitholders. The directors elected at the Partnership s meeting of
Partnership unitholders will hold office until the next meeting of Partnership unitholders at which the limited partners will vote on the election of
such directors or until the directors successors are duly elected and qualified, or until the directors earlier death, resignation or removal.

Q: After the merger, who will direct the activities of the Partnership?

A: Pursuant to the amended and restated partnership agreement of the Partnership and the sixth amended and restated limited liability company
agreement of the Partnership GP, each of which will be in effect after the merger, the Partnership Board will direct the activities of the
Partnership.

viii
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Q: What are the expected tax consequences to a Partnership unitholder as a result of the merger?

A: It is anticipated that a Partnership unitholder will recognize no income or loss for U.S. federal income tax purposes from the transactions
contemplated by the merger agreement. Due to the restructuring of the Partnership s outstanding securities, and the issuance of additional
Partnership units to the Holdings unitholders, however, it is anticipated that the amount of income or loss allocated to Partnership unitholders
will change as a result of the completion of the merger. Nonetheless, the Partnership presently anticipates that Partnership unitholders will not be
allocated more than an insignificant amount of additional net income (or less net loss) for a projection period that includes the year of the merger
and the two following years.

For a discussion of the tax risks related to the merger and the anticipated tax consequences thereof, please read Risk Factors Tax Risks Related to
the Merger beginning on page 30 and Risk Factors Tax Risks to Existing Partnership Unitholders beginning on page 31. For a more detailed
summary of the anticipated tax consequences of the merger and the tax opinions, and limitations thereof, that the Partnership expects to receive,
please Material U.S. Federal Income Tax Consequences of the Merger Tax Consequences of the Merger to Existing Partnership Unitholders
beginning on page 125. For a discussion of the Partnership s projections, and assumptions thereof, with respect to future net income allocations to
Partnership unitholders, please read Material U.S. Federal Income Tax Consequences of the Merger Effect of the Merger on the Ratio of Taxable
Income to Distributions for Partnership Unitholders and Holdings Unitholders beginning on page 128.

Q: What are the expected tax consequences to a Holdings unitholder as a result of the merger?

A: It is anticipated that a Holdings unitholder will recognize no income or loss for U.S. federal income tax purposes from the transactions
contemplated by the merger agreement. However, Holdings estimates that the closing of the merger will result in an increase, which may be
material, in the amount of net income allocable to all of the Holdings unitholders that receive Partnership Common Units in the merger. The
amount and effect of such increase in net income for any Holdings unitholder will depend upon the Holdings unitholder s particular situation,
including when, and at what prices, the Holdings unitholder purchased its Holdings Common Units. Generally, the less a Holdings unitholder
paid for its Holdings Common Units, the more additional net income will be allocable to such unitholder. For example, for those Holdings
unitholders who paid less than $12.00 per unit for their Holdings Common Units between October 2008 and July 2009, it is possible that such
Holdings unitholders may have an incremental tax increase as a result of the merger that may exceed their incremental cash distributions as a
result of the merger.

For a discussion of the tax risks related to the merger and the anticipated tax consequences thereof, please read Risk Factors Tax Risks Related to
the Merger beginning on page 30 and Risk Factors Tax Risks to Holdings Unitholders beginning on page 31. For a more detailed summary of the
anticipated tax consequences of the merger and the tax opinions, and limitations thereof, that Holdings expects to receive, please Material U.S.
Federal Income Tax Consequences of the Merger Tax Consequences of the Merger to Holdings Unitholders beginning on page 126. For a
discussion of Holdings projections, and assumptions thereof, with respect to future net income allocations to Holdings unitholders, please read

Material U.S. Federal Income Tax Consequences of the Merger Effect of the Merger on the Ratio of Taxable Income to Distributions for
Partnership Unitholders and Holdings Unitholders beginning on page 128.

Q: What are the expected tax consequences after the merger is completed for Holdings unitholders who receive Partnership Common
Units in the merger?

A: Each Holdings unitholder who becomes a Partnership unitholder as a result of the merger will, as is the case for existing Partnership
unitholders, be required to report on its federal income tax return such unitholder s distributive share of the Partnership s income, gains, losses,
deductions and credits. In addition to federal income taxes, such a holder will be subject to other taxes, including state and local income taxes,
unincorporated business taxes, and estate, inheritance or intangibles taxes that may be imposed by the various jurisdictions in which the
Partnership conducts business or owns property or in which the unitholder is resident.

ix
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Holdings estimates that the closing of the merger will result in an increase, which may be material, in the amount of net income allocable to all
of the Holdings unitholders that receive Partnership Common Units in the merger. The amount and effect of such increase in net income for any
Holdings unitholder will depend upon the Holdings unitholder s particular situation, including when, and at what prices, the Holdings unitholder
purchased its Holdings Common Units. Generally, the less a Holdings unitholder paid for its Holdings Common Units, the more additional net
income will be allocable to such Holdings unitholder. For example, for those Holdings unitholders who paid less than $12.00 per unit for their
Holdings Common Units between October 2008 and July 2009, it is possible that such Holdings unitholders may have an incremental tax
increase as a result of the merger that may exceed their incremental cash distributions as a result of the merger.

Please read U.S. Federal Income Taxation of Ownership of Partnership Common Units beginning on page 131 and Material U.S. Federal Income
Tax Consequences of the Merger Effect of the Merger on the Ratio of Taxable Income to Distributions for Partnership Unitholders and Holdings
Unitholders beginning on page 128.

Q: Who is entitled to vote at the special meetings?

A: Partnership special meeting: All of the Partnership s unitholders of record at the close of business on December 20, 2010, the record date for
the Partnership s special meeting, are entitled to receive notice of and to vote at the Partnership s special meeting.

Holdings special meeting: All of Holdings unitholders of record at the close of business on December 20, 2010, the record date for Holdings
special meeting, are entitled to receive notice of and to vote at the Holdings special meeting.

Q: What do I need to do now?

A: After you have carefully read this joint proxy statement/prospectus, please respond by completing, signing and dating your proxy card and
returning it in the enclosed postage-paid envelope or by submitting your proxy or voting instruction by telephone or through the internet as soon
as possible so that your Partnership Common Units or Holdings Common Units will be represented and voted at your special meeting.

If your Partnership Common Units or Holdings Common Units are held in street name or nominee name, please refer to your proxy card or the
information forwarded by your broker or other nominee to see which options are available to you. The internet and telephone proxy submission
procedures are designed to authenticate Partnership unitholders or Holdings unitholders and to allow you to confirm that your instructions have

been properly recorded.

The method you use to submit a proxy will not limit your right to vote in person at the Partnership special meeting or Holdings special meeting
if you later decide to attend your special meeting. If your Partnership Common Units or Holdings Common Units are held in the name of a
broker or other nominee, you must obtain a proxy, executed in your favor from the holder of record, to be able to vote in person at the
Partnership special meeting or Holdings special meeting.

Q: If my Partnership Common Units or Holdings Common Units are held in street name or nominee name by my broker or other
nominee, will my broker or other nominee vote my units for me?

A: No. Your broker or other nominee will not be able to vote your Partnership Common Units or Holdings Common Units without instructions
from you. Please follow the procedure your broker or other nominee provides to vote your units.

In connection with either special meeting, abstentions and broker non-votes will be considered in determining the presence of a quorum. An
abstention will be the equivalent of a NO vote with respect to all of the matters to be voted upon. A broker non-vote will have the effect of a vote
against all of the matters to be voted upon at the special meetings.
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An abstention occurs when a Partnership unitholder or Holdings unitholder abstains from voting (either in person or by proxy) on one or more of
the proposals. Broker non-votes may occur when a person holding units through a broker or other nominee does not provide instructions as to
how the units should be voted, and the broker or other nominee lacks discretionary authority to vote on a particular proposal.

Q: If I am a Holdings unitholder with certificated units, should I send in my unit certificates with my proxy card?

A: No. Please DO NOT send your Holdings unit certificates with your proxy card. A letter of transmittal for your Holdings Common Units and
instructions will be delivered to you in a separate mailing. If your Holdings Common Units are held in street name or nominee name by your
broker or other nominee, you should follow their instructions.

Q: If I am a Partnership unitholder with certificated units, should I send in my unit certificates with my proxy card?

A: No. Please DO NOT send your Partnership unit certificates with your proxy card. Since the Partnership Common Units are not being
exchanged, you should keep your Partnership unit certificates.

Q: If I am planning on attending a special meeting in person, should I still submit a proxy?

A: Yes. Whether or not you plan to attend your special meeting, you should submit a proxy. Generally, Partnership Common Units or Holdings
Common Units will not be voted if the holder of such Partnership Common Units or Holdings Common Units does not submit a proxy and if
such holder does not vote in person at such holder s special meeting. Failure to submit a proxy would have the same effect as a vote against all
the proposals at the Partnership special meeting and will have the same effect as a vote against all the proposals at the Holdings special meeting.

Q: What do I do if I want to change my vote after I have delivered my proxy card?

A: You may change your vote at any time before Partnership Common Units or Holdings Common Units are voted at your special meeting. You
can do this in any of the three following ways:

by sending a written notice to American Stock Transfer & Trust Company in time to be received before your special meeting stating
that you revoke your proxy;

by completing, signing and dating another proxy card and returning it by mail in time to be received before your special meeting or
by submitting a later-dated proxy by telephone or the internet, in which case your later-submitted proxy will be recorded and your
earlier proxy revoked; or

if you are a holder of record, or if you hold a proxy in your favor executed by a holder of record, by attending your special meeting
and voting in person.
If your Partnership Common Units or Holdings Common Units are held in an account at a broker or other nominee, you should contact your
broker or other nominee to change your vote.

Q: What should I do if I receive more than one set of voting materials for the Partnership special meeting or the Holdings special
meeting?

A: You may receive more than one set of voting materials for the Partnership special meeting or the Holdings special meeting and the materials
may include multiple proxy cards or voting instruction cards. For example, you will receive a separate voting instruction card for each brokerage
account in which you hold units. If you are a holder of record registered in more than one name, you will receive more than one proxy card.
Please complete, sign, date and return each proxy card and voting instruction card that you receive according to the instructions on it.

xi
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Q: Can I submit my proxy by telephone or the internet?

A: Yes. In addition to mailing your proxy, you may submit it telephonically or on the internet. Voting instructions for using the telephone or
internet are described on your proxy card.

Q: Who can I contact with questions about the special meetings or the merger and related matters?

A: If you have any questions about the merger and the other transactions contemplated by this joint proxy statement/prospectus or how to submit
your proxy or voting instruction card, or if you need additional copies of this joint proxy statement/prospectus or the enclosed proxy card or
voting instruction card, you should contact:

Morrow & Co., LLC
470 West Avenue 3rd Floor
Stamford, CT 06902
Banks and brokers call: (203) 658-9400
Unitholders call toll-free: (800) 573-4370

Email: pennvirginia.info@morrowco.com

xii
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SUMMARY

This brief summary highlights selected information from this joint proxy statement/prospectus. It does not contain all of the information that may
be important to you. To understand the merger fully and for a complete description of the terms of the merger and related matters, you should
read carefully this joint proxy statement/prospectus, the documents incorporated by reference and the full text of the annexes to this joint proxy
statement/prospectus. Please read Where You Can Find More Information beginning on page 168.

The Proposed Merger (page 88)

The Partnership, the Partnership GP, MergerCo, Holdings and Holdings GP have entered into the merger agreement. Under the merger
agreement, the Partnership will acquire Holdings and Holdings GP through a merger of Holdings and Holdings GP with and into MergerCo, and
all Holdings Common Units outstanding at the effective time of the merger (other than Holdings Common Units held by the Partnership or its
subsidiaries, if any) will be converted into the right to receive Partnership Common Units. As a result of the merger, MergerCo will be the sole
economic member of the Partnership GP. In connection with the merger, the approximately 19.6 million Partnership Common Units held by
Holdings and the incentive distribution rights in the Partnership held by the Partnership GP will be cancelled and the 2.0% general partner
interest in the Partnership held by the Partnership GP will be converted to a non-economic management interest in the Partnership.

The merger agreement is attached as Annex A to this joint proxy statement/prospectus and is incorporated into this joint proxy
statement/prospectus by reference.

Please read the merger agreement carefully and fully as it is the legal document that governs the merger. For a summary of the merger
agreement, please read The Merger Agreement beginning on page 92.

Merger Consideration (page 93)

Pursuant to the merger agreement, the Partnership will issue to the Holdings unitholders approximately 38.3 million Partnership Common Units.

Each Holdings unitholder will receive 0.98 Partnership Common Units per Holdings Common Unit, subject to receipt of cash in lieu of any

fractional Partnership Common Units. Partnership unitholders will continue to own their existing Partnership Common Units. Upon the

consummation of the merger, the Partnership will be owned approximately 46% by current Partnership unitholders, and approximately 54% by

former Holdings unitholders. The Partnership Common Units will continue to be traded on the New York Stock Exchange under the symbol
PVR following the merger.

Transactions Related to the Merger (page 89)
Amended and Restated Partnership Agreement

Concurrently with the effective time of the merger, the Partnership s existing partnership agreement will be amended and restated. Under the
amended and restated partnership agreement, (i) the incentive distribution rights in the Partnership held by the Partnership GP will be cancelled
and the 2.0% general partner interest in the Partnership held by the Partnership GP will be converted into a non-economic management interest

in the Partnership; (ii) the Partnership Board will be increased to nine members, all of whom will be elected by the Partnership s limited partners;
and (iii) references to the Partnership s previously outstanding subordinated units and certain other legacy provisions that are no longer
applicable to the Partnership will be eliminated.

For a summary of the amended and restated partnership agreement, please read The Amended and Restated Partnership Agreement of the
Partnership beginning on page 109.
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The foregoing description of the amended and restated partnership agreement is qualified in its entirety by reference to the full text of the form
of amended and restated partnership agreement, which is attached as Annex B to this joint proxy statement/prospectus and is incorporated by
reference into this joint proxy statement/prospectus.

Support Covenant

As of September 20, 2010, the last trading day before the public announcement of the proposed merger, Holdings beneficially owned
approximately 19.6 million Partnership Common Units. These units represent approximately 36.7% of all outstanding Partnership Common
Units. Pursuant to the merger agreement, Holdings agreed, at any meeting of Partnership unitholders, in respect of its Partnership Common Units
to (a) appear at each Partnership unitholder meeting held to consider and vote upon the approval and adoption of the merger, the merger
agreement, the transactions contemplated thereby and any other matters required to be approved for the consummation of the merger or
otherwise cause its Partnership Common Units to be counted as present for quorum purposes, (b) vote (or cause to be voted) in favor of the
approval and adoption of the merger, the merger agreement and the transactions contemplated thereby, (c) vote (or cause to be voted) in favor of
the approval and adoption of the Partnership s amended and restated partnership agreement, and (d) vote (or cause to be voted) against any other
action, agreement or transaction, as to which a vote in favor would constitute a breach or violation of its obligations to not knowingly take any
action that is intended or is reasonably likely to result in certain adverse results as outlined in the merger agreement. Holdings support covenant
will terminate in the event of, among other things, the termination of the merger agreement or a change in recommendation by the Holdings
Board or the Partnership Board or Partnership Conflicts Committee.

Directors and Executive Officers of the Partnership GP Following the Merger (page 155)

The Partnership GP will continue to manage the Partnership after the merger. The Partnership GP s management team will continue in their
current roles and will manage the Partnership GP following the merger. Following the effective time of the merger, the Partnership Board will
consist of nine members. The six current members of the Partnership Board will continue as directors of the Partnership Board. In addition, the
three members of the Holdings Conflicts Committee shall be nominated and elected by the Partnership Board and shall serve as directors of the
Partnership Board following the effective time of the merger.

Recommendations of the Partnership Conflicts Committee and the Partnership Board (page 44)

The Partnership Conflicts Committee, which is comprised of independent directors and was delegated authority by the Partnership Board to
negotiate the terms and conditions of the merger and any definitive documentation related to the merger and the transactions contemplated
thereby, subject to final approval by the Partnership Board, unanimously (i) approved and declared the advisability of the merger agreement and
the amended and restated partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership
Common Units pursuant to the merger agreement, and (ii) determined that the merger agreement and the amended and restated partnership
agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the
merger agreement, are fair and reasonable to, and in the best interests of, the Partnership and the Partnership unitholders that are not affiliated
with Holdings or its affiliates. Accordingly, the Partnership Conflicts Committee has unanimously recommended that the Partnership Board vote
to approve the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the
merger and the issuance of Partnership Common Units pursuant to the merger agreement. The Partnership Board, having considered the
recommendation of the Partnership Conflicts Committee and having reviewed and evaluated the merits of the merger, unanimously (with the
director who is also the chief executive officer of the Partnership GP and Holdings GP recusing himself) (i) has approved and declared the
advisability of the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including
the merger and the issuance of Partnership Common Units pursuant to the merger agreement, and (ii) has determined that the
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merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the merger and the
issuance of Partnership Common Units pursuant to the merger agreement, are fair and reasonable to, and in the best interests of, the Partnership
and the Partnership unitholders. Accordingly, the Partnership Board recommends that the Partnership unitholders vote FOR the approval and
adoption of the merger, the merger agreement, the transactions contemplated thereby and the amended and restated partnership agreement.

Further, the Partnership Board recommends that Partnership unitholders vote FOR any proposal to adjourn the Partnership special meeting to a
later date, if necessary, to solicit additional proxies in the event that there are insufficient votes in favor of any of the foregoing proposals.

The Partnership Conflicts Committee engaged independent legal counsel and a financial advisor to assist the Partnership Conflicts Committee in

its negotiations with the Holdings Conflicts Committee. To review the background of and the Partnership Conflicts Committee s reasons for the

merger in greater detail, please read Special Factors Background of the Merger beginning on page 33 and Special Factors Recommendations of

the Partnership Conflicts Committee and the Partnership Board beginning on page 44. To review certain risks related to the merger, please read
Risk Factors beginning on page 26.

Recommendations of the Holdings Conflicts Committee and the Holdings Board (page 48)

The Holdings Board delegated authority to the Holdings Conflicts Committee to negotiate the terms and conditions of the merger subject to final
approval by the Holdings Board. The Holdings Conflicts Committee unanimously (i) found and determined the merger, the merger agreement
and the transactions contemplated thereby to be fair and reasonable to, and in the best interests of, Holdings and the unaffiliated Holdings
unitholders, (ii) approved and declared the advisability of the merger and the merger agreement, (iii) recommended the Holdings Board approve
and declare the advisability of the merger and the merger agreement, and (iv) recommended the Holdings Board submit the merger, the merger
agreement and the transactions contemplated thereby to the Holdings unitholders for their approval and adoption. The Holdings Board, having
considered the recommendation of the Holdings Conflicts Committee and having reviewed and evaluated the merits of the merger unanimously
(with the director who is also the chief executive officer of the Partnership GP and Holdings GP recusing himself), has found and determined the
merger, the merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best interests of, Holdings and
the unaffiliated Holdings unitholders, and has approved and declared the advisability of the merger and the merger agreement. Accordingly, the
Holdings Board recommends that the Holdings unitholders vote FOR the approval and adoption of the merger, the merger agreement and the
transactions contemplated thereby.

Further, the Holdings Board recommends that Holdings unitholders vote  FOR any proposal to adjourn the Holdings special meeting to a later
date, if necessary, to solicit additional proxies in the event that there are insufficient votes in favor of any of the foregoing proposals.

The Holdings Conflicts Committee engaged independent legal counsel and a financial advisor to assist the Holdings Conflicts Committee in its
negotiations with the Partnership Conflicts Committee. To review the background of and the Holdings Conflicts Committee s reasons for the

merger in greater detail, please read Special Factors Background of the Merger beginning on page 33 and Special Factors Recommendations of
the Holdings Conflicts Committee and the Holdings Board beginning on page 48. To review certain risks related to the merger, please read Risk
Factors beginning on page 26.

Conditions to the Consummation of the Merger (page 103)

Before the Partnership and Holdings can complete the merger, a number of conditions must be satisfied. For the complete list of conditions to
the consummation of the merger, please see The Merger Agreement Conditions to the Consummation of the Merger beginning on page 103.
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The Parties to the Merger Agreement (page 78)
Penn Virginia Resource Partners, L.P.

The Partnership is a publicly traded Delaware limited partnership formed in 2001 that is principally engaged in the management of coal and
natural resource properties and the gathering and processing of natural gas in the United States. The Partnership currently conducts operations in
two business segments: (i) coal and natural resource management and (ii) natural gas midstream. In the year ended December 31, 2009, the
Partnership s coal and natural resource management segment contributed 81% to operating income and its natural gas midstream segment
contributed 19% to operating income.

The Partnership s coal and natural resource management segment primarily involves the management and leasing of coal properties and the
subsequent collection of royalties. The Partnership does not operate any mines, and therefore, does not have direct exposure to mine operating
costs or risks or mine reclamation costs. Coal royalties accounted for 83% of the Partnership s coal and natural resource management segment
revenues in the year ended December 31, 2009. The Partnership also earns revenues from other land management activities, such as selling
standing timber, leasing fee-based coal-related infrastructure facilities to certain lessees and end-user industrial plants, collecting oil and gas
royalties and from coal transportation, or wheelage fees, which accounted for 17% of its coal and natural resource management segment
revenues for the year ended December 31, 2009. As of December 31, 2009, the Partnership owned or controlled approximately 829 million tons
of proven and probable coal reserves in Central and Northern Appalachia.

The Partnership s natural gas midstream segment is engaged in providing natural gas processing, gathering and other related services. As of
December 31, 2009, the Partnership owned and operated natural gas midstream assets located in Oklahoma and Texas, including six natural gas
processing facilities having 400 MMcfd of total capacity and approximately 4,118 miles of natural gas gathering pipelines. The Partnership s
natural gas midstream operations currently include four natural gas gathering and processing systems and two stand-alone natural gas gathering
systems, including: (i) the Panhandle gathering and processing facilities in the Texas/Oklahoma panhandle area; (ii) the Crossroads gathering
and processing facilities in East Texas; (iii) the Crescent gathering and processing facilities in Central Oklahoma; (iv) the Arkoma gathering
system in Eastern Oklahoma; (v) the North Texas gathering and pipeline facilities in the Fort Worth Basin; and (vi) the Hamlin gathering and
processing facilities in West-Central Texas. In addition, the Partnership owns a 25% member interest in Thunder Creek Gas Services, LLC, or
Thunder Creek, a joint venture that gathers and transports coalbed methane in Wyoming s Powder River Basin, and a 50% member interest in
Crosspoint Pipeline LLC, a joint venture that gathers and transports natural gas from the Partnership s Crossroads gas processing plant to an
interstate pipeline.

The executive offices of the Partnership are located at Five Radnor Corporate Center, Suite 500, 100 Matsonford Road, Radnor, Pennsylvania
19087. The telephone number is (610) 975-8200.

Penn Virginia GP Holdings, L.P.

Holdings is a publicly traded Delaware limited partnership formed in 2006 that owns the Class B interest and economic interest in the
Partnership GP. Holdings only cash-generating assets are its direct and indirect ownership interests in the Partnership, which are comprised of
the following:

a 2.0% general partner interest in the Partnership, which Holdings holds through its Class B interest and economic interest in the
Partnership GP;

all of the incentive distribution rights in the Partnership, which Holdings holds through its Class B interest and economic interest in
the Partnership GP; and

approximately 19.6 million Partnership Common Units representing an approximate 36.7% limited partner interest in the
Partnership.
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The incentive distribution rights noted above entitle Holdings (through its ownership of the economic interest in the Partnership GP) to receive
increasing percentages, up to a maximum of 48%, of any incremental cash distributed by the Partnership per Partnership Common Unit as
certain target distribution levels are reached in excess of $0.275 per unit per quarter.

The executive offices of Holdings are located at Five Radnor Corporate Center, Suite 500, 100 Matsonford Road, Radnor, Pennsylvania 19087.
The telephone number is (610) 975-8200.

Relationship of the Parties (page 79)

Holdings and the Partnership are closely related. Holdings currently owns all of the Class B and economic interests in the Partnership GP and
approximately 19.6 million Partnership Common Units. The Partnership GP currently directly owns a 2.0% general partner interest in the
Partnership and all of the Partnership s incentive distribution rights.

Since Holdings initial public offering in December 2006, distributions by the Partnership have increased from $0.40 per Partnership Common
Unit for the quarter ended March 31, 2007 to $0.47 per Partnership Common Unit for the quarter ended September 30, 2010, and distributions
from the Partnership to Holdings (through the Partnership GP) have also increased.

The following table summarizes the cash Holdings received for the nine months ended September 30, 2010 and the years ended December 31,
2009, 2008 and 2007 as a result of its direct and indirect ownership of partnership interests in the Partnership (dollars in thousands):

Year Ended December 31, Nine Months

Ended
September 30,

2007 2008 2009 2010

Limited partner units $32,515 $ 35,648 $ 36,824 $ 27,642
General partner interest (2.0%) 1,562 1,820 1,988 1,496
Incentive distribution rights 11,551 20,049 24,140 18,174
$45,628 $57,517 $ 62,952 $ 47,312

Moreover, all executive officers of Holdings GP are executive officers of the Partnership GP and one director of Holdings GP is also a director
of the Partnership GP. Mr. William H. Shea, Jr., serves as a member of both the Holdings Board and the Partnership Board.

Information About the Special Meetings and Voting (page 80)
The Partnership Special Meeting

Where and when: The Partnership special meeting will take place at The Villanova University Conference Center, 601 County Line Road,
Radnor, PA 19087, on February 16, 2011 at 10:00 a.m., local time.

What the Partnership unitholders are being asked to vote on: At the Partnership special meeting and any adjournment or postponement thereof,
the Partnership unitholders will be asked to consider and vote on the following matters:

a proposal to approve and adopt the merger, the merger agreement and the transactions contemplated thereby;

a proposal to approve and adopt the Partnership s amended and restated partnership agreement;
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any proposal that may be presented to adjourn the Partnership special meeting to a later date, if necessary, to solicit additional
proxies in the event that there are insufficient votes in favor of any of the foregoing proposals; and

any proposal to transact such other business as may properly come before the Partnership special meeting and any adjournment or
postponement thereof.
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Who may vote: You may vote at the Partnership special meeting if you owned Partnership Common Units at the close of business on the record
date, December 20, 2010. You may cast one vote for each Partnership Common Unit that you owned on the record date.

How to vote: Please complete and submit the enclosed proxy card as soon as possible or transmit your voting instructions by using the telephone
or internet procedures described on your proxy card.

What vote is needed: The affirmative vote of the holders of at least a majority of the Partnership Common Units outstanding and entitled to vote
at the meeting as of the record date is required to: (1) approve and adopt the merger, the merger agreement and the transactions contemplated
thereby; (2) approve and adopt the Partnership s amended and restated partnership agreement; and (3) approve any proposal to adjourn the
Partnership special meeting, if necessary, to solicit additional proxies for any of the foregoing proposals, unless a quorum is not present, in
which case the affirmative vote of the holders of at least a majority of the Partnership Common Units entitled to vote as of the record date
present in person or represented by proxy at the Partnership special meeting would be required to adjourn the Partnership special meeting.

Recommendations of the Partnership Board: The Partnership Board recommends that you vote FOR the proposal to approve and adopt the
merger, the merger agreement and the transactions contemplated thereby. In addition, the Partnership Board recommends that you vote FOR the
proposal to approve and adopt the Partnership s amended and restated partnership agreement. Further, the Partnership Board recommends that the
Partnership unitholders vote for any proposal to adjourn the Partnership special meeting to a later date, if necessary, to solicit additional proxies

in the event that there are insufficient votes in favor of either of the foregoing proposals.

The approval and adoption of the merger, the merger agreement and the transactions contemplated thereby (other than the approval and adoption
of the Partnership s amended and restated partnership agreement) by the Partnership s unitholders is a condition to the consummation of the
merger.

The Holdings Special Meeting

Where and when: The Holdings special meeting will take place at The Villanova University Conference Center, 601 County Line Road, Radnor,
PA 19087, on February 16, 2011 at 11:00 a.m., local time.

What Holdings unitholders are being asked to vote on: At the Holdings special meeting, Holdings unitholders will be asked to consider and vote
on the following matters:

a proposal to approve and adopt the merger, the merger agreement and the transactions contemplated thereby;

any proposal that may be presented to adjourn the Holdings special meeting to a later date, if necessary, to solicit additional proxies
in the event that there are insufficient votes in favor of any of the foregoing proposals; and

any proposal to transact such other business as may properly come before the Holdings special meeting and any adjournment or
postponement thereof.
Who may vote: You may vote at the Holdings special meeting if you owned Holdings Common Units at the close of business on the record date,
December 20, 2010. You may cast one vote for each Holdings unit that you owned on the record date.

How to vote: Please complete and submit the enclosed proxy card as soon as possible or transmit your voting instructions by using the telephone
or internet procedures described on your proxy card.

What vote is needed: The affirmative vote of the holders of a majority of the Holdings Common Units outstanding and entitled to vote at the
meeting as of the record date is required to (1) approve and adopt the
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merger, the merger agreement and the transactions contemplated thereby; and (2) approve any proposal to adjourn the Holdings special meeting,
if necessary, to solicit additional proxies for any of the foregoing proposals, unless a quorum is not present, in which case the affirmative vote of
at least a majority of Holdings Common Units entitled to vote as of the record date present in person or represented by proxy at the Holdings
special meeting would be required to adjourn the Holdings special meeting.

Recommendations of the Holdings Board: The Holdings Board recommends that you vote FOR the proposal to approve and adopt the merger,
the merger agreement and the transactions contemplated thereby. In addition, the Holdings Board recommends that Holdings unitholders vote
for any proposal to adjourn the Holdings special meeting to a later date, if necessary, to solicit additional proxies in the event that there are
insufficient votes in favor of the foregoing proposal.

The approval and adoption of the merger, the merger agreement and the transactions contemplated thereby by the Holdings unitholders is a
condition to the consummation of the merger.

Risk Factors (page 26)

You should consider carefully all of the risk factors together with all of the other information included in this joint proxy statement/prospectus
before deciding how to vote. Certain risks related to the merger are described under the caption Risk Factors beginning on page 26 of this joint
proxy statement/prospectus. Some of these risks include, but are not limited to, those described below:

the directors and executive officers of the Partnership GP and of Holdings GP may have interests that differ from your interests;

at the effective time, the market value of the Partnership Common Units to be received in the merger could decrease and Holdings
unitholders cannot be sure of the market value of such Partnership Common Units;

no ruling has been obtained with respect to the tax consequences of the merger; and

the benefits of the merger may not be realized.
Appraisal Rights (page 89)

Neither Holdings unitholders nor Partnership unitholders have or are entitled to exercise appraisal rights in connection with the merger under
Delaware law or the Partnership s or Holdings existing partnership agreements.

No Solicitation of Other Offers by Holdings (page 102)

Pursuant to the merger agreement, Holdings agreed not to (a) knowingly initiate, solicit or encourage the submission of any acquisition proposal;
or (b) participate in any discussions or negotiations regarding, or furnish to any person any non-public information with respect to, any
acquisition proposal. Notwithstanding these restrictions, at any time prior to the approval and adoption of the merger agreement by Holdings
unitholders, Holdings is permitted to enter into or participate in any discussions or negotiations with any party that has made an unsolicited
written acquisition proposal if the Holdings Board determines, after consultation with its outside legal counsel and financial advisors, that such
acquisition proposal constitutes or is likely to result in a superior proposal and that failure to take such action would be inconsistent with its
fiduciary duties under the existing partnership agreement of Holdings or applicable law. See The Merger Agreement No Solicitation of Other
Offers by Holdings beginning on page 102.

In addition, Holdings may terminate the merger agreement and enter into a definitive agreement with respect to a superior proposal under certain
conditions. See The Merger Agreement No Solicitation of Other Offers by Holdings Change in Recommendation by the Holdings Board on page
102.
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Termination of Merger Agreement (page 105)

The merger agreement may be terminated at any time prior to the effective time in any of the following ways:

by mutual written consent of Holdings and the Partnership;

by either Holdings or the Partnership upon written notice to the other:

if the merger is not consummated on or before March 31, 2011, unless the failure of the closing to occur by this date is
primarily due to the failure of the party seeking to terminate the merger agreement to fulfill any material obligation under the
merger agreement or a material breach of the merger agreement by such party;

if any regulatory authority has issued a final and nonappealable statute, rule, order, decree or regulation or taken any other
action that permanently restrains, enjoins, makes illegal or prohibits the consummation of the merger or any of the merger
transactions; provided, that the terminating party is not in breach of its covenant to use commercially reasonable best efforts
to complete the merger promptly;

if Holdings fails to get the necessary unitholder approval at the Holdings special meeting, subject to certain limitations;

if there has been a material breach of any agreements or covenants, or there is any material inaccuracy in any of the
representations or warranties of any of the other parties set forth in the merger agreement under certain circumstances;

if the Partnership fails to get the necessary unitholder approval at the Partnership special meeting, subject to certain
limitations;

if, subject to certain restrictions or conditions, as a result of a change in U.S. tax law, the exchange of Holdings Common
Units for Partnership Common Units could materially increase the tax amount of U.S. federal income tax due from
Partnership unitholders or Holdings unitholders, respectively;

by the Partnership if (i) the Partnership Board or Partnership Conflicts Committee has changed its recommendation to the Partnership
unitholders, the Partnership has not knowingly or intentionally breached certain covenants and the Partnership has paid a termination
fee, in accordance with the merger agreement or (ii) the Holdings Board has changed its recommendation to the Holdings unitholders
in accordance with the merger agreement; or

by Holdings if (i) the Holdings Board has changed its recommendation to the Holdings unitholders, Holdings has not knowingly or
intentionally breached certain covenants and Holdings has paid a termination fee, in accordance with the merger agreement or (ii) the
Partnership Board or Partnership Conflicts Committee has changed its recommendation to the Partnership unitholders in accordance
with the merger agreement.

Termination Fees and Expenses (page 106)

Holdings or the Partnership will be obligated to pay termination fees upon the termination of the merger agreement in the following
circumstances:
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Holdings will be obligated to pay a fee to an escrow agent for the benefit of the Partnership equal to $18.0 million in cash, reduced
by certain amounts paid, if:

the merger agreement is terminated by the Partnership or Holdings because the Holdings Board has made a change in
recommendation regarding the merger;

after an acquisition proposal for 50% or more of the assets of, the equity interest in or businesses of Holdings has
been publicly made to the Holdings unitholders or an intention to make such an
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acquisition proposal has been made known, the merger agreement is terminated by either the Partnership or Holdings because
the merger was not consummated by March 31, 2011 or Holdings failed to obtain the requisite unitholder approvals or by the
Partnership because of a material breach of Holdings representations and warranties or agreements and covenants and, in
either case, within 12 months after the merger agreement is terminated, Holdings enters into a definitive agreement in respect
of any acquisition proposal and consummates the transaction contemplated by such definitive agreement (which need not be
the same acquisition proposal as the acquisition proposal first mentioned in this paragraph); or

the merger agreement is terminated by Holdings to enter into a superior proposal under certain circumstances.

The Partnership will be obligated to pay a fee to an escrow agent for the benefit of Holdings equal to $18.0 million in cash, if the

Partnership Board or the Partnership Conflicts Committee has made a change in recommendation regarding the merger and either the

Partnership or Holdings terminates the merger agreement because of such change in recommendation.
In the event that Holdings or the Partnership is obligated to pay the termination fee to the Partnership or Holdings, respectively, the escrow agent
will release to the Partnership or Holdings, as applicable, a portion of the termination fee equal to no greater than 70% of the maximum
remaining amount which, in the good faith view of the Partnership GP or Holdings GP, as applicable, may be taken in the gross income of the
Partnership or Holdings, as the case may be, without exceeding the permissible qualifying income limits for a publicly traded partnership based
on applicable provisions of the Internal Revenue Code. Following the year in which the initial release of the termination fee occurs, additional
amounts may be released or a portion of the fee may be required to be returned so that the amount released equals between 80% and 90% of the
maximum which the Partnership or Holdings, as applicable, could actually have taken in gross income. Any amount of the termination fee not
distributed to the party to which the fee is due will be refunded to the party that paid the fee. In addition, Holdings has waived for itself and its
affiliates, and will cause the Partnership GP to waive, any rights to any distribution by the Partnership of any termination fee paid to the
Partnership.

To the extent that Holdings has already paid the Partnership its expenses in connection with the termination of the merger agreement, and
subsequently Holdings is obligated to pay the termination fee to the escrow agent for the benefit of the Partnership due to consummating an
acquisition proposal within 12 months of the termination of the merger agreement (as described above), Holdings is only obligated to pay the
escrow agent an amount equal to the difference between the applicable termination fee and the expenses previously paid.

Holdings or the Partnership will be obligated to pay expenses upon the termination of the merger agreement in the following circumstances:

Holdings will be obligated to pay the Partnership s expenses, not to exceed $6.0 million, if the merger agreement is terminated by:

the Partnership because of a material breach of Holdings or Holdings GP s representations and warranties or agreements and
covenants; or

the Partnership or Holdings because Holdings failed to obtain the requisite approvals from its unitholders.

The Partnership will be obligated to pay Holdings expenses, not to exceed $6.0 million, if the merger agreement is terminated by:

Holdings because of a material breach of the Partnership s or the Partnership GP s representations and warranties or
agreements and covenants; or

Holdings or the Partnership because the Partnership failed to obtain the requisite approvals from its unitholders.
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If the merger is consummated, the Partnership will pay the property and transfer taxes imposed on either party in connection with the merger.
The Partnership will pay the expenses for filing, printing and mailing this joint proxy statement/prospectus, excluding legal and accounting fees
and expenses, which are to be borne solely by the incurring party. All other expenses incurred in connection with the merger agreement will be
paid by the party incurring the fee.

Opinion of the Partnership Conflicts Committee s Financial Advisor (page 57)

The Partnership Conflicts Committee retained Tudor, Pickering, Holt & Co. Securities, Inc. ( TudorPickering ) to act as its financial advisor in
connection with the merger. At a meeting of the Partnership Conflicts Committee held September 20, 2010, TudorPickering rendered its oral
opinion to the Partnership Conflicts Committee, which was subsequently confirmed in writing on September 21, 2010, that as of the date of such
opinion, and based upon and subject to the factors and assumptions set forth in the opinion, the consideration to be paid by the Partnership
pursuant to the merger agreement was fair, from a financial point of view, to Partnership unitholders that are not affiliated with Holdings or its
affiliates.

The full text of the TudorPickering opinion, dated September 21, 2010, which sets forth, among other things, the assumptions made, procedures
followed, matters considered, and qualifications and limitations of the review undertaken by TudorPickering in rendering its opinion, is attached
as Annex C to this joint proxy statement/prospectus and is incorporated herein by reference. The summary of the TudorPickering opinion set
forth in this joint proxy statement/prospectus is qualified in its entirety by reference to the full text of the written opinion. Partnership unitholders
are urged to read the TudorPickering opinion carefully and in its entirety. TudorPickering provided its opinion for the information and assistance
of the Partnership Conflicts Committee in connection with its consideration of the merger. The TudorPickering opinion does not constitute a
recommendation to any Partnership unitholder as to how such Partnership unitholder should vote with respect to the merger or any other matter.

Opinion of the Holdings Conflicts Committee s Financial Advisor (page 67)

On September 20, 2010, Credit Suisse Securities (USA) LLC ( Credit Suisse ) rendered its oral opinion to the Holdings Conflicts Committee
(which was subsequently confirmed in writing by delivery of Credit Suisse s written opinion dated the same date) to the effect that, as of
September 20, 2010, the exchange ratio in the merger was fair, from a financial point of view, to the unaffiliated Holdings unitholders. For
purposes of its opinion, Credit Suisse defined the unaffiliated Holdings unitholders as the Holdings unitholders, other than the officers and
directors of Holdings GP that were also officers or directors of the Partnership GP and affiliates of such officers and directors.

Credit Suisse s opinion was directed to the Holdings Conflicts Committee, a committee of the Holdings Board, and only addressed the fairness,
from a financial point of view, to the unaffiliated Holdings unitholders of the exchange ratio in the merger and did not address any other aspect

or implication of the merger. The summary of Credit Suisse s opinion in this joint proxy statement/prospectus is qualified in its entirety by
reference to the full text of its written opinion, which is included as Annex D to this joint proxy statement/prospectus and sets forth the
procedures followed, assumptions made, qualifications and limitations on the review undertaken and other matters considered by Credit Suisse

in preparing its opinion. However, neither Credit Suisse s written opinion nor the summary of its opinion and the related analyses set forth in this
joint proxy statement/prospectus are intended to be, and they do not constitute, advice or a recommendation to any Holdings unitholder as to

how such Holdings unitholder should vote or act with respect to any matter relating to the merger.

10

Table of Contents 36



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten
Comparison of Partnership Unitholder Rights and Holdings Unitholder Rights (page 159)

As a result of the merger, Holdings unitholders will become Partnership unitholders. The rights of Partnership unitholders will be governed by
the Partnership s amended and restated partnership agreement and applicable Delaware law. There are differences between the rights of Holdings
unitholders and Partnership unitholders pursuant to the existing partnership agreement of Holdings and the amended and restated partnership
agreement of the Partnership. Certain of these differences are described under Comparison of Partnership Unitholder Rights and Holdings
Unitholder Rights beginning on page 159.

Interests of Certain Persons in the Merger (page 151)

In considering the recommendations of the Partnership Board and Holdings Board, Partnership unitholders and Holdings unitholders should be
aware that some of the executive officers and directors of the Partnership GP and Holdings GP have interests in the merger that may differ from,
or may be in addition to, the interests of Partnership unitholders or of Holdings unitholders generally. These interests include:

Holdings and Partnership Common Units. Some of the executive officers and directors of the Partnership GP and Holdings GP
currently own Holdings Common Units and will be receiving Partnership Common Units as a result of the merger. Holdings
Common Units held by the directors and executive officers will be converted into the right to receive Partnership Common Units at a
ratio of 0.98 Partnership Common Units per Holdings Common Unit. This is the same ratio as that applicable to all other Holdings
unitholders. In addition, certain directors and officers of the Partnership GP and Holdings GP currently own Partnership Common
Units.

Deferred Common Units. Each outstanding Holdings deferred common unit, which units are held by certain directors of Holdings GP
pursuant to Holdings long-term incentive plan, will be converted into 0.98 Partnership deferred common units under the Partnership s
long-term incentive plan.

Indemnification and Insurance. The merger agreement provides for indemnification by the Partnership and MergerCo of each person
who was, as of the date of the merger agreement, or is at any time from the date of the merger agreement through the effective date,
an officer or director of Holdings or any of its subsidiaries (including Holdings GP) or acting as a fiduciary under or with respect to
any employee benefit plan of Holdings and for the maintenance of directors and officers liability insurance covering directors and
executive officers of Holdings GP for a period of six years following the merger. The Partnership and MergerCo also agreed that all
rights to indemnification now existing in favor of indemnified parties as provided in the Holdings agreement of limited partnership
(or, as applicable, the charter, bylaws, partnership agreement, limited liability company agreement, or other organizational
documents of any of Holdings subsidiaries, including Holdings GP) and the indemnification agreements of Holdings or any of its
subsidiaries will be assumed by MergerCo, the Partnership and the Partnership GP in the merger, without further action, at the
effective time of the merger and will survive the merger and will continue in full force and effect in accordance with their terms.

Director and Executive Officer Interlock. All executive officers of Holdings GP are executive officers of the Partnership GP, and one
director of Holdings GP is also a director of the Partnership GP and will remain an executive officer or director of the Partnership
GP, respectively, following the merger. Messrs. William Shea, Robert Wallace, Forrest McNair and Bruce Davis are officers of both
the Partnership GP and Holdings GP. After the effective time of the merger, the Partnership Board will consist of nine members, six
of whom will be the existing members of the Partnership Board and three of whom will be the three existing members of the
Holdings Conflicts Committee. As of December 17, 2010, the executive officers and directors of the Partnership GP beneficially
owned 0.5% of the outstanding Partnership Common Units and the executive officers and directors of Holdings GP beneficially
owned 0.3% of the outstanding Holdings Common Units. The approval of the merger, the
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merger agreement and the transactions contemplated thereby requires a vote in favor by the holders of a majority of the Partnership
Common Units and the holders of a majority of the Holdings Common Units outstanding and entitled to vote at the special meetings
of the Partnership and Holdings, respectively.
Senior management of the Partnership GP and Holdings GP prepared certain projections with respect to the Partnership s future financial and
operating performance on a stand-alone basis. These projections were provided to TudorPickering and Credit Suisse for use in connection with
the preparation of their opinions to the Partnership Conflicts Committee and the Holdings Conflicts Committee, respectively, and related
financial advisory services. Please read Special Factors Certain Financial Projections Prepared by Management.

Accounting Treatment of the Merger (page 90)

The merger will be accounted for in accordance with Financial Accounting Standards Board Accounting Standards Codification 810,
Consolidation Overall Changes in Parent s Ownership Interest in a Subsidiary, which is referred to as FASB ASC 810. Holdings is

considered as the surviving consolidated entity for accounting purposes rather than the Partnership, which is the surviving consolidated entity for
legal and reporting purposes. Therefore, the changes in Holdings ownership interest will be accounted for as an equity transaction and no gain or
loss will be recognized as a result of the merger.

Material U.S. Federal Income Tax Consequences of the Merger (page 122)

Tax matters associated with the merger are complicated. The tax consequences of the merger to a Partnership unitholder or a Holdings
unitholder will depend on such unitholder s own personal tax situation. Partnership unitholders and Holdings unitholders are urged to consult
their tax advisors for a full understanding of the federal, state, local and foreign tax consequences of the merger that will be applicable to them.

The Partnership expects to receive an opinion from Vinson & Elkins L.L.P. ( Vinson & Elkins ) to the effect that no gain or loss should be
recognized by existing Partnership unitholders (other than Holdings) as a result of the transactions other than any gain resulting from (i) any
decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue Code, (ii) fees and expenses paid to or on behalf of the
Partnership under the merger agreement, or (iii) any cash or other property distributions received by the Partnership or the Partnership
unitholders. Holdings expects to receive an opinion from Akin Gump Strauss Hauer & Feld LLP ( Akin Gump ) to the effect that no gain or loss
should be recognized by Holdings unitholders to the extent Partnership Common Units are received in exchange therefor as a result of the
merger, other than any gain resulting from (i) any decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue Code,

(ii) fees and expenses paid to or on behalf of Holdings under the merger agreement, or (iii) any cash or other property distributions received by
Holdings or Holdings unitholders. Opinions of counsel, however, are not binding on the Internal Revenue Service ( IRS ), and no assurance can
be given that the IRS would not successfully assert a contrary position regarding the merger and the opinions of counsel.

The federal income tax consequences described above may not apply to some Partnership unitholders and Holdings unitholders. Please read Risk
Factors Tax Risks Related to the Merger beginning on page 30, Risk Factors Tax Risks to Holdings Unitholders beginning on page 31, Risk
Factors Tax Risks to Existing Partnership Unitholders beginning on page 31 and Material U.S. Federal Income Tax Consequences of the Merger
beginning on page 122 for a more complete discussion of the federal income tax consequences of the merger.
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Litigation (page 90)

On September 27, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, Holdings GP, the
Partnership, the Partnership GP, MergerCo and Holdings GP s directors in the Court of Chancery of the State of Delaware under the caption
Israni v. Penn Virginia GP Holdings, L.P., et al., Civil Action No. 5851-CC. On September 29, 2010, a putative class action complaint was filed
by a purported Holdings unitholder against Holdings, Holdings GP, the Partnership, the Partnership GP, MergerCo and Holdings GP s directors
and a Holdings GP officer in the Court of Chancery of the State of Delaware under the caption Rooney v. Penn Virginia GP Holdings, L.P., et
al., Civil Action No. 5859-CC. These two complaints alleged, among other things, that certain of the defendants breached their fiduciary duties
to Holdings public unitholders in connection with the merger by, among other things, accepting insufficient consideration and that the
Partnership and Partnership GP aided and abetted those breaches. On October 7, 2010, the Court of Chancery of the State of Delaware entered a
stipulation and order consolidating the two actions described above under the caption In re Penn Virginia GP Holdings, L.P. Shareholder
Litigation, C.A. No. 5851-CC, and designating the complaint filed in civil action no. 5851-CC as the operative complaint. By November 4,
2010, all of the defendants had moved to dismiss the complaint. On November 9, 2010, the plaintiffs moved to voluntarily dismiss the
consolidated action. On November 15, 2010, the Court of Chancery of the State of Delaware granted dismissal of the consolidated action.
Hence, there is currently no litigation pending in Delaware challenging the merger.

On October 1, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, the Partnership and certain
of Holdings GP s directors in the Court of Common Pleas of Delaware County, Pennsylvania under the caption Epoch v. Penn Virginia GP
Holdings, L.P., et al. In the complaint, the plaintiff alleged that certain of the defendants breached their fiduciary duties to Holdings public
unitholders in connection with the merger by, among other things, accepting insufficient consideration and engaging in a flawed process and that
certain of the defendants aided and abetted those breaches. Among other things, the complaint sought an order certifying a class consisting of all
Holdings public unitholders, enjoining the consummation of the merger, rescinding the merger, directing the board of directors of Holdings GP
to obtain a transaction that is in the best interests of the Holdings unitholders and an award of attorneys fees and costs. On October 26, 2010, all
but two of the defendants filed preliminary objections to the complaint. On October 27, 2010, plaintiff filed a motion for expedited discovery.
By November 5, 2010, the remaining two defendants had filed preliminary objections to the complaint. On November 15, 2010, plaintiff filed an
amended complaint, purporting to add Sanjay Israni as a named plaintiff and Holdings GP, the Partnership GP and MergerCo as defendants. In
the amended complaint, the purported plaintiffs allege that certain of the purported defendants breached their duties to Holdings unitholders
pursuant to Holdings amended and restated partnership agreement in connection with the merger by, among other things, engaging in a flawed
process and failing to provide material information and/or providing materially misleading information to Holdings unitholders in connection
with their vote on the merger and that certain of the defendants aided and abetted those breaches. The amended complaint also alleges that
certain of the purported defendants breached the implied covenant of good faith and fair dealing that arises from Holdings amended and restated
partnership agreement. Among other things, the amended complaint seeks an order certifying a class consisting of all Holdings public
unitholders, enjoining the consummation of the merger preliminarily and permanently, rescinding the merger, awarding damages and awarding
attorneys fees and costs. The defendants have not yet answered or otherwise responded to the amended complaint. On November 16, 2010, the
defendants filed oppositions to plaintiff s motion for expedited discovery. On November 19, 2010, the Court of Common Pleas of Delaware
County, Pennsylvania denied plaintiff s motion for expedited discovery.

On October 6, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, Holdings GP, the
Partnership, the Partnership GP, MergerCo and certain of Holdings GP s officers and directors in the Court of Common Pleas of Delaware
County, Pennsylvania under the caption Scheifele v. Shea, et al. In the complaint, the plaintiff alleges that certain of the defendants breached
their fiduciary duties to
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Holdings public unitholders in connection with the merger by, among other things, means of an unfair process and an unfair price and that
certain of the defendants aided and abetted those breaches. Among other things, the complaint seeks an order certifying a class consisting of all
Holdings public unitholders, enjoining the merger preliminarily or permanently, rescinding the merger, awarding damages and awarding
attorneys fees and costs. The defendants have not yet answered or otherwise responded to the complaint.

The Partnership and Holdings do not believe that the claims alleged in the complaints have any merit, and intend to vigorously defend the
actions.

14
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Ownership Structure

The following diagrams depict the Partnership s and Holdings ownership structure before and after giving effect to the merger and based on the
Partnership s ownership as of December 17, 2010. The second diagram, which depicts the ownership structure after giving effect to the merger,
also gives effect to the merger of MergerCo into the Partnership GP, with the Partnership GP being the surviving entity, which is expected to
occur immediately following the merger.

Current Ownership Structure

15
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Ownership Structure Following the Merger
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Summary Historical and Unaudited Pro Forma Financial and Operating Information of Holdings

Holdings will be treated as the surviving consolidated entity of the merger for accounting purposes, even though the Partnership will be the
surviving consolidated entity for legal and reporting purposes. The following table sets forth summary consolidated historical financial data and
pro forma combined financial and operating data for Holdings. The summary historical financial data as of and for the years ended

December 31, 2005 through 2009 are derived from Holdings historical audited consolidated financial statements and related notes. The summary
historical financial data as of and for the nine months ended September 30, 2010 are derived from Holdings historical unaudited consolidated
financial statements and related notes. The summary financial data should be read in conjunction with Holdings consolidated financial
statements, including the notes thereto. Holdings consolidated balance sheets as of December 31, 2008 and 2009 and as of September 30, 2010
and the related consolidated statements of operations, partners capital and cash flows for each of the three years in the three-year period ended
December 31, 2009 and for the nine months ended September 30, 2010 are incorporated by reference into this joint proxy statement/prospectus
from Holdings quarterly report on Form 10-Q for the quarter ended September 30, 2010 and annual report on Form 10-K for the year ended
December 31, 2009.

Currently, the Partnership, a publicly traded limited partnership, is a consolidated subsidiary of Holdings, which also is a publicly traded limited
partnership. If the merger, the merger agreement and the transactions contemplated thereby, as described in this joint proxy
statement/prospectus, are approved and adopted by the Holdings unitholders and the Partnership unitholders and all other conditions set forth in
the merger agreement are met, the Partnership GP will become a subsidiary of MergerCo, with the Partnership as the sole member of MergerCo
and MergerCo will be subsequently merged into the Partnership GP with the Partnership GP being the surviving entity. In connection with the
merger, the approximately 19.6 million Partnership Common Units held by Holdings and the incentive distribution rights held by the Partnership
GP will be cancelled and the 2.0% general partner interest in the Partnership held by the Partnership GP will be converted to a non-economic
management interest in the Partnership. For accounting purposes, Holdings is considered the accounting acquirer of the Partnership s
noncontrolling interest.

17
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The unaudited pro forma consolidated financial data provided below gives pro forma effect to the merger, reflecting the issuance of 0.98
Partnership Common Units for each outstanding Holdings Common Unit and the cancellation of the approximately 19.6 million Partnership
Common Units held by Holdings and, pursuant to the amended and restated partnership agreement, the cancellation of the incentive distribution
rights in the Partnership held by the Partnership GP and the conversion of the 2.0% general partner interest in the Partnership held by the
Partnership GP into a non-economic management interest in the Partnership. The unaudited pro forma balance sheet data assumes the merger
occurred as of September 30, 2010. The unaudited pro forma income statement data for the year ended December 31, 2009 and for the nine
months ended September 30, 2010 assumes the merger occurred as of January 1, 2009 and January 1, 2010, respectively.

Holdings Consolidated Historical

Year Ended December 31,
Nine Months
Ended
September 30,
2005 2006 2007 2008 2009 2010
(unaudited)

(dollars in thousands, except per unit amounts)
Income Statement Data:
Natural gas midstream

revenues $348,657 $402,715 $433,174 $ 720,002 $ 504,789 $ 497,362
Coal royalties revenues 82,725 98,163 94,140 122,834 120,435 98,088
Other revenues 14,966 17,013 22,131 38,744 31,480 23,289
Total revenues 446,348 517,891 549,445 881,580 656,704 618,739
Cost of gas purchased 303,912 334,594 343,293 612,530 406,583 415,111
Operating expenses 16,678 21,794 23,148 35,949 38,788 32,317
General and administrative

expenses 17,040 21,587 26,249 29,962 33,662 34,367
Depreciation, depletion and

amortization 30,628 37,493 41,512 58,166 70,235 54,783
Impairments 31,801 1,511

Operating income 78,090 102,423 115,243 113,172 105,925 82,161
Interest expense (14,057) (18,821) (17,338) (24,672) (24,653) (25,368)
Derivatives (14,024) (11,260) (45,568) 16,837 (19,714) (11,514)
Other 1,149 2,359 2,239 (2,739) 1,353 654
Net income $ 51,158 $ 74,701 $ 54,576 $ 102,598 $ 62911 $ 45,933

Common Unit Data:
Net income per unit, basic

and diluted $ 065 $ 098 $ 075 $ 135 % 097 $ 0.70
Distributions paid(a) $ $ $ 35558 $ 54,704 $ 59,393 45,326
Distributions paid per

unit(a) $ $ $ 091 $ 140 $ 152 $ 1.16
Balance Sheet Data and

Other Financial Data(b):

Property, plant and

equipment, net $458,782  $556,513 $731,282 $ 895,119 $ 900,844 § 932,400
Total assets 659,947 716,269 942,251 1,227,674 1,219,063 1,255,904
Long-term debt 254,954 218,046 411,714 568,100 620,100 665,000
Cash flows provided by

operating activities 94,450 100,683 126,480 137,187 158,214 140,831
Cash acquisitions and

property additions 303,673 129,712 225,040 332,028 80,677 75,843
Other Statistical Data:
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Pro Forma
Year
Ended Nine Months
December Ended
31, September 30,
2009 2010
(unaudited) (unaudited)
$504,789 $ 497,362
120,435 98,088
31,480 23,289
656,704 618,739
406,583 415,111
38,788 32,317
31,762 32,942
70,235 54,783
1,511
107,825 83,586
(24,653) (25,368)
(19,714) (11,514)
1,353 654
$ 64811 $ 47,358
$ 092 $ 0.67
$132549 $ 99,743
$ 1.88 $ 1.41
$ 932,400
1,245,404
665,000
142,256
75,843
44



Coal royalty tons
System throughput volumes
(MMcf)
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Holdings Consolidated Historical Pro Forma
Year Ended December 31, Nine Year Nine
Months Ended Months
Ended December Ended
September 30, 31, September 30,
2005 2006 2007 2008 2009 2010 2009 2010
(unaudited) (unaudited) (unaudited)
(in thousands)

Adjusted EBITDA:
Net income $ 51,158 $ 74,701 $ 54,576 $102,598 $ 62,911 $ 45933 $ 643811 $ 47358
Depreciation, depletion and
amortization 30,628 37,493 41,512 58,166 70,235 54,783 70,235 54,783
Interest expense 14,057 18,821 17,338 24,672 24,653 25,368 24,653 25,368
EBITDAC(c) 95,843 131,015 113,426 185,436 157,799 126,084 159,699 127,509
Impairments 31,801 1,511 1,511
Equity earnings, net of
distributions received 1,269 1,317 (285) (224) (2,537) 2,500 (2,537) 2,500
Derivative losses (gains) 12,188 13,213 50,163 (11,357) 22,700 12,604 22,700 12,604
Cash settlements of derivatives (4,752) (19,439) (17,779) (38,466) 3,000 (6,493) 3,000 (6,493)
Adjusted EBITDA(c) $104,548 $126,106 $145,525 $167,190 $182,473 $ 134,695 $184,373 $ 136,120

(a) Cash distributions were declared and paid within 55 days following the close of each quarter. Cash distributions paid represent cash
payments for distributions during each of the periods presented. Cash distributions paid reflect the distribution decisions made by the
Partnership Board and Holdings Board at their respective quarterly board meetings. As such, these pro forma calculations are not necessarily
indicative of the distribution decisions that the Partnership Board would have made had the merger been completed at January 1, 2009 or

January 1, 2010.

(b) Pro forma balance sheet is not presented for the year ended December 31, 2009 because a pro forma balance sheet for that date is not

included in this joint proxy statement/prospectus.

(c) EBITDA, a measure not defined under GAAP, is defined as net income plus interest, provision for income taxes and depreciation, depletion
and amortization expense. Adjusted EBITDA, a measure not defined under GAAP, is defined as EBITDA plus impairments, plus an
adjustment for equity earnings, net of distributions received, plus derivative losses (gains) included in net income, plus cash settlements of
derivatives. EBITDA and Adjusted EBITDA are used as supplemental financial measures by the management of the Partnership and
Holdings and by external users of their financial statements such as investors, commercial banks, research analysts and others to assess:

the financial performance of the Partnership s assets without regard to financing methods, capital structure, historical cost basis or the

non-cash effects of derivative transactions;

the ability of the Partnership s assets to generate cash sufficient to pay interest costs and support our indebtedness, including the notes;

the Partnership s operating performance and return on capital as compared to those of other companies, without regard to financing

methods or capital structure; and

the viability of acquisitions and capital expenditure projects and the overall rates of return on alternative investment opportunities.
EBITDA and Adjusted EBITDA are also financial measurements that are reported to the Partnership s banks and are used to compute the
Partnership s financial covenants under the Partnership s revolving credit facility. The Partnership has calculated Adjusted EBITDA herein in the

same manner as the measure in such financial covenants in its revolving credit facility defined as EBITDA. EBITDA and Adjusted EBITDA
should not be considered alternatives to net income, operating income, cash flows from operating activities or any other measure of financial
performance presented in accordance with GAAP. EBITDA and Adjusted EBITDA may not be comparable to EBITDA, Adjusted EBITDA or
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similarly titled measures of other entities, as other entities may not calculate EBITDA and Adjusted EBITDA in the same manner as the
Partnership and Holdings do. EBITDA and Adjusted EBITDA have limitations as analytical tools, and you should not consider them in isolation
from, or as a substitute for analysis of, the financial information of the Partnership and Holdings prepared in accordance with GAAP. Some of

these limitations are:

they do not reflect cash outlays for capital expenditures or future contractual commitments;

they do not reflect changes in, or cash requirements for, working capital;
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they do not reflect interest expense or the cash requirements necessary to service interest, or principal payments, on indebtedness;

they do not reflect income tax expense or the cash necessary to pay income taxes;

they do not reflect available liquidity; and

other entities, including entities in the Partnership s industries, may not use such measures or may calculate such measures differently
than as presented in this joint proxy statement/prospectus, limiting their usefulness as comparative measures.
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Summary Historical Financial and Operating Information of the Partnership

The following table sets forth summary consolidated historical financial and operating information for the Partnership. The summary historical
financial data as of and for the years ended December 31, 2005 through 2009 are derived from the Partnership s historical audited consolidated
financial statements and related notes. The summary historical financial data as of and for the nine months ended September 30, 2010 are

derived from the Partnership s historical unaudited consolidated financial statements and related notes. The summary financial data should be
read in conjunction with the Partnership s consolidated historical financial statements, including the notes thereto. The Partnership s consolidated
balance sheets as of December 31, 2008 and 2009 and as of September 30, 2010 and the related consolidated statements of operations, partners
capital and cash flows for each of the three years in the three-year period ended December 31, 2009 and the nine months ended September 30,
2010 are incorporated by reference into this joint proxy statement/prospectus from the Partnership s quarterly report on Form 10-Q for the quarter
ended September 30, 2010 and annual report on Form 10-K for the year ended December 31, 2009.

The Partnership Consolidated Historical

Year Ended December 31, Nine Months
Ended
September 30,
2005 2006 2007 2008 2009 2010
(unaudited)

(dollars in thousands, except per unit amounts)
Income Statement Data:

Natural gas midstream revenues $ 348,657  $402,715 $433,174 $ 720,002 $ 504,789 $ 497,362
Coal royalties revenues 82,725 98,163 94,140 122,834 120,435 98,088
Other revenues 14,966 17,013 22,131 38,744 31,480 23,289
Total revenues 446,348 517,891 549,445 881,580 656,704 618,739
Cost of gas purchased 303,912 334,594 343,293 612,530 406,583 415,111
Operating expenses 16,678 21,794 23,148 35,949 38,788 32,317
General and administrative expenses 17,040 21,190 23,767 27,892 31,285 31,576
Depreciation, depletion and amortization 30,628 37,493 41,512 58,166 70,235 54,783
Impairments 31,801 1,511

Operating income 78,090 102,820 117,725 115,242 108,302 84,952
Interest expense (14,054) (18,821) (17,338) (24,672) (24,653) (25,368)
Derivatives (14,024) (11,260) (45,568) 16,837 (19,714) (11,514)
Other 1,149 1,189 1,804 (2,907) 1,280 615
Net income $ 51,161 $ 73,928 $ 56,623 $ 104,500 $ 65215 $ 48,685
Common Unit Data:

Net income per unit, basic and diluted $ 121 $ 159 $ 092 $ 1.63 § 076 $ 0.57
Distributions paid(a) $ 51,949 $ 66,954 $ 89,649 $ 111,076 $ 124,009 $ 93,389
Distributions paid per unit(a) $ 124 $ 148 $ 166 § 1.82 $ 188 § 1.41
Balance Sheet Data and Other Financial Data:

Property, plant and equipment, net $458,782  $556,513 $731,282 $ 895,119 $ 900,844 $ 932,400
Total assets 657,879 714,023 931,279 1,218,819 1,208,060 1,249,019
Long-term debt 254,954 218,046 411,714 568,100 620,100 665,000
Cash flows provided by operating activities 93,712 107,344 127,824 139,176 159,972 146,814
Cash acquisitions and property additions 303,673 129,712 225,040 332,028 80,677 75,843
Other Statistical Data:

Coal royalty tons 30,227 32,778 32,528 33,690 34,330 25,645
System throughput volumes (MMcf) 43,729 61,995 67,810 98,683 121,335 93,120
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The Partnership Consolidated Historical

Year Ended December 31, Nine Months
Ended
September 30,
2005 2006 2007 2008 2009 2010
(in thousands) (unaudited)
Adjusted EBITDA:
Net income $ 51,161 $ 73,928 $ 56,623 $ 104,500 $ 65215 $ 48,685
Depreciation, depletion and amortization 30,628 37,493 41,512 58,166 70,235 54,783
Interest expense 14,054 18,821 17,338 24,672 24,653 25,368
EBITDA(b) 95,843 130,242 115,473 187,338 160,103 128,836
Impairments 31,801 1,511
Equity earnings, net of distributions received 1,269 1,317 (285) (224) (2,537) 2,500
Derivative losses (gains) 13,036 13,213 50,163 (11,357) 22,700 12,604
Cash settlements of derivatives 4,752) (19,436) (17,779) (38,466) 3,000 (6,493)
Adjusted EBITDA(b) $ 105,396 $ 125,336 $ 147,572 $ 169,092 $ 184,777 $ 137,447

(a) Cash distributions were declared and paid within 45 days following the close of each quarter. Cash distributions paid represent cash
payments for distributions during each of the periods presented. Cash distributions paid reflect the distribution decisions made by the
Partnership Board at its quarterly board meetings. As such, these pro forma calculations are not necessarily indicative of the distribution
decisions that the Partnership Board would have made had the merger been completed at January 1, 2009 or January 1, 2010.

(b) EBITDA, a measure not defined under GAAP, is defined as net income plus interest, provision for income taxes and depreciation, depletion
and amortization expense. Adjusted EBITDA, a measure not defined under GAAP, is defined as EBITDA plus impairments, plus an
adjustment for equity earnings, net of distributions received, plus derivative losses (gains) included in net income, plus cash settlements of
derivatives. EBITDA and Adjusted EBITDA are used as supplemental financial measures by the Partnership s management and by external
users of its financial statements such as investors, commercial banks, research analysts and others to assess:

the financial performance of the Partnership s assets without regard to financing methods, capital structure, historical cost basis or the
non-cash effects of derivative transactions;

the ability of the Partnership s assets to generate cash sufficient to pay interest costs and support our indebtedness, including the notes;

the Partnership s operating performance and return on capital as compared to those of other companies, without regard to financing
methods or capital structure; and

the viability of acquisitions and capital expenditure projects and the overall rates of return on alternative investment opportunities.
EBITDA and Adjusted EBITDA are also financial measurements that are reported to the Partnership s banks and are used to compute the
Partnership s financial covenants under the Partnership s revolving credit facility. The Partnership has calculated Adjusted EBITDA herein in the
same manner as the measure in such financial covenants in its revolving credit facility defined as EBITDA. EBITDA and Adjusted EBITDA
should not be considered alternatives to net income, operating income, cash flows from operating activities or any other measure of financial
performance presented in accordance with GAAP. EBITDA and Adjusted EBITDA may not be comparable to EBITDA, Adjusted EBITDA or
similarly titled measures of other entities, as other entities may not calculate EBITDA and Adjusted EBITDA in the same manner as the
Partnership does. EBITDA and Adjusted EBITDA have limitations as analytical tools, and you should not consider them in isolation from, or as
a substitute for analysis of, the Partnership s financial information prepared in accordance with GAAP. Some of these limitations are:

Table of Contents 51



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

they do not reflect cash outlays for capital expenditures or future contractual commitments;

they do not reflect changes in, or cash requirements for, working capital;
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they do not reflect interest expense or the cash requirements necessary to service interest, or principal payments, on indebtedness;

they do not reflect income tax expense or the cash necessary to pay income taxes;

they do not reflect available liquidity; and

other entities, including entities in the Partnership s industries, may not use such measures or may calculate such measures differently
than as presented in this joint proxy statement/prospectus, limiting their usefulness as comparative measures.
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COMPARATIVE PER UNIT INFORMATION

The following table sets forth certain historical per unit information of the Partnership and Holdings and the unaudited pro forma combined per
unit information after giving pro forma effect to the merger, and the Partnership s issuance of 0.98 Partnership Common Units for each
outstanding Holdings Common Unit.

You should read this information in conjunction with the summary historical financial information included elsewhere in this joint proxy
statement/prospectus and the historical consolidated financial statements of Holdings and the Partnership and related notes that are incorporated
by reference in this joint proxy statement/prospectus and in conjunction with the Unaudited Pro Forma Consolidated Financial Statements and
related notes included elsewhere in this joint proxy statement/prospectus. The unaudited pro forma combined per unit information does not
purport to represent what the actual results of operations of Holdings and the Partnership would have been had the partnerships been combined
or to project Holdings and the Partnership s results of operations that may be achieved after the merger is completed.

Historical Pro Forma
Year
Ended Nine Months
Year Ended Nine Months Ended December 31, Ended
December 31, 2009 September 30, 2010 2009 September 30, 2010
Per Unit Data: Partnership Holdings Partnership Holdings Partnership(e) Partnership(e)
Net Income:
Basic (a) $0.76 $ 097 $0.57 $ 0.70 $0.92 $ 0.67
Diluted (b) $0.76 $ 097 $0.57 $ 0.70 $0.92 $ 0.67
Cash Distributions:
Declared Per Unit (c) $1.88 $ 152 $1.41 $ 1.17 $1.88 $ 1.41
Paid Per Unit (c) $1.88 $ 152 $1.41 $ 1.16 $1.88 $ 1.41
Book Value (d) $9.20 $ 1243 $8.45 $ 11.43 $ 6.16

(a) For the Partnership and Holdings, the amounts are based on the weighted-average number of units outstanding for the period. The pro
forma amounts are based on information provided in the Unaudited Pro Forma Consolidated Financial Statements included elsewhere in
this joint proxy statement/prospectus.

(b) For the Partnership, the amount is based on the weighted-average number of Partnership Common Units outstanding plus the potential
dilution that would occur associated with certain awards granted under the Partnership s equity compensation plans. The pro forma
combined amount is based on information provided in the Unaudited Pro Forma Consolidated Financial Statements included elsewhere in
this joint proxy statement/prospectus.

(¢) The pro forma cash distribution declared/paid amounts are based on the weighted-average cash distributions declared/paid for the
Partnership and Holdings for each quarterly period and give effect to the additional Partnership Common Units outstanding as a result of
the merger. Cash distributions declared/paid reflect the distribution decisions made by the Partnership Board and Holdings Board at their
respective quarterly board meetings. As such, these pro forma calculations are not necessarily indicative of the distribution decisions that
the Partnership Board would have made had the merger been completed at January 1, 2009 for the period ended December 31, 2009 or
January 1, 2010 for the nine months ended September 30, 2010.

(d) For the Partnership and Holdings, these amounts are computed by dividing partners capital for each entity as of December 31, 2009 and as
of September 30, 2010 by their respective weighted average number of units outstanding for such period. The pro forma combined
amounts are computed by dividing the pro forma partners capital as of September 30, 2010 by the number of Partnership Common Units
outstanding at September 30, 2010, adjusted to include the estimated number of Partnership Common Units to be outstanding as a result of
the merger. Pro forma data is not presented for December 31, 2009 because a pro forma balance sheet for that date is not included in this
joint proxy statement/prospectus.

(e) Represents the pro forma combined results of the merger. For comparison to historical Partnership per unit data, no further adjustments are
necessary to these amounts.
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MARKET PRICES AND DISTRIBUTION INFORMATION

The Partnership Common Units are traded on the New York Stock Exchange under the symbol PVR, and the Holdings Common Units are
traded on the New York Stock Exchange under the symbol PVG. The following table sets forth, for the periods indicated, the range of high and
low sales prices per unit for the Partnership Common Units and the Holdings Common Units, as well as information concerning quarterly cash
distributions per unit for the Partnership Common Units and the Holdings Common Units. The sales prices are as reported in published financial
sources.

Partnership Common Units Holdings Common Units
High Low Distributions(1) High Low Distributions(1)

2008

First Quarter $29.00 $18.00 $ 0.45 $29.75 $20.82 $ 0.34
Second Quarter 30.15 24.69 0.46 36.19 25.82 0.36
Third Quarter 27.38 15.08 0.47 32.99 16.97 0.38
Fourth Quarter 19.85 8.34 0.47 24.27 5.91 0.38
2009

First Quarter $16.51 $ 9.10 $ 0.47 $13.86 $ 8.08 $ 0.38
Second Quarter 15.99 10.96 0.47 13.83 10.75 0.38
Third Quarter 17.98 12.35 0.47 17.42 11.56 0.38
Fourth Quarter 22.30 16.57 0.47 17.40 12.27 0.38
2010

First Quarter $24.93 $19.63 $ 0.47 $20.63 $15.18 $ 0.39
Second Quarter 24.75 10.01 0.47 19.06 15.11 0.39
Third Quarter 25.00 20.26 0.47 23.80 17.45 0.39
Fourth Quarter (through December 17, 2010) 20.11 24.78 2) 27.37 2291 2)

(1) Represents cash distributions per Partnership Common Unit or Holdings Common Unit declared with respect to the quarter and paid in the
following quarter.

(2) A distribution has not been declared with respect to the quarter ending December 31, 2010.

As of December 17, 2010, the Partnership had 52,293,381 outstanding Partnership Common Units, held of record by approximately 178 holders.

The Partnership s partnership agreement requires it to distribute all of its available cash as defined in such agreement to its partners within 45

days after the end of each quarter.

As of December 17, 2010, Holdings had 39,074,500 outstanding Holdings Common Units, held of record by approximately 40 holders.
Holdings partnership agreement requires Holdings to distribute all of its available cash as defined in such agreement to its partners within 55
days after the end of each quarter.
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RISK FACTORS

In addition to the other information contained in or incorporated by reference into this joint proxy statement/prospectus, including, without
limitation, the risk factors and other information contained in the Partnership s Annual Report on Form 10-K for the year ended December 31,
2009 and Form 10-Q for the quarter ended September 30, 2010, and the risk factors and other information contained in Holdings Annual
Report on Form 10-K for the year ended December 31, 2009 and Form 10-Q for the quarter ended September 30, 2010, you should carefully
consider the following risk factors in deciding whether to vote to approve and adopt the merger, the merger agreement and the transactions
contemplated thereby and the Partnership s amended and restated partnership agreement, as applicable. This joint proxy statement/prospectus
also contains forward-looking statements that involve risks and uncertainties. Please read Forward-Looking Statements on page 77.

Risks Related to the Merger and Related Matters

The market value of the stated consideration to Holdings unitholders will be determined by the price of the Partnership Common Units, the
value of which will decrease if the market value of the Partnership Common Units decreases, and Holdings unitholders cannot be sure of the
market value of Partnership Common Units that will be issued.

Pursuant to the merger agreement, Holdings unitholders will receive approximately 38.3 million Partnership Common Units as a result of the
merger. The aggregate market value of the Partnership Common Units that Holdings unitholders will receive in the merger will fluctuate with
any changes in the trading price of the Partnership Common Units. This means there is no price protection mechanism contained in the merger
agreement that would adjust the number of Partnership Common Units that Holdings unitholders will receive based on any decreases in the
trading price of Partnership Common Units. If the Partnership Common Unit price decreases, the market value of the stated consideration
received by Holdings unitholders will also decrease. Consider the following example:

Example: Pursuant to the merger agreement, Holdings unitholders will receive 0.98 Partnership Common Units for each Holdings Common
Unit, subject to receipt of cash in lieu of any fractional Partnership Common Units. Based on the closing sales price of Partnership Common
Units on September 20, 2010 of $24.98 per unit, the market value of all Partnership Common Units to be received by Holdings unitholders
would be approximately $956.6 million. If the trading price for Partnership Common Units decreased 10% from $24.98 to $22.48 per unit, then
the market value of all Partnership Common Units to be received by Holdings unitholders would be approximately $860.8 million.

Accordingly, there is a risk that the premium that existed on September 20, 2010, the last trading day before the public announcement of the
merger, will not be realized by Holdings unitholders at the time the merger is completed. Partnership Common Unit price changes may result
from a variety of factors, including general market and economic conditions, changes in its business, operations and prospects, and regulatory
considerations. Many of these factors are beyond the Partnership s control. For historical prices of Holdings Common Units and Partnership
Common Units, please read Market Prices and Distribution Information on page 25.

The directors and executive officers of Holdings GP and the Partnership GP may have interests that differ from your interests.

All executive officers of Holdings GP are also executive officers of the Partnership GP and one director of Holdings GP is also a director of the
Partnership GP. Mr. William Shea serves as a member of both the Holdings Board and the Partnership Board. Mr. Shea is also the President and
Chief Executive Officer of Holdings GP and Chief Executive Officer of the Partnership GP. Mr. Robert Wallace is the Executive Vice President
and Chief Financial Officer of both Holdings GP and the Partnership GP. Mr. Bruce Davis is the Executive Vice President, General Counsel and
Secretary of both Holdings GP and the Partnership GP. Mr. Forrest McNair is the Vice President and Controller of both Holdings GP and the
Partnership GP.

26

Table of Contents 56



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten

In considering the recommendations of the Partnership Conflicts Committee and Partnership Board or Holdings Conflicts Committee and
Holdings Board, as applicable, to approve and adopt the merger, the merger agreement and the transactions contemplated thereby, and to
approve and adopt the amended and restated partnership agreement, you should consider that the executive officers and directors of Holdings GP
and the Partnership GP have interests that differ from, or are in addition to, their interests as Holdings unitholders or Partnership unitholders
generally. These interests include:

Some of the executive officers and directors of the Partnership GP and Holdings GP currently own Holdings Common Units and will
be receiving Partnership Common Units as a result of the merger. Holdings Common Units held by the directors and executive
officers will be converted into the right to receive Partnership Common Units at a ratio of 0.98 Partnership Common Units per
Holdings Common Unit. This is the same ratio as that applicable to all other Holdings unitholders. In addition, certain directors and
officers of the Partnership GP and Holdings GP currently own Partnership Common Units.

Each outstanding Holdings deferred common unit held by certain directors of Holdings GP pursuant to Holdings long-term incentive
plan will be converted into Partnership deferred common units under the Partnership s long-term incentive plan at a ratio of 0.98
Partnership deferred common units per Holdings deferred common unit.

The merger agreement provides for indemnification by the Partnership and MergerCo of each person who was, as of the date of the
merger agreement, or is at any time from the date of the merger agreement through the effective date, an officer or director of
Holdings or any of its subsidiaries (including Holdings GP) or acting as a fiduciary under or with respect to any employee benefit
plan of Holdings and for the maintenance of the current policies of directors and officers liability insurance covering directors and
executive officers of Holdings GP for a period of six years following the merger; except that MergerCo may substitute policies of at
least the same coverage and amounts which are not less advantageous to the directors and officers of Holdings or Holdings GP;
provided, that the Partnership is not required to pay annual premiums in excess of 300% of the last annual premium paid by Holdings
prior to the date of the merger agreement. The Partnership and MergerCo also agreed that all rights to indemnification now existing
in favor of indemnified parties as provided in the Holdings agreement of limited partnership (or, as applicable, the charter, bylaws,
partnership agreement, limited liability company agreement, or other organizational documents of any of Holdings subsidiaries,
including Holdings GP) and the indemnification agreements of Holdings or any of its subsidiaries will be assumed by MergerCo, the
Partnership and the Partnership GP in the merger, without further action, at the effective time of the merger and will survive the
merger and will continue in full force and effect in accordance with their terms.

All executive officers of Holdings GP are also executive officers of the Partnership GP, and one director of Holdings GP is also a
director of the Partnership GP and will remain executive officers or a director of the Partnership GP, respectively, following the
merger. Messrs. William Shea, Robert Wallace, Forrest McNair and Bruce Davis are officers of both the Partnership GP and
Holdings GP. After the effective time of the merger, the Partnership Board will consist of nine members, six of whom will be the
existing members of the Partnership Board and three of whom will be the three existing members of the Holdings Conflicts
Committee.
Senior management of the Partnership GP and Holdings GP prepared certain projections with respect to the Partnership s future financial and
operating performance on a stand-alone basis. These projections were provided to TudorPickering and Credit Suisse for use in connection with
the preparation of their opinions to the Partnership Conflicts Committee and the Holdings Conflicts Committee, respectively, and related
financial advisory services. Please read Special Factors Certain Financial Projections Prepared by Management.
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The right of a Holdings unitholder to distributions will be changed following the merger.

Under the Partnership s existing partnership agreement, Holdings is entitled to receive approximately 2.0% of all distributions made by the
Partnership and increasing percentages, up to a maximum of 48%, of the amount of incremental cash distributed by the Partnership in respect of
the Partnership Common Units as certain target distribution levels are reached in excess of $0.275 per Partnership Common Unit in any quarter.
After the merger, the former Holdings unitholders as a group will be entitled to receive approximately 54% of all distributions made by the
Partnership. As a result of this change, the distributions received by the former unitholders of Holdings could be significantly different. If
distributions from the Partnership were to increase significantly, the distributions to the former Holdings unitholders could be significantly less
than they would be if the current structure was not changed.

The matters contemplated by the merger agreement may not be completed even if the requisite Holdings unitholder and Partnership
unitholder approvals are obtained, in which case the Partnership s existing partnership agreement will not be amended and restated.

The merger agreement contains conditions that, if not satisfied or waived, would result in the merger not occurring, even though Holdings
unitholders and Partnership unitholders may have voted in favor of the merger agreement and related matters. In addition, Holdings and the
Partnership can agree not to complete the merger even if all unitholder approvals have been received. The closing conditions to the merger may
not be satisfied, and Holdings or the Partnership may choose not to waive any unsatisfied condition, which may cause the merger not to occur. If
the merger does not occur, the Partnership s existing partnership agreement will not be amended and restated.

While the merger agreement is in effect, Holdings opportunities to enter into different business combination transactions with other parties
on more favorable terms may be limited, and both Holdings and the Partnership may be limited in their ability to pursue other attractive
business opportunities.

While the merger agreement is in effect, Holdings is prohibited from knowingly initiating, soliciting or encouraging the submission of any
acquisition proposal or from participating in any discussions or negotiations regarding any acquisition proposal, subject to certain exceptions. As
a result of these provisions in the merger agreement, Holdings opportunities to enter into more favorable transactions may be limited. Likewise,
if Holdings were to sell directly to a third party, it might have received more value with respect to the general partner interest in the Partnership
and the incentive distribution rights in the Partnership based on the value of the business at such time.

Moreover, the merger agreement provides for the payment of up to $18.0 million in termination fees under specified circumstances, which may
discourage other parties from proposing alternative transactions that could be more favorable to the Holdings unitholders or Partnership

unitholders. For a detailed discussion of these termination fees, please read The Merger Agreement Termination Fees and Expenses beginning on
page 106.

Both Holdings and the Partnership have also agreed to refrain from taking certain actions with respect to their businesses and financial affairs
pending the consummation of the merger or termination of the merger agreement. These restrictions could be in effect for an extended period of
time if the consummation of the merger is delayed. These limitations do not preclude the Partnership from conducting its business in the

ordinary or usual course or from acquiring assets or businesses so long as such activity does not have a material adverse effect as such term is
defined in the merger agreement or materially affect the Partnership s or Holdings ability to complete the transactions contemplated by the
merger agreement. For a detailed discussion of these restrictions, please read The Merger Agreement Actions Pending the Merger beginning on
page 94.

In addition to the economic costs associated with pursuing the merger, the management of Holdings GP and the Partnership GP will continue to
devote substantial time and other human resources to the proposed merger,
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which could limit Holdings and the Partnership s ability to pursue other attractive business opportunities, including potential joint ventures,
stand-alone projects and other transactions. If either Holdings or the Partnership is unable to pursue such other attractive business opportunities,
then their growth prospects and the long-term strategic position of their businesses following the merger could be adversely affected.

Existing Partnership unitholders will be diluted by the merger.

The merger will dilute the ownership position of the existing Partnership unitholders. Pursuant to the merger agreement, Holdings unitholders
will receive approximately 38.3 million Partnership Common Units as a result of the merger. Immediately following the merger, the Partnership
will be owned approximately 46% by its current unitholders and approximately 54% by former Holdings unitholders.

The number of outstanding Partnership Common Units will increase as a result of the merger, which could make it more difficult to pay the
current level of quarterly distributions.

As of December 17, 2010, there were approximately 52.3 million Partnership Common Units outstanding. Pursuant to the merger agreement, the
Partnership will issue, and Holdings unitholders will receive, approximately 38.3 million Partnership Common Units. Accordingly, as a result of
the merger, the dollar amount required to pay the current per unit quarterly distributions will increase, which will increase the likelihood that the
Partnership will not have sufficient funds to pay the current level of quarterly distributions to all Partnership unitholders. Using the amount of
$0.47 per Partnership Common Unit paid on November 12, 2010 with respect to the third quarter of 2010, the aggregate cash distribution paid
with respect to Partnership Common Units owned by Partnership unitholders other than Holdings totaled approximately $15.3 million, resulting
in a distribution of approximately $15.8 million to Holdings for its approximately 19.6 million Partnership Common Units, the general partner
interest in the Partnership and incentive distribution rights in the Partnership. Therefore, including distributions on phantom units of
approximately $34,000, the Partnership s combined total distribution paid with respect to the third quarter of 2010 was approximately $31.2
million. The combined pro forma Partnership distribution with respect to the third quarter 2010, had the merger been completed prior to such
distribution, would result in $0.47 per unit being distributed on approximately 70.9 million Partnership Common Units, or a total of
approximately $33.3 million, with the Partnership GP no longer receiving any distributions. Including distributions on phantom units of
approximately $34,000, the Partnership s combined pro forma distribution would be approximately $33.4 million. As a result, the Partnership
would be required to distribute approximately an additional $2.2 million per quarter in order to maintain the distribution level of $0.47 per the
Partnership Common Unit paid with respect to the third quarter of 2010.

Although the elimination of the incentive distribution rights in the Partnership may increase the cash available for distribution to Partnership
Common Units in the future, this source of funds may not be sufficient to meet the overall increase in cash required to maintain the current level
of quarterly distributions to Partnership unitholders.

Failure to complete the merger or delays in completing the merger could negatively impact the Partnership Common Unit price and
Holdings Common Unit price.

If the merger is not completed for any reason, the Partnership and Holdings may be subject to a number of material risks, including the
following:

the Partnership will not realize the benefits expected from the merger, including a potentially enhanced financial and competitive
position;

the price of Partnership Common Units or Holdings Common Units may decline to the extent that the current market price of these
securities reflects a market assumption that the merger will be completed; and

some costs relating to the merger, such as certain investment banking fees and legal and accounting fees, must be paid even if the
merger is not completed.
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The costs of the merger could adversely affect the Partnership s operations and cash flows available for distribution to the Partnership
unitholders.

The Partnership and Holdings estimate the total costs of the merger to be approximately $10.5 million, primarily consisting of investment
banking and legal counsel s fees, accounting fees, financial printing and other related costs. These costs could adversely affect the Partnership s
operations and cash flows available for distributions to the Partnership unitholders. The foregoing estimate is preliminary and is subject to
change.

If the merger agreement were terminated, Holdings may be obligated to pay the Partnership for costs incurred related to the merger. These
costs could require Holdings to seek loans or use Holdings available cash that would have otherwise been available for distributions.

Upon termination of the merger agreement, and depending upon the circumstances leading to that termination, Holdings could be responsible for
reimbursing the Partnership for merger related expenses that the Partnership has paid. For a detailed discussion of the various circumstances
leading to a reimbursement of expenses, please read The Merger Agreement Termination Fees and Expenses beginning on page 106.

If the merger agreement is terminated, the expense reimbursements required by Holdings under the merger agreement may require Holdings to
seek loans or use cash received from its distributions from the Partnership to reimburse these expenses. In either case, reimbursement of these
costs could reduce the cash Holdings has available to make its quarterly distributions.

Tax Risks Related to the Merger

In addition to reading the following risk factors, you are urged to read Material U.S. Federal Income Tax Consequences of the Merger beginning
on page 122 and U.S. Federal Income Taxation of Ownership of Partnership Common Units beginning on page 131 for a more complete
discussion of the expected material U.S. federal income tax consequences of the merger and owning and disposing of Partnership Common

Units received in the merger.

No ruling has been obtained with respect to the U.S. federal income tax consequences of the merger.

No ruling has been or will be requested from the IRS with respect to the U.S. federal income tax consequences of the merger. Instead, the
Partnership is relying on the opinion of its counsel, and Holdings is relying on the opinion of counsel to its Conflicts Committee, as to the U.S.
federal income tax consequences of the merger to Partnership unitholders and Holdings unitholders, respectively. These opinions and positions
may not be sustained if challenged by the IRS, which could result in a material change to the expected tax consequences of the merger. Please
read Material U.S. Federal Income Tax Consequences of the Merger and U.S. Federal Income Taxation of Ownership of Partnership Common
Units Tax Treatment of Operations.

The intended U.S. federal income tax consequences of the merger are dependent upon each of the Partnership and Holdings being treated as
a partnership for U.S. federal income tax purposes.

The treatment of the merger as nontaxable to the Partnership unitholders and Holdings unitholders is dependent upon each of the Partnership and
Holdings being treated as a partnership for U.S. federal income tax purposes. If either the Partnership or Holdings were treated as a corporation
for U.S. federal income tax purposes, the consequences of the merger would be materially different and the merger would be treated as a taxable
exchange in which gain or loss would be recognized by the Holdings unitholders.

The U.S. federal income tax treatment of the merger is subject to potential legislative changes and differing judicial or administrative
interpretations.

The U.S. federal income tax consequences of the merger depend on determinations of fact and interpretations of complex provisions of U.S.
federal income tax law. The U.S. federal income tax rules are
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constantly under review by persons involved in the legislative process, the IRS and the U.S. Treasury Department, frequently resulting in revised
interpretations of established concepts, statutory changes, revisions to Treasury Regulations and other modifications and interpretations. Any
modification to the U.S. federal income tax laws or interpretations thereof may or may not be applied retroactively and could change the U.S.
federal income tax treatment of the merger to Partnership unitholders and Holdings unitholders. For example, the U.S. House of Representatives
has passed legislation relating to the taxation of carried interests that may treat transactions, such as the merger, occurring on or after an effective
date of January 1, 2011, as a taxable exchange to a unitholder of a partnership such as Holdings. The U.S. Senate has considered legislation that
may have a similar effect. The Partnership and Holdings are unable to predict whether this proposed legislation or any other proposals will
ultimately be enacted, and if so, whether any such proposed legislation would be applied retroactively.

Tax Risks to Holdings Unitholders
Holdings unitholders may recognize taxable income or gain for U.S. federal income tax purposes as a result of the merger.

It is not anticipated that gain or loss will be recognized for U.S. federal income tax purposes by a Holdings unitholder as a result of the merger,
except that a Holdings unitholder may recognize gain due to (i) any decrease in a Holdings unitholder s share of partnership liabilities pursuant to
Section 752 of the Code, (ii) cash or property distributions to Holdings or Holdings unitholders, and (iii) amounts paid by one person to or on
behalf of another person pursuant to the merger agreement. See Material U.S. Federal Income Tax Consequences of the Merger for a more
complete discussion of these and other tax matters.

Holdings estimates that the merger will result in an increase in the amount of net income (or decrease in the amount of net loss) allocable to
all of the Holdings unitholders that receive Partnership Common Units in the merger.

Holdings estimates that the closing of the merger will result in an increase in the amount of net income (or decrease in the amount of net loss)
allocable to all of the Holdings unitholders that receive Partnership Common Units in the merger. Although Holdings has projected specific
ranges of such an impact for Holdings unitholders, as discussed under the heading Material U.S. Federal Income Tax Consequences of the
Merger Effect of the Merger on the Ratio of Taxable Income to Distributions for Partnership Unitholders and Holdings Unitholders, the actual
amount and effect of such increase in net income (or decrease in net loss) for any Holdings unitholder may be more than anticipated because it
will depend upon the unitholder s particular situation, including when, and at what prices, the unitholder purchased its Holdings Common Units
and the ability of the unitholder to utilize any suspended passive losses. In addition, the projections are based upon numerous assumptions, and
the federal income tax liability of such unitholders could be further increased if the Partnership makes a future offering of Partnership Common
Units and uses the proceeds of the offering in a manner that does not produce substantial additional deductions, such as to repay indebtedness
currently outstanding or to acquire property that is not eligible for depreciation or amortization for federal income tax purposes or that is
depreciable or amortizable at a rate significantly slower than the rate currently applicable to the Partnership s assets. Please read Material U.S.
Federal Income Tax Consequences of the Merger Effect of the Merger on the Ratio of Taxable Income to Distributions for Partnership
Unitholders and Holdings Unitholders for a detailed discussion of the projections and the related assumptions.

Tax Risks to Existing Partnership Unitholders
An existing Partnership unitholder may be required to recognize gain as a result of the merger.

Although it is anticipated that for U.S. federal income tax purposes no gain or loss should be recognized by a Partnership unitholder solely as a
result of the merger, an existing Partnership unitholder may realize gain or loss resulting from (i) a decrease in such unitholder s share of
partnership liabilities pursuant to Section 752 of
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the Code, and (ii) amounts paid to or on behalf of the Partnership by another person pursuant to the merger agreement. Please read Material U.S.
Federal Income Tax Consequences of the Merger Tax Consequences of the Merger to Existing Partnership Unitholders Possible Taxable Gain to
Certain Partnership Unitholders from Reallocation of Nonrecourse Liabilities.

The Partnership estimates that the merger will result in a relatively small increase in the amount of net income (or decrease in the amount of
net loss) allocable to all of the existing Partnership unitholders.

The Partnership estimates that the closing of the merger will result in a relatively small increase in the amount of net income (or decrease in the
amount of net loss) allocable to all of the existing Partnership unitholders. Although the Partnership has projected a maximum amount of such an
impact for existing Partnership unitholders, as discussed under the heading Material U.S. Federal Income Tax Consequences of the Merger Effect
of the Merger on the Ratio of Taxable Income to Distributions for Partnership Unitholders and Holdings Unitholders, the actual amount and
effect of such increase in net income (or decrease in net loss) for any Partnership unitholder may be more than anticipated because it will depend
upon the unitholder s particular situation, including when, and at what prices, the unitholder purchased its Partnership Common Units and the
ability of the unitholder to utilize any suspended passive losses. In addition, the projections are based upon numerous assumptions, and the
federal income tax liability of such unitholders could be further increased if the Partnership makes a future offering of Partnership Common
Units and uses the proceeds of the offering in a manner that does not produce substantial additional deductions, such as to repay indebtedness
currently outstanding or to acquire property that is not eligible for depreciation or amortization for federal income tax purposes or that is
depreciable or amortizable at a rate significantly slower than the rate currently applicable to the Partnership s assets. Please read Material U.S.
Federal Income Tax Consequences of the Merger Effect of the Merger on the Ratio of Taxable Income to Distributions for Partnership
Unitholders and Holdings Unitholders for a detailed discussion of the projections and the related assumptions.

32

Table of Contents 62



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten
SPECIAL FACTORS
Background of the Merger

Senior management of the Partnership GP and Holdings GP has continuously evaluated strategic alternatives in an effort to enhance unitholder
value. More recently, following the divestiture by Penn Virginia Corporation of its equity interests in Holdings and the Partnership, new senior
management reviewed the Partnership s strategic alternatives. Senior management has focused on improving the competitive position of the
Partnership and enhancing its long-term growth prospects by reducing the Partnership s equity cost of capital, the impact of which would benefit
unitholders of both the Partnership and Holdings. Senior management believed that the Partnership s cost of capital had become high in
comparison to a number of peer publicly-traded limited partnerships ( MLPs ). As the holder of the incentive distribution rights in the Partnership,
Holdings is entitled to increasing percentages of the cash distributed from the Partnership above certain levels. For instance, Holdings is
currently participating at the highest split level possible pursuant to its incentive distribution rights and is receiving approximately 48% of any
incremental Partnership distribution increases in the future. Holdings ownership interests of approximately 19.6 million Partnership Common
Units, a 2.0% general partner interest in the Partnership and the incentive distribution rights in the Partnership result in Holdings currently
receiving an aggregate of approximately 51% of all cash distributed by the Partnership, 21% of which relates to the 2.0% economic general
partner interest in the Partnership and the incentive distribution rights. Senior management s focus on reducing the Partnership s cost of equity
capital became more acute after several other midstream MLPs, including Enterprise Product Partners, L.P., Inergy, L.P., Buckeye Partners,

L.P., Sunoco Logistics Partners L.P., NuStar Energy L.P., Magellan Midstream Partners, L.P., Eagle Rock Energy Partners, L.P. and MarkWest
Energy Partners, L.P., acted or proposed to reduce their cost of equity capital by repurchasing, capping or eliminating their respective incentive
distribution rights. By eliminating the incentive distribution rights in the Partnership, senior management believed that the Partnership would be
more competitive when pursuing acquisitions and able to finance organic growth projects less expensively, which would enhance the

Partnership s long-term distribution growth prospects. Thus, senior management suggested to the Partnership Board that the Partnership Board
consider a transaction to reduce the Partnership s cost of capital.

On June 24, 2010, the Partnership Board authorized and directed the Partnership Conflicts Committee (composed of James R. Montague (also
known herein as, the chairman of the Partnership Conflicts Committee or words of similar import), James L. Gardner and Thomas W. Hofmann)
to, among other things, (i) explore, consider and, if appropriate, develop a proposal to acquire Holdings, which proposal was to be reviewed by

the Partnership Board prior to delivery to the Holdings Board, and (ii) negotiate the terms and conditions of such acquisition, subject to final
approval of the Partnership Board. In connection with the consideration of the Partnership s acquisition of Holdings, on July 27, 2010, the
Partnership Board approved the payment of meetings fees for each member of the Partnership Conflicts Committee of $1,500 per meeting, and

the chairman of the Partnership Conflicts Committee is also to be paid an additional one-time fee of $4,500.

Later on June 24, 2010, the Partnership Conflicts Committee held a telephonic meeting with representatives of Richards, Layton & Finger, P.A.

( Richards Layton ) to discuss various matters, including (i) the duties of, and the process to be followed by, the Partnership Conflicts Committee
in connection with considering a potential offer to acquire Holdings, and (ii) considerations relating to the Partnership Conflicts Committee s
engagement of legal counsel and a financial advisor. After discussion, the Partnership Conflicts Committee formally engaged Richards Layton to
act as the Partnership Conflicts Committee s legal counsel. The Partnership Conflicts Committee also discussed the retention of a financial
advisor and, after discussion, resolved to contact TudorPickering about the possibility of TudorPickering assisting the Partnership Conflicts
Committee with its analysis of the potential transaction.

On June 25, 2010, the Partnership Conflicts Committee met telephonically with representatives of TudorPickering to assess TudorPickering s
ability to provide financial advice in connection with the Partnership Conflicts Committee s exploration of the proposed acquisition of Holdings.
Following the departure of the
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TudorPickering representatives from the telephonic meeting, and after discussing and considering TudorPickering s capabilities and experience
in connection with similar transactions, the Partnership Conflicts Committee resolved to engage TudorPickering to act as the Partnership
Conflicts Committee s financial advisor with respect to the proposed acquisition of Holdings.

Following the June 25 meeting with the Partnership Conflicts Committee, TudorPickering began its due diligence with respect to the
Partnership, which included numerous discussions, both telephonic and in person (with and without the members of the Partnership Conflicts
Committee) during the process of developing a proposal to acquire Holdings.

On July 9, 2010, the Partnership Conflicts Committee met telephonically with representatives of TudorPickering, Richards Layton and Vinson &
Elkins, counsel to the Partnership. TudorPickering provided an update concerning its progress with respect to its analysis of the potential
acquisition of Holdings and highlighted portions of management s financial projections that it would seek to better understand. The Partnership
Conflicts Committee decided that the chairman of the Partnership Conflicts Committee should contact the chairman of the Holdings Conflicts
Committee to indicate that an offer might be forthcoming and that the Holdings Conflicts Committee should initiate a process that would allow
the Holdings Conflicts Committee to consider such an offer if and when made.

The chairman of the Partnership Conflicts Committee then contacted the chairman of the Holdings Conflicts Committee and discussed the
possibility of a potential offer and suggested that the Holdings Conflicts Committee might want to initiate its process for evaluating and
responding to a potential offer.

On July 12, 2010, in anticipation of a potential acquisition proposal from the Partnership Conflicts Committee on behalf of the Partnership and
in order to manage the potential conflicts of interest of senior management of the Partnership and Holdings who are officers of both the
Partnership GP and Holdings GP and one director who is a director of both the Partnership GP and Holdings GP, the Holdings Board
unanimously authorized the Holdings Conflicts Committee (composed of Mr. Robert J. Hall (also known herein as, the chairman of the Holdings
Conflicts Committee or words of similar import) and Messrs. John C. van Roden, Jr. and Jonathan B. Weller) to (i) review and consider any
offer by the Partnership Conflicts Committee for the Partnership to acquire Holdings, by merger or otherwise, (ii) negotiate the terms and
conditions of such a transaction, subject to final approval of the Holdings Board, and (iii) determine whether to approve such a transaction by
Special Approval (as defined in the Holdings partnership agreement). The Holdings Board also authorized the retention of legal counsel and
financial advisors by the Holdings Conflicts Committee, and at the July 27, 2010 Holdings Board meeting, approved the payment of meeting
fees of $1,500 per meeting to the members of the Holdings Conflicts Committee and a one-time fee of $4,500 to the chairman of the Holdings
Conflicts Committee, in connection with the consideration of such a transaction.

On July 14, 2010, management of the Partnership made a presentation to, and engaged in an in-depth discussion with, the chairman of the
Partnership Conflicts Committee and TudorPickering about the business model of the Partnership and the financial outlook for the Partnership.

On July 16, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering and Richards Layton in attendance, met
telephonically to discuss management s presentation and to discuss the status of TudorPickering s analysis of management s financial projections
with respect to the Partnership.

On July 20, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering and Richards Layton in attendance, met to
discuss the proposed acquisition of Holdings. At this meeting, TudorPickering presented the Partnership Conflicts Committee with, among other
things, an overview of the business of the Partnership and TudorPickering s preliminary financial analysis with respect to the proposed
acquisition of Holdings. As at most of the Partnership Conflicts Committee meetings over the next couple of months, there was extensive
discussion and analysis of the Partnership s incentive distribution rights, growth
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prospects, equity cost of capital issues and strategic benefits of eliminating the Partnership s incentive distribution rights. The Partnership
Conflicts Committee provided TudorPickering with direction to refine its preliminary financial analysis, and on July 23, 2010, the Partnership
Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in attendance, met telephonically to review
TudorPickering s revised preliminary financial analysis with respect to the proposed acquisition of Holdings.

Also on July 20, 2010, the Holdings Conflicts Committee met telephonically to discuss the possibility of receiving, and an appropriate response
to, a potential acquisition proposal from the Partnership Conflicts Committee on behalf of the Partnership. The Holdings Conflicts Committee
invited representatives of Prickett, Jones & Elliott, P.A. ( Prickett Jones ) to attend the meeting. The Holdings Conflicts Committee discussed
various matters in connection with a potential acquisition proposal by the Partnership Conflicts Committee on behalf of the Partnership for the
Partnership to acquire Holdings, including, (1) potential responses to such proposal, (2) engagement of independent legal counsel, (3) the
approval process of a potential acquisition transaction, (4) fiduciary duties of the members of the Holdings Conflicts Committee, and

(5) engagement of independent financial advisors. The Holdings Conflicts Committee decided to schedule interviews with two potential
financial advisors. The Holdings Conflicts Committee, in executive session, agreed to engage Prickett Jones as special Delaware counsel.

On July 23, 2010, the Holdings Conflicts Committee met telephonically, with members of Prickett Jones in attendance. Prickett Jones reported

on telephone conversations with a representative of Richards Layton on July 21 and July 23, during which Richards Layton discussed the timing
of a possible acquisition proposal from the Partnership Conflicts Committee on behalf of the Partnership and an anticipated schedule with

respect to such a transaction in light of the approaching year-end, as well as pending economic, tax and political uncertainties, including certain
pending tax legislation, which was believed could become effective as of January 1, 2011. During the meeting, the Holdings Conflicts

Committee discussed the process used in precedent transactions and also discussed the consideration of engagement of a financial advisor and
additional legal counsel with familiarity with transactions of this type and with MLPs, particularly MLPs with publicly-traded general partners.
The Holdings Conflicts Committee confirmed the scheduling of interviews with two potential financial advisors with experience as financial
advisors in connection with similar transactions and considered several potential law firms with mergers and acquisitions ( M&A ), securities law
and tax law expertise, some of which were identified by Prickett Jones.

On July 27, 2010, the Partnership Conflicts Committee met with the other members of the Partnership Board (except for Mr. William H. Shea,

Jr., who did not attend because of a potential conflict of interest with respect to the proposed acquisition of Holdings) to discuss the proposed
acquisition of Holdings. During this meeting, the Partnership Conflicts Committee provided an update on its exploration and consideration of the
proposed acquisition of Holdings. Included in such update by the Partnership Conflicts Committee was a presentation by TudorPickering of
certain portions of its preliminary financial analysis with respect to the proposed acquisition. Following TudorPickering s presentation to the
Partnership Board and the Partnership Board s discussion of the proposed acquisition of Holdings, the Partnership Board unanimously (except for
Mr. Shea) approved the making of a proposal to the Holdings Board to acquire Holdings through a merger of Holdings with and into MergerCo,
where each Holdings Common Unit would be exchanged for 0.91 Partnership Common Units. The Partnership Board reaffirmed the Partnership
Conflicts Committee s authorization to negotiate the terms and conditions of the proposed acquisition of Holdings with the Holdings Conflicts
Committee, subject to the final approval of the Partnership Board.

Also on July 27, 2010, after a meeting of the Holdings Board, the Holdings Conflicts Committee with representatives of Prickett Jones also in
attendance, met to discuss various aspects of a potential transaction with the Partnership, including engaging additional legal counsel with M&A,
securities law and tax law expertise. Also in attendance for a portion of the meeting was Mr. James Dearlove, chairman of the Holdings Board.
After consideration of Akin Gump s reputation and capabilities the Holdings Conflicts Committee decided to retain Akin Gump as its legal
counsel.
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On July 28, 2010, the chairman of the Partnership Conflicts Committee sent a proposal letter to the Holdings Conflicts Committee, which
included, among other things, (i) a proposal that the Partnership acquire Holdings in a merger transaction in which each outstanding Holdings
Common Unit would be exchanged for 0.91 Partnership Common Units, (ii) a request for Holdings support for such a proposal, in its capacity as
a holder of Partnership Common Units, and (iii) a proposal that the Partnership s limited partnership agreement be amended to (a) eliminate the
Partnership s incentive distribution rights, (b) convert the Partnership GP s general partner interest in the Partnership into a non-economic interest,
(c) eliminate the separate class of Partnership Board directors appointed by Holdings, (d) expand the Partnership Board by three members, and

(e) provide for the election of all the Partnership Board directors by holders of Partnership Common Units. Based on the closing price of
Holdings Common Units as of July 27, 2010 of $19.34 and the closing price of Partnership Common Units as of July 27, 2010 of $23.65, the
implied premium represented by the initially proposed exchange ratio of 0.91 Partnership Common Units per Holdings Common Unit (which we
refer to as the LP Premium ) was 11% and the implied premium represented by the initially proposed exchange ratio of 0.91 Partnership
Common Units per Holdings Common Unit excluding Holdings interest in Partnership Common Units (which we refer to as the GP Interests
Premium ) was 30%.

Also on July 28, 2010, the Holdings Conflicts Committee, with a representative of Prickett Jones in attendance, met to interview a potential
financial advisor. After the interview, the Holdings Conflicts Committee and Prickett Jones reviewed and initially discussed the proposal letter
from the Partnership Conflicts Committee, which had been received during the meeting. The Holdings Conflicts Committee decided to continue
to consider the proposal with the plan of formulating a response at the Holdings Conflicts Committee s next meeting scheduled for August 2.

On August 2, 2010, the Holdings Conflicts Committee with representatives of Prickett Jones and Akin Gump in attendance, met to review
elements of the proposed transaction and to interview Credit Suisse for the role of financial advisor to the Holdings Conflicts Committee.
Following the interview, the Holdings Conflicts Committee and legal counsel discussed the presentations, experience and capabilities of the two
financial advisors under consideration, and the Holdings Conflicts Committee decided to engage Credit Suisse as its financial advisor.
Representatives of Credit Suisse were then invited to return to the meeting, and the Holdings Conflicts Committee, with the assistance of its
legal counsel and financial advisor, then reviewed and discussed the terms of the Partnership Conflicts Committee s proposal on behalf of the
Partnership and discussed potential next steps with respect to the proposed transaction, as well as tax matters and certain pending tax legislation.

Following the August 2 meeting with the Holdings Conflicts Committee, Credit Suisse began to gather and review information concerning the
Partnership Conflicts Committee s proposal, which included numerous discussions, both telephonic and in person (with and without the members
of the Holdings Conflicts Committee) during the process.

On August 5, 2010, members of the Holdings Conflicts Committee and representatives of Credit Suisse, Prickett Jones and Akin Gump attended
a presentation by senior management of Holdings and the Partnership, including Mr. Shea and Mr. Wallace, that included a financial overview
of the Partnership and its business and prospects. Management also discussed its preliminary financial forecast and projections with respect to
the Partnership through 2012. Following the presentation, the Holdings Conflicts Committee, and with the assistance of representatives of Credit
Suisse, Prickett Jones and Akin Gump, discussed the management presentation, the proposed transaction with the Partnership and the possible
timing, nature and content of a potential response to the July 28 proposal.

On August 9, 2010, the Holdings Conflicts Committee, met telephonically with representatives of Credit Suisse, Akin Gump and Prickett Jones
in attendance to discuss the terms of the Partnership s proposal and potential responses. Credit Suisse reviewed and discussed its preliminary
financial analyses of the Partnership, Holdings and the proposed transaction with the Holdings Conflicts Committee. The Holdings Conflicts
Committee noted that based on the closing prices of Holdings Common Units and Partnership Common Units as
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of August 6, 2010 and the proposed 0.91 exchange ratio, approximately 56% of the implied value of Holdings consisted of its interest in
Partnership Common Units, which was significantly higher than the corresponding percentages in recently announced transactions where an

MLP had acquired or agreed to acquire its general partner. In that regard, the Holdings Conflicts Committee noted that similar metrics for the
recent transactions were 10% for Inergy Holdings, 0% for Buckeye GP Holdings L.P. and 0% for Magellan Midstream Holdings, L.P. Based
upon this review of recent transactions involving the acquisitions by MLPs of their publicly traded general partners, the Holdings Conflicts
Committee noted that it was unlikely that the Partnership would pay a premium over the market price for the Partnership Common Units owned
by Holdings and, consequently, that the implied GP Interest Premium would be a more useful basis on which to evaluate a proposed exchange
ratio as compared to the implied LP Premium. The Holdings Conflicts Committee also noted that, particularly in a unit-for-unit exchange, the
relative value between Holdings interests in the Partnership excluding Holdings interest in Partnership Common Units (the Holdings GP Only
Interests ) and the Partnership was a more useful way to evaluate the proposed transaction as compared to focusing more on the absolute multiple
of cash flow paid for the Holdings GP Only Interests. The Holdings Conflicts Committee then discussed the range of potential exchange ratios,
the other terms of a possible transaction proposed by the Partnership and the potential effects of an acquisition of Holdings by the Partnership, as
well as a potential response to the July 28 proposal, and determined to meet the following day to further consider its response to the proposal.

On August 10, 2010, the Holdings Conflicts Committee met telephonically with representatives of Prickett Jones and Akin Gump to continue its
discussion regarding the content reviewed and discussed with the Holdings Conflicts Committee on August 9, 2010 and manner of a response to
the Partnership Conflicts Committee s July 28 proposal. Following this discussion, the Holdings Conflicts Committee decided to counter with a
proposed exchange ratio of 1.117 Partnership Common Units for each Holdings Common Unit. The Holdings Conflicts Committee elected not
to negotiate any non-financial aspects of the Partnership Conflicts Committee proposal until the parties reached a tentative agreement as to the
appropriate exchange ratio.

On August 11, 2010, the chairman of the Holdings Conflicts Committee communicated to the chairman of the Partnership Conflicts Committee
the Holdings Conflicts Committee s proposed exchange ratio of 1.117 Partnership Common Units for each Holdings Common Unit and the
rationale for such exchange ratio. The chairman of the Partnership Conflicts Committee indicated that he would communicate the proposal to the
Partnership Conflicts Committee. The chairman of the Holdings Conflicts Committee and the chairman of the Partnership Conflicts Committee
also agreed to schedule a meeting of the committees respective financial advisors to discuss the rationale and factors involved in the proposals.

Later on August 11, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins
in attendance, met telephonically to discuss the Holdings Conflicts Committee s counterproposal that each Holdings Common Unit be exchanged
for 1.117 Partnership Common Units.

Between August 12, 2010 and August 16, 2010, representatives of Credit Suisse and TudorPickering met telephonically at the request of the
committees to discuss certain aspects of the July 28 proposal and the Holdings Conflicts Committee s counterproposal and the financial
assumptions underlying the proposals.

On August 16, 2010, the Partnership Conflicts Committee met telephonically to receive an update from TudorPickering about its discussions
with Credit Suisse and to discuss and identify differences in the assumptions underlying the July 28 proposal and the Holdings Conflicts
Committee counterproposal. The Partnership Conflicts Committee directed its chairman to contact the chairman of the Holdings Conflicts
Committee to propose a meeting between the two committees, their respective financial advisors and management of the Partnership to discuss
the assumptions underlying the July 28 proposal and the Holdings Conflicts Committee counterproposal.

Also on August 16, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in attendance,
met telephonically to discuss the status of negotiations with the Partnership
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Conflicts Committee and potential responses. Credit Suisse reviewed the status of its discussions with TudorPickering. A discussion followed
regarding the assumptions underlying the July 28 proposal. The Holdings Conflicts Committee and its advisors discussed strategy and potential
responses to the discussion between the advisors. The Holdings Conflicts Committee affirmed its belief that the July 28 proposal was inadequate
and determined to request that the Partnership Conflicts Committee respond to the Holdings Conflicts Committee s counterproposal. Akin Gump
provided an update on pending tax legislation which could, if enacted, adversely affect (i) a potential transaction or (ii) Holdings unitholders if a
transaction was not pursued and a unitholder disposed of its units.

Later on August 16, 2010, at the request of the Holdings Conflicts Committee, Credit Suisse communicated to TudorPickering the Holdings
Conflicts Committee s determination to stand by its counterproposal notwithstanding TudorPickering s explanation of the financial assumptions
underlying the Partnership Conflicts Committee s July 28 proposal.

On August 18, 2010, the chairman of the Holdings Conflicts Committee and the chairman of the Partnership Conflicts Committee met
telephonically to discuss each of their respective committee s views of the proposed merger and assumptions and criteria underlying their
respective proposals, including the potential cost saving resulting from a transaction, future cash flows and maintenance and growth capital
estimates. The chairmen agreed that each committee s analysis would benefit from additional guidance from management on management s
financial projections for the Partnership.

Later on August 18, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in
attendance, met telephonically to discuss the conversation earlier that day between the two chairmen and to discuss the Partnership s estimated
levels of maintenance capital, reserve replacement and growth capital expenditures.

On August 19, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in
attendance, met telephonically to receive an update from the chairman of the Partnership Conflicts Committee on his discussion with the
chairman of the Holdings Conflicts Committee and to discuss, among other things, the Partnership s estimated levels of maintenance capital,
reserve replacement and growth capital expenditures.

On August 20, 2010, the Partnership Conflicts Committee and the Holdings Conflicts Committee received additional guidance from
management of the Partnership on its financial projections for the Partnership, including more refined assumptions regarding potential cost
savings, growth expectations and maintenance and reserve replacement capital requirements through 2014.

On August 21, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in
attendance, met telephonically to discuss the additional guidance that management of the Partnership had provided with respect to its financial
projections for the Partnership and to discuss the effect of such additional guidance on the valuation of the Partnership.

On August 23, 2010, the chairman of the Holdings Conflicts Committee and the chairman of the Partnership Conflicts Committee, with
representatives of Credit Suisse and TudorPickering in attendance, met with members of senior management, including Mr. Shea and

Mr. Wallace, to discuss the financial assumptions underlying each committee s respective proposal, including potential cost savings, future cash
flows, maintenance capital, reserve replacement and growth capital expenditures, projected unidentified acquisitions and other pro forma
financial implications of the proposed transaction. Following the discussion, the chairman of the Partnership Conflicts Committee stated that he
would discuss the meeting with the Partnership Conflicts Committee.

On August 24, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in
attendance, met telephonically to receive a summary of the events that occurred
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at the meeting on August 23, 2010 and to consider making a revised proposal to acquire Holdings in light of the discussions at the August 23
meeting and in light of the adjustments to management s projections, due to more refined assumptions regarding estimated levels of maintenance
capital, reserve replacement and growth capital expenditures. The Partnership Conflicts Committee decided to propose that the Partnership
(through MergerCo) acquire Holdings in a transaction in which each Holdings Common Unit was exchanged for 0.96 Partnership Common
Units, with no other terms changed from its original proposal, and directed its chairman to communicate such offer to the chairman of the
Holdings Conflicts Committee. Later, on August 24, 2010, the chairman of the Partnership Conflicts Committee sent a letter to the chairman of
the Holdings Conflicts Committee making the new proposal.

On August 25, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in attendance, met
telephonically to discuss the August 24 proposal from the Partnership Conflicts Committee on behalf of the Partnership. The Holdings Conflicts
Committee, with the assistance of its legal counsel and financial advisor, discussed the range of potential exchange ratios and various financial
implications. As a result of the discussions over the previous weeks between the committees and their respective advisors and adjustments to
management s projections, estimated levels of maintenance capital, reserve replacement and growth capital expenditures, the Holdings Conflicts
Committee directed the chairman of the Holdings Conflicts Committee to discuss with the chairman of the Partnership Conflicts Committee a
proposed exchange ratio of 1.0 Partnership Common Unit for each Holdings Common Unit.

Between August 24, 2010 and August 26, 2010, the chairman of the Partnership Conflicts Committee and the chairman of the Holdings

Conflicts Committee met telephonically several times to discuss the proposed exchange ratio. On August 26, 2010, the chairman of the Holdings
Conflicts Committee met telephonically with the chairman of the Partnership Conflicts Committee to discuss the August 24 proposal and
conveyed the Holdings Conflicts Committee s proposal for an exchange ratio of 1.0 Partnership Common Unit for each Holdings Common Unit.
After discussing the potential dilution/accretion, cash flow requirements and the Partnership s business and prospects, the chairman of the
Partnership Conflicts Committee indicated that he would ask TudorPickering to discuss the proposed exchange ratios with Credit Suisse.

On August 27, 2010, the Partnership Conflicts Committee, with representatives of Richards Layton in attendance, met to discuss the offer from
the Holdings Conflicts Committee. After discussion, the Partnership Conflicts Committee directed its chairman to tell the Holdings Conflicts
Committee that the Partnership Conflicts Committee might have a little bit more room to negotiate, but that the Partnership Conflicts Committee
likely could not offer an exchange ratio much in excess of 0.96.

Between August 27, 2010 and September 1, 2010, the chairman of the Partnership Conflicts Committee and the chairman of the Holdings
Conflicts Committee telephonically discussed the proposed exchange ratio a number of times. No additional proposals were made during these
discussions.

Between August 27 and August 30, 2010, at the request of the Partnership Conflicts Committee and the Holdings Conflicts Committee,
representatives of Credit Suisse and TudorPickering met telephonically to discuss the proposed exchange ratios and the financial assumptions
underlying the current proposals. Also on August 27 and August 30, 2010, representatives of Credit Suisse and TudorPickering met
telephonically with Mr. Wallace to discuss management s projections for the years 2013 and 2014.

On August 30, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in attendance, met
telephonically to discuss potential exchange ratios and the financial assumptions underlying the proposals. Credit Suisse reviewed with the
Holdings Conflicts Committee its updated preliminary financial analysis with respect to the Partnership, Holdings and the proposed transaction
and updated the Holdings Conflicts Committee with respect to its discussions with TudorPickering regarding the proposed exchange ratios and
their underlying financial assumptions. After further discussion, the Holdings Conflicts Committee supported reaffirming a counteroffer for a 1.0
exchange ratio. In addition, Akin Gump provided an
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update on certain tax matters. On August 31, 2010, the Holdings Conflicts Committee met telephonically to discuss and confirm the approach
discussed at the committee s prior meeting.

During a telephone conversation on September 1, 2010, both the chairman of the Partnership Conflicts Committee and the chairman of the
Holdings Conflicts Committee agreed to go back to their respective committees to determine if some middle ground as to an exchange ratio
could be reached.

On September 2, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in attendance,
met telephonically to discuss the status of negotiations. After discussions, the committee authorized the chairman of the Holdings Conflicts
Committee to have another meeting with the chairman of the Partnership Conflicts Committee and authorized the chairman of the Holdings
Conflicts Committee to negotiate further and reach a compromise (if possible), which could not be below a 0.98 exchange ratio.

Also on September 2, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins
in attendance, met telephonically to discuss the proposed merger. After discussion, the Partnership Conflicts Committee proposed that the
Partnership (through MergerCo) acquire Holdings in a transaction in which each Holdings Common Unit be exchanged for 0.98 Partnership
Common Units and the Partnership Conflicts Committee directed its chairman to convey such proposal to the chairman of the Holdings
Conflicts Committee.

Later on September 2, 2010, the chairman of the Holdings Conflicts Committee and the chairman of the Partnership Conflicts Committee agreed
to an exchange ratio of 0.98, subject to satisfactory negotiation of the transaction documents and the non-economic deal terms, as well as receipt
of definitive tax analyses. The 0.98 exchange ratio represented an approximate 8% increase in the exchange ratio from the Partnership s initial
proposal of a 0.91 exchange ratio. Based on the closing prices of Holdings Common Units on September 2, 2010 of $20.25 and of Partnership
Common Units on September 2, 2010 of $23.70, the proposed exchange ratio of 0.98 Partnership Common Units per Holdings Common Unit
represented an implied LP Premium of 15% and an implied GP Interests Premium of 36%.

Commencing on the evening of September 2, 2010, the two conflicts committees and their respective legal counsel and financial advisors began
the process of exchanging and reviewing drafts of various transaction documents, including, among other things, a merger agreement, a support
agreement, an amended and restated partnership agreement of the Partnership and an amended and restated limited liability company agreement
of the Partnership GP. The legal counsel to the two conflicts committees discussed a number of comments and issues relating to the transaction
documents, including, among other things, the requirement that the transaction be conditioned on obtaining the approval of the Partnership
unitholders, various deal protection issues including, among other things, the circumstances under which the respective boards or conflicts
committees could change their recommendations as to the merger, the termination fee, the termination date and the scope of Holdings obligation
to vote its Partnership Common Units in favor of the approval of the merger and against alternative transactions. The legal counsel to the two
conflicts committees also discussed the tax consequences of the merger on the basis of data provided by Holdings and the Partnership s
independent public accountants, including, among other things, the effects of the merger on the Partnership s ratio of taxable income to
distributions.

On September 8, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in attendance,
met telephonically to discuss the draft merger agreement and support agreement. It was noted that on September 7, 2010, Enterprise Products
Partners L.P. and Enterprise GP Holdings L.P. had announced the signing of a definitive merger agreement pursuant to which Enterprise
Products Partners L.P. would acquire its general partner, Enterprise GP Holdings L.P. The Holdings Conflicts Committee noted that based on
the proposed exchange ratio approximately 24% of the implied value of Enterprise GP Holdings L.P. consisted of its interest in Enterprise
Products Partners L.P. common units. In addition, the Holdings Conflicts Committee noted that the majority of the 24% represented interests in
Energy Transfer
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Equity, L.P., another publicly-traded general partner. The Holdings Conflicts Committee also noted that several Wall Street equity research
analysts had commented on the number of recently announced transactions involving the acquisition by MLPs of their publicly traded general
partners and speculated that similar transactions were likely to follow. Akin Gump reviewed the terms and provisions of the draft agreements.
The Holdings Conflicts Committee, along with its legal counsel, discussed a number of matters including, among other things, covenants,
representations and warranties, appropriate deal protection terms and termination rights, and the Partnership Conflicts Committee s proposal that
the merger be conditioned on obtaining the approval of the Partnership unitholders.

On September 10, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Akin Gump and Prickett Jones in attendance,
met telephonically to discuss the draft merger agreement and related issues based on discussions between Akin Gump and Richards Layton,
including, among other things, deal protection terms, termination rights and termination fees as well as the Partnership Conflicts Committee s
proposal that the merger be conditioned on obtaining the approval of the Partnership unitholders.

Also on September 10, 2010, based on discussions with Credit Suisse and TudorPickering between September 3 and September 10, management
provided revised financial forecasts and projections with respect to the Partnership and Holdings through 2014 to both committees and their
respective financial advisors. On September 13, 2010, management provided additional information relating to the financial forecasts and
projections to the respective financial advisors.

Between September 13 and September 14, 2010, representatives of Akin Gump and Credit Suisse met telephonically with representatives of
Vinson & Elkins and Richards Layton to convey the views of the Holdings Conflicts Committee with respect to whether the vote of the
Partnership unitholders would be required.

On September 14, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in
attendance, met telephonically to discuss the draft merger agreement and various open issues with respect to the merger agreement, including the
issue of whether the transaction should be conditioned on obtaining the approval of the Partnership unitholders. The Partnership Conflicts
Committee provided guidance to Richards Layton and Vinson & Elkins concerning certain terms of the merger agreement and determined that it
would not move forward with the proposed transaction unless the transaction was conditioned on obtaining the approval of the Partnership
unitholders.

Subsequently on September 14, 2010, after speaking with the Holdings Conflicts Committee s legal counsel, the chairman of the Holdings
Conflicts Committee met telephonically with the chairman of the Partnership Conflicts Committee regarding the deal protection terms and
termination rights contained in the Partnership s last draft of the merger agreement, including whether the vote of the Partnership unitholders
would be required. During the conversation, the chairman of the Partnership Conflicts Committee noted that the Partnership Conflicts
Committee insisted that the proposed acquisition be conditioned upon the approval of the Partnership unitholders. The chairman of the Holdings
Conflicts Committee relayed that the requirement of a Partnership unitholder vote was not desired by or acceptable to the Holdings Conflicts
Committee.

Also on September 14, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Prickett Jones and Akin Gump in
attendance, met telephonically to discuss the revised draft merger agreement and other documents. The Holdings Conflicts Committee, along
with its legal counsel, discussed a number of matters including, among other things, the Partnership unitholder vote closing condition,
appropriate deal protection terms, including a force-the-vote provision, and termination rights. The chairman of the Holdings Conflicts
Committee updated the Holdings Conflicts Committee regarding the meeting he had earlier that day with the chairman of the Partnership
Conflicts Committee. In addition, Credit Suisse reviewed and discussed current market conditions with the Holdings Conflicts Committee. The
Holdings Conflicts Committee decided to accept the Partnership unitholder vote requirement and to propose certain alterations, including the
addition of a force-the-vote provision, to the Partnership s proposed deal protection terms and termination rights provisions in the draft merger
agreement.
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After the Holdings Conflicts Committee meeting, at the direction of the Holdings Conflicts Committee, representatives of Akin Gump and
Prickett Jones met telephonically with a representative of Richards Layton to discuss various matters raised in the Holdings Conflicts Committee
meeting and the proposed alterations to the proposed deal protection terms and termination rights provisions.

On September 15, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and Vinson & Elkins in
attendance, again met telephonically to discuss the remaining open issues with respect to the merger agreement, including the issue of
conditioning the transaction on the approval of Partnership unitholders. The Partnership Conflicts Committee determined that its position with
respect to the Partnership unitholder vote condition was unchanged. Following such meeting of the Partnership Conflicts Committee, the
chairmen of the two committees and their respective legal counsel met telephonically to discuss certain open issues with respect to the merger
agreement, including deal protection terms and termination provisions and whether the merger would be conditioned on the approval of the
Partnership unitholders.

Later on September 15, 2010, the chairman of the Holdings Conflicts Committee informed the chairman of the Partnership Conflicts Committee
that the merger could be conditioned on the approval of the Partnership unitholders without including a force-the-vote provision.

Between September 16, 2010 and September 20, 2010, representatives of Akin Gump, Prickett Jones, Vinson & Elkins and Richards Layton
held several discussions telephonically to discuss various matters related to the drafts of the merger agreement, the amended and restated
partnership agreement of the Partnership and the amended and restated limited liability company agreement of the Partnership GP and
exchanged drafts of the transaction documents to resolve drafting issues. In addition, during that period, representatives of Akin Gump and
Prickett Jones received input from the Holdings Conflicts Committee on the remaining open points in the merger agreement, which were
reflected in the drafts exchanged.

In addition, at various times on September 16 and September 17, 2010, representatives of Akin Gump met telephonically with representatives of
Vinson & Elkins and of the Partnership s and Holdings independent accountants to discuss certain diligence matters relating to the tax impact of
the transaction on Holdings unitholders and Partnership unitholders.

On September 19, 2010, management provided to the committees and their respective financial advisors, finalized financial forecasts and
projections through 2014, which did not differ materially from prior versions, taking into account certain outstanding Partnership phantom units.

Also on September 19, 2010, the Partnership Conflicts Committee met telephonically with its legal counsel and financial advisor to discuss the
logistics of closing and to receive an update on the transaction documents.

On September 20, 2010, representatives of Credit Suisse, TudorPickering, Akin Gump and Vinson & Elkins met telephonically with certain
members of management, including Messrs. Wallace and Davis. At the meeting, management confirmed its financial forecasts and projections
and affirmed that there had been no material changes in the operations or performance of the Partnership or other material events or
contingencies, other than as previously disclosed.

Subsequently on September 20, 2010, the Partnership Conflicts Committee, with representatives of TudorPickering, Richards Layton and
Vinson & Elkins in attendance, met telephonically to review and consider the proposed transaction between the Partnership and Holdings. Prior
to the meeting, the members of the Partnership Conflicts Committee were provided a draft of the merger agreement and certain related
agreements, as well as materials to assist the Partnership Conflicts Committee in evaluating the proposed merger and the transactions
contemplated thereby. TudorPickering presented its financial analysis of the proposed merger and, at the conclusion of its presentation, delivered
to the Partnership Conflicts Committee its oral opinion (which was subsequently confirmed in writing on September 21, 2010) that, as of the
date of such opinion and based upon
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and subject to the various assumptions made, procedures followed, matters considered and limitations, upon the review undertaken as set forth in
the opinion, the merger consideration to be paid by the Partnership pursuant to the merger agreement was fair, from a financial point of view, to
the Partnership unitholders that are not affiliated with Holdings or its affiliates. After considering the benefits of the proposed transaction as well
as the associated risks, and after consideration of other relevant factors including TudorPickering s fairness opinion, the Partnership Conflicts
Committee unanimously (i) approved the merger, the transaction documents and the matters contemplated thereby, (ii) resolved that the merger
and the transactions contemplated thereby (including, but not limited to, the formation of MergerCo, the conversion of each Holdings Common
Unit (other than Holdings Common Units held by the Partnership or any of its subsidiaries, if any) into the right to receive 0.98 Partnership
Common Units, the amendment and restatement of the Partnership s existing partnership agreement, the amendment and restatement of the
existing limited liability company agreement of the Partnership GP, and the merger of MergerCo with and into the Partnership GP with the
Partnership GP being the surviving entity) (collectively, the Transaction ) were fair and reasonable to, and in the best interests of, the Partnership
and the Partnership unitholders that are not affiliated with Holdings or its affiliates, (iii) resolved that the proposed amendments to the

Partnership s existing partnership agreement do not adversely affect the limited partners of the Partnership in any material respect, (iv) resolved
that the Partnership Conflicts Committee s approval constituted Special Approval (as defined in the Partnership s existing partnership agreement),
and (v) resolved to recommend that the Partnership Board approve, and submit to the Partnership unitholders for their approval, the Transaction,
the transaction documents and the matters contemplated thereby.

Later on September 20, 2010, the Partnership Board, with all members in attendance (other than Mr. Shea, who recused himself from discussion
and voting) met to review and consider the proposed transaction between the Partnership and Holdings. The Partnership Conflicts Committee
gave its recommendation regarding the Transaction, the transaction documents and the matters contemplated thereby to the Partnership Board.
After further discussion and considering the benefits and potential risks of the transaction and other relevant factors, including the
recommendation of the Partnership Conflicts Committee, the Partnership Board unanimously (except for Mr. Shea who was not in attendance
and recused himself) (i) determined that the Transaction, the transaction documents and the matters contemplated thereby are fair and reasonable
to, and in the best interests of, the Partnership and the Partnership unitholders, (ii) approved the Transaction, the transaction documents and the
matters contemplated thereby, (iii) determined that the proposed amendments to the Partnership s existing partnership agreement do not
adversely affect the limited partners of the Partnership in any material respect, and (iv) resolved to recommend that the Partnership unitholders
approve the Transaction, the transaction documents and the matters contemplated thereby.

Also on September 20, 2010, the Holdings Conflicts Committee, with representatives of Credit Suisse, Akin Gump and Prickett Jones in
attendance by telephone, met to review and consider the proposed transaction between Holdings and the Partnership. Representatives of Credit
Suisse, Akin Gump and Prickett Jones attended the meeting by telephone. Prior to the meeting, the Holdings Conflicts Committee was provided
drafts of the merger agreement, the amended and restated partnership agreement of the Partnership and the amended and restated limited liability
company agreement of the Partnership GP as well as summaries and other documents to assist the committee in evaluating the proposed
transaction. A representative of Prickett Jones reviewed the committee members fiduciary duties under Delaware law and Holdings partnership
agreement. Solely for informational purposes and at the invitation of the Holdings Conflicts Committee, Mr. Dearlove attended a portion of the
meeting in order to hear the presentations respecting the terms of the proposed transaction, the tax analysis with respect to the proposed
transaction, and Credit Suisse s analysis with respect to the Partnership, Holdings and the proposed merger. Representatives of Akin Gump
reviewed the terms of the transaction documents and provided an analysis regarding tax matters relating to the transaction, including certain
proposed tax legislation. Credit Suisse then reviewed and discussed its financial analyses with respect to the Partnership, Holdings and the
proposed merger. After these presentations, Mr. Dearlove excused himself from the meeting and the Holdings Conflicts Committee then went
into executive session with its legal counsel and financial advisor. Thereafter, at the request of the Holdings Conflicts Committee, Credit Suisse
rendered its oral opinion to the Holdings Conflicts Committee (which was subsequently confirmed in writing by delivery of Credit Suisse s
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written opinion dated September 20, 2010) that the exchange ratio in the merger was fair, from a financial point of view, to the unaffiliated
Holdings unitholders. After considering the benefits and potential risks of the transaction and after considering other relevant factors, the
Holdings Conflicts Committee unanimously (i) found and determined the merger, the merger agreement and the transactions contemplated
thereby to be fair and reasonable to, and in the best interests of, Holdings and the unaffiliated Holdings unitholders, (ii) approved and declared

the advisability of the merger and the merger agreement, (iii) recommended the Holdings Board approve and declare the advisability of the
merger and the merger agreement, (iv) recommended the Holdings Board submit the merger, the merger agreement and the transactions
contemplated thereby to the Holdings unitholders for their adoption and approval and (v) expressed its intent that such approval by the Holdings
Conflicts Committee of the merger, the merger agreement and the transactions contemplated thereby constitute Special Approval (as defined in
Holdings partnership agreement).

Later on September 20, 2010, the Holdings Board, with all members in attendance (other than Mr. Shea, who recused himself from discussion
and voting) met to review and consider the proposed transaction between Holdings and the Partnership. The Holdings Conflicts Committee gave
its recommendation regarding the merger and the transaction documents to the Holdings Board. After further discussion and considering the
benefits and potential risks of the transaction and other relevant factors, including the recommendation of the Holdings Conflicts Committee, the
Holdings Board unanimously (other than Mr. Shea, who was not in attendance and recused himself) (i) found and determined the merger, the
merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best interests of, Holdings and the
unaffiliated Holdings unitholders, (ii) approved and declared the advisability of the merger and the merger agreement, (iii) determined that the
merger, merger agreement and the transactions contemplated thereby would be submitted for the adoption and approval by the Holdings
unitholders at a special meeting and (iv) recommended to the Holdings unitholders that they vote in favor of the approval and adoption of the
merger, the merger agreement and the transactions contemplated thereby.

On the morning of September 21, 2010, the Partnership, the Partnership GP, MergerCo, Holdings and Holdings GP executed the merger
agreement.

Also on September 21, 2010, the Partnership and Holdings issued a joint press release announcing the proposed merger.
Recommendations of the Partnership Conflicts Committee and the Partnership Board

At a meeting of the Partnership Conflicts Committee held on September 20, 2010, the Partnership Conflicts Committee, comprised of
independent directors, received a presentation from its financial advisor concerning the financial analyses of the proposed merger, and reviewed
with its legal counsel the terms of the merger agreement and the other related agreements. At the meeting, the Partnership Conflicts Committee
considered the benefits of the merger as well as the associated risks and unanimously (i) approved and declared the advisability of the merger
agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the merger and the
issuance of Partnership Common Units pursuant to the merger agreement, (ii) determined that the merger agreement and the amended and
restated partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units
in the merger are fair and reasonable to, and in the best interests of, the Partnership and the Partnership unitholders that are not affiliated with
Holdings or its affiliates and (iii) intended that its approval of the merger agreement and the amended and restated partnership agreement and the
transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement,
constituted Special Approval (as defined in the Partnership s existing partnership agreement). Accordingly, the Partnership Conflicts Committee
has unanimously recommended that the Partnership Board vote to approve the merger agreement and the amended and restated partnership
agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the
merger agreement.
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At a meeting of the Partnership Board held on September 20, 2010, the Partnership Board, having considered the recommendation of the
Partnership Conflicts Committee and having reviewed and evaluated the merits of the merger unanimously (excluding Mr. Shea, who was not in
attendance and recused himself), (i) approved and declared the advisability of the merger agreement and the amended and restated partnership
agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the
merger agreement and (ii) determined that the merger agreement, the amended and restated partnership agreement and the transactions
contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement, are fair and
reasonable to, and in the best interests of, the Partnership and the Partnership unitholders. Accordingly, the Partnership Board recommends that
the Partnership unitholders vote to approve and adopt the merger, the merger agreement, the transactions contemplated thereby and the amended
and restated partnership agreement.

In reaching its decision on the merger, the Partnership Conflicts Committee consulted with its legal and financial advisors and considered the
following factors that supported approval of the merger:

the fact that the Partnership will no longer have any issued and outstanding incentive distribution rights as a result of the merger;

the fact that the Partnership GP will no longer have a 2% economic interest in the Partnership as a result of the merger;

the significant reduction in the Partnership s equity cost of capital because the Partnership will no longer have any issued and
outstanding incentive distribution rights and the Partnership GP will no longer have an economic interest in the Partnership;

the enhancement of the Partnership s ability to compete for new acquisitions following the merger as a result of its reduced equity
cost of capital;

the fact that the merger is expected to be long-term accretive to the Partnership s distributable cash flow per Partnership Common
Unit;

the fact that the merger is expected to result in a long-term increase in the growth rate of and accretion to the Partnership s
distributable cash flow per Partnership Common Unit, thereby improving total return due to both valuation and distribution growth;

the potential acceleration in timing with respect to some anticipated benefits of the merger;

the fact that the Partnership unitholders will be entitled to elect all of the members of the Partnership Board;

the probability that the Partnership and Holdings will be able to consummate the merger, including their ability to obtain any
necessary unitholder approvals;

the fact that the merger will likely result in a capital structure and governance structure of the Partnership that is more easily
understood by the investing public;

the fact that the Partnership will no longer have to compete with Holdings for investor dollars from investors who are interested in
investing in the business of the Partnership;
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the fact that the merger will eliminate potential conflicts of interest that may arise as a result of certain persons being officers of both
the Partnership GP and Holdings GP and as a result of one person being a member of both the Partnership Board and the Holdings
Board;

the fact that having a greater number of outstanding Partnership Common Units is expected to increase the public float and trading
liquidity of the market for the Partnership Common Units;

the terms of the merger agreement permit the Partnership Board or the Partnership Conflicts Committee to withdraw, modify or
qualify the recommendation of the merger (and to terminate the merger agreement upon a change in recommendation) if the
Partnership Board or the Partnership
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Conflicts Committee shall have concluded in good faith, after consultation with its outside legal counsel and financial advisors, that a
failure to make such a change in recommendation would be inconsistent with its fiduciary duties under the Partnership s existing
partnership agreement and applicable law;

the written opinion of TudorPickering, dated as of September 21, 2010, that, as of that date and based on and subject to the
assumptions made, procedures followed, matters considered and limitations upon the review undertaken, as set forth in that opinion,
the consideration to be paid by the Partnership pursuant to the merger agreement was fair, from a financial point of view, to
Partnership unitholders that are not affiliated with Holdings or its affiliates; and

the terms of the merger as set forth in the relevant agreements, including without limitation, the amended and restated partnership
agreement, the sixth amended and restated limited liability company agreement of the Partnership GP, and the merger agreement.
The Partnership Conflicts Committee also considered the following factors that weighed against the approval of the merger:

the potential delay in timing with respect to some anticipated benefits of the merger;

the fact that the merger is expected to be near-term dilutive to the Partnership s distributable cash flow per Partnership Common Unit;

the probability that in the near-term, based on the current models, the Partnership unitholders will recognize more net income and
therefore reduced tax shield as a result of the merger over their baseline net income and shield for the projection period;

the potential that a technical termination of the Partnership as a partnership for tax purposes as a result of the merger may reduce the
deductions available to the Partnership unitholders in the year of the merger;

the fact that the merger may not be consummated as a result of a failure to satisfy the conditions contained in the merger agreement,
including the failure to receive applicable unitholder approvals;

the possibility that the value of the Partnership Common Units being issued in the merger to the limited partners of Holdings could
be more than the value of the assets and other benefits that the Partnership will receive in connection with the merger;

the risk that potential benefits sought in the merger may not be fully realized;

there can be no assurance that the capital requirements necessary to fund the continued growth of the Partnership can be funded
through the simplified capital structure;

the bases on which the Partnership Conflicts Committee made its determination, including assumptions associated with the price of
commodities, cost of capital and management s projections, are uncertain;

the terms under which the Holdings Board may change its recommendation to Holdings unitholders to approve the merger agreement
and terminate the merger agreement;
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the fact that the Partnership may be required in certain circumstances to pay to Holdings a termination fee or reimburse Holdings for
its expenses upon a termination of the merger agreement;

that the merger may not be completed in a timely manner; and

certain members of management of the Partnership, as a result of their ownership of Holdings Common Units, may have interests
that are different from those of Partnership unitholders.
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In the view of the Partnership Conflicts Committee, these factors did not outweigh the advantages of the merger. The Partnership Conflicts
Committee also reviewed a number of procedural factors relating to the merger, including, without limitation, the following factors:

that because of the possible conflicts of interest associated with the negotiations between the Partnership and Holdings leading to
agreement with respect to the merger, the Partnership Conflicts Committee was authorized (i) to explore, consider and, if
appropriate, develop a proposal to acquire Holdings, which proposal was to be reviewed by the Partnership Board prior to delivery to
the Holdings Board (the Proposed Transaction ), (ii) to negotiate the terms and conditions of the Proposed Transaction with
representatives of Holdings GP, subject to the final approval of the Partnership Board, and (iii) to determine whether to approve the
Proposed Transaction by Special Approval (as defined in the Partnership s existing partnership agreement);

that the Partnership Conflicts Committee consists of directors who are not affiliated with Holdings or Holdings GP;

that the terms and conditions of the proposed merger were determined through arms-length negotiations between the Partnership
Conflicts Committee and the Holdings Conflicts Committee and their respective representatives and advisors;

that the Partnership Conflicts Committee was given authority to select and compensate its legal, financial and other advisors in the
discretion of the Partnership Conflicts Committee;

that the Partnership Conflicts Committee retained and was advised by independent legal counsel experienced in advising on matters
of this kind;

that the Partnership Conflicts Committee retained and was advised by independent investment bankers experienced with publicly
traded limited partnerships to assist in evaluating the fairness of the merger;

that the Partnership Conflicts Committee received the fairness opinion of TudorPickering with respect to the consideration to be paid
in the merger; and

the fact that the former Holdings unitholders will hold a majority of the Partnership Common Units after the consummation of the
merger.
The foregoing discussion of the factors considered by the Partnership Conflicts Committee is not intended to be exhaustive, but it does set forth
the principal factors considered by the Partnership Conflicts Committee.

The Partnership Conflicts Committee reached its unanimous decision to recommend approval and adoption of the merger agreement and the
amended and restated partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership
Common Units pursuant to the merger agreement, in light of various factors described above and other factors that each member of the
Partnership Conflicts Committee believed were appropriate.

In view of the complexity of and wide variety of factors considered by the Partnership Conflicts Committee in connection with its evaluation of
these matters, the Partnership Conflicts Committee did not consider it practical, and did not attempt to quantify, rank or otherwise assign relative
weights to the specific factors it considered in reaching its decisions and did not undertake to make any specific determination as to whether any
particular factor, or any aspect of any particular factor, was favorable or unfavorable to the ultimate determinations. Rather, the Partnership
Conflicts Committee made its recommendations based on the totality of the information presented to it and the investigations conducted by it. In
considering the factors discussed above, individual directors may have given different weight to different factors.
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For the reasons set forth above and after further evaluation of the terms of the merger agreement, the Partnership Conflicts Committee which is
comprised of independent directors and was delegated authority by the Partnership Board to negotiate the terms and conditions of the merger
and any definitive documentation related to the merger and the transactions contemplated thereby, subject to final approval by the Partnership
Board,
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(1) has unanimously approved and declared the advisability of the merger agreement and the amended and restated partnership agreement and the
transactions contemplated thereby, including the merger and the issuance of Partnership Common Units pursuant to the merger agreement,

(ii) has determined that the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby,
including the merger and the issuance of Partnership Common Units pursuant to the merger agreement, are fair and reasonable to and in the best
interests of, the Partnership and the Partnership unitholders that are not affiliated with Holdings or its affiliates and (iii) intended that its approval
of the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the merger
and the issuance of Partnership Common Units pursuant to the merger agreement constituted Special Approval (as defined in the Partnership s
existing partnership agreement). Accordingly, the Partnership Conflicts Committee has recommended that the Partnership Board vote to approve
the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the merger and
the issuance of Partnership Common Units pursuant to the merger agreement. The Partnership Board, having considered the recommendation of
the Partnership Conflicts Committee and having reviewed and evaluated the merits of the merger, (i) has approved and declared the advisability
of the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby, including the merger
and the issuance of Partnership Common Units pursuant to the merger agreement, and (ii) has determined that the merger agreement and the
amended and restated partnership agreement and the transactions contemplated thereby, including the merger and the issuance of Partnership
Common Units pursuant to the merger agreement, are fair and reasonable to and in the best interests of, the Partnership and the Partnership
unitholders. Accordingly, the Partnership Board recommends that the Partnership unitholders vote FOR  the proposal to approve and adopt the
merger, the merger agreement and the transactions contemplated thereby. In addition, the Partnership Board recommends that the Partnership
unitholders vote FOR the proposal to approve and adopt the Partnership s amended and restated partnership agreement.

In considering the recommendation of the Partnership Board with respect to the merger, the merger agreement and the amended and restated
partnership agreement and the transactions contemplated thereby, you should be aware that some of the executive officers and directors of
Partnership GP have interests in the proposed transaction that are different from, or in addition to, the interests of Partnership unitholders
generally. The Partnership Conflicts Committee and the Partnership Board were aware of these interests in recommending approval and
adoption of the merger, the merger agreement and the amended and restated partnership agreement and the transactions contemplated thereby.
Please read Interests of Certain Persons in the Merger.

It should be noted that portions of this explanation of the reasoning of the Partnership Conflicts Committee and the Partnership Board and
certain information presented in this section is forward-looking in nature and, therefore, should be read along with the factors discussed under
the heading Forward-Looking Statements.

Recommendations of the Holdings Conflicts Committee and the Holdings Board

On July 12, 2010, the Holdings Board unanimously authorized the Holdings Conflicts Committee to (i) review and consider any offer by the
Partnership to acquire Holdings, by merger or otherwise, (ii) negotiate the terms and conditions of such a transaction, subject to final approval of
the Holdings Board, and (iii) determine whether to approve such a transaction by Special Approval (as defined in the Holdings partnership
agreement). The Holdings Conflicts Committee is comprised of three directors who are not (a) security holders, officer or employees of
Holdings GP, (b) officers, directors or employees of any affiliate of Holdings GP, including the Partnership GP, or (c) holders of any ownership
interest in Holdings or the Partnership other than Holdings Common Units or Partnership Common Units, and who also meet the independence
standards required to serve on an audit committee of a board of directors established by the Exchange Act and the rules and regulations of the
SEC thereunder and by the New York Stock Exchange.

At a meeting of the Holdings Conflicts Committee held on September 20, 2010, the Holdings Conflicts Committee reviewed with its legal
counsel the terms of the proposed merger agreement, the amended and
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restated partnership agreement of the Partnership and the amended and restated limited liability company agreement of the Partnership GP, and
received a presentation from its financial advisor concerning the financial analyses of the proposed merger. After considering the benefits and
potential risks of the transaction and other relevant factors, the Holdings Conflicts Committee unanimously (i) found and determined the merger,
the merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best interests of, Holdings and the
unaffiliated Holdings unitholders, (ii) approved and declared the advisability of the merger and the merger agreement, (iii) recommended the
Holdings Board approve and declare the advisability of the merger and the merger agreement, (iv) recommended the Holdings Board submit the
merger, the merger agreement and the transactions contemplated thereby to the Holdings unitholders for their approval and adoption and

(v) expressed its intent that such approval by the committee of the merger, the merger agreement and the transactions contemplated thereby
constitute Special Approval under the Holdings partnership agreement.

At a subsequent meeting on September 20, 2010, the Holdings Board met to consider the proposed merger and transaction documents. Based in
part on the determinations, recommendation and Special Approval of the Holdings Conflicts Committee, the Holdings Board, considering the
benefits and potential risks of the transaction and other relevant factors, unanimously (other than Mr. Shea, who was not in attendance and
recused himself) (i) found and determined that the merger, the merger agreement and the transactions contemplated thereby to be fair and
reasonable to, and in the best interests of, Holdings and the unaffiliated Holdings unitholders, (ii) approved and declared the advisability of the
merger and the merger agreement, (iii) determined that the merger, merger agreement and the transactions contemplated thereby would be
submitted for the adoption and approval by the Holdings unitholders at a special meeting and (iv) recommended to the Holdings unitholders that
they vote in favor of the approval and adoption of the merger, the merger agreement and the transactions contemplated thereby.

Accordingly, the Holdings Board unanimously (other than Mr. Shea, who was not in attendance and recused himself) recommends that the
Holdings unitholders vote in favor of the approval and adoption of the merger, the merger agreement and the transactions contemplated thereby.

In reaching its decision, the Holdings Conflicts Committee consulted with its legal counsel and financial advisor and considered a number of
factors, including, without limitation, the factors summarized below.

The Holdings Conflicts Committee considered the following factors that were generally positive or favorable to the approval and adoption of the
merger, the merger agreement and the transactions contemplated thereby:

after the merger, the Partnership will no longer have any incentive distribution rights, and, as a result, the Partnership s cost of equity
capital will be reduced;

the enhancement of the Partnership s ability to compete for new acquisitions and finance organic growth projects as a result of its
reduced cost of equity capital;

a common equity currency for the Partnership and Holdings could facilitate future acquisitions and mergers and enhance liquidity by
increasing the number of units outstanding and diversifying the universe of unitholders;

the Holdings unitholders will hold a public equity stake in the Partnership and participate in the expected benefits of the
operations of the Partnership, including any future unit price appreciation and/or distribution increases;

Partnership Common Units generally trade at lower multiples of various financial metrics and higher distributed cash flow yields
than the corresponding equity interests in other MLPs that have recently acquired or agreed to acquire their publicly traded general
partners;

based on the closing prices of Holdings Common Units and Partnership Common Units on September 17, 2010, the last trading day
before the Holdings Conflicts Committee meeting, the value of the
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consideration to be issued in the merger represented an implied LP Premium of 9.5% (and approximately a 9% and 18% implied LP
Premium based on the average closing prices of Holdings Common Units for the 5 and 20 trading days, respectively, preceding that
meeting);

based on the closing prices of Holdings Common Units and Partnership Common Units on September 17, 2010, the last trading day
before the Holdings Conflicts Committee meeting, the value of the consideration to be issued in the merger represented an implied
GP Interests Premium of 21.6%;

the implied yield premium for the Holdings GP Only Interests was consistent with the yield premiums in recent transactions
involving the acquisition by a MLP of its publicly traded general partner (and the proposed acquisitions of Enterprise GP Holdings
L.P. by Enterprise Products Partners L.P. and Inergy Holdings, L.P. by Inergy, L.P. included agreements by certain unitholders of the
target to forego cash distributions for agreed periods of time following the consummation of those transactions);

based on the value of the consideration to be issued in the merger, the implied distributed cash flow yield premium for the Holdings
GP Only Interest was 240 bps (implying a lower yield) relative to the current yield of 7.6% at September 17, 2010 for the Partnership
Common Units;

based on the closing prices of Partnership Common Units and Holdings Common Units as of September 17, 2010, the value of the
consideration to be issued in the merger implied a multiple of the consideration paid for the Holdings GP Only Interests over current
distributed cash flow with respect to the Holdings GP Only Interests less Holdings general and administrative expense of
approximately 19x;

the merger is expected to be long-term accretive to the distributable cash flow received by Holdings unitholders;

the pro forma increase of approximately 18% in distributions per unit expected to be received by Holdings unitholders based on
current distribution rates of Holdings and the Partnership;

the expectation that the Partnership would be able to maintain its current distribution growth rate assuming favorable market
conditions;

the merger is expected to result in a long-term increase in the growth rate of the Partnership s distributable cash flow per Partnership
Common Unit, thereby improving total return due to both valuation and potential distribution growth;

the merger will attract a broader investor base to a single, larger entity with increased public float and liquidity;

the merger will mitigate the risk of underperformance associated with the Partnership s underlying business to Holdings unitholders;

the merger and the transactions contemplated thereby will likely result in a capital structure and governance structure of the
Partnership that is more easily understood by the investing public;
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the favorable benefits of a streamlined organizational structure, including greater tax simplicity, simplified future credit
relationships and clearer responsibilities and duties of the Partnership to various stakeholders;

the fact that Holdings unitholders, as Partnership unitholders after the effective time, will be entitled to participate in the election of
all of the directors of the Partnership Board;

the merger will eliminate potential conflicts of interest that may arise as a result of a person being an officer of the Partnership GP
and Holdings GP and as a result of a person being a member of the board of directors of both the Partnership GP and Holdings GP;

the merger will eliminate the duplication of services required to maintain two public limited partnerships;
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as a result of the merger, Holdings will no longer be a reporting company, which is expected to save approximately $1.9 million
annually;

certain other communications from Holdings and the Partnership to their respective unitholders;

the fact that the number of Partnership Common Units to be received by the Holdings unitholders is fixed and that any increase or

decrease in the price of Partnership Common Units relative to the price of the Holdings Common Units will not impact such number,

and that accordingly the value of Partnership Common Units to be received by the Holdings unitholders in the merger may increase

as a result of fluctuations in the price of Partnership Common Units and that any such increase in value will not be limited by any
collar arrangement;

the financial analysis reviewed and discussed with the Holdings Conflicts Committee by representatives of Credit Suisse as well as
the oral opinion of Credit Suisse rendered to the Holdings Conflicts Committee on September 20, 2010 (which was subsequently
confirmed in writing by delivery of Credit Suisse s written opinion dated the same date) with respect to the fairness, from a financial
point of view, to the unaffiliated Holdings unitholders of the exchange ratio in the merger;

the current and prospective environment in which Holdings operates;

information concerning the businesses, assets, liabilities, results of operations, financial conditions and competitive positions and
prospects of the Partnership and Holdings, in each case, before and after the merger;

the probability that the Partnership and Holdings will be able to consummate the merger, including their ability to obtain any
necessary unitholder approvals;

the fact that the merger has been structured to avoid a change in control event of default under the Partnership s credit agreement;

the terms of the merger agreement permit the Holdings Board (or a committee thereof) to change its recommendation of the merger if
the Holdings Board (or committee thereof) has concluded in good faith, after consultation with its outside legal and financial
advisors, that the failure to make such a change in recommendation would be inconsistent with its fiduciary duties under the
Holdings partnership agreement and applicable law;

the terms of the merger agreement permit Holdings to enter into discussions with another party in response to an unsolicited written
offer, if the Holdings Board, after consultation with its outside legal and financial advisors, determines in good faith (a) that such
unsolicited written offer constitutes or is reasonably likely to constitute a superior proposal and (b) that the failure to take such action
would be inconsistent with its fiduciary duties under the Holdings partnership agreement and applicable law;

Holdings ability to terminate the merger agreement under certain conditions;

the possibility that the proposed carried interest legislation will be enacted during 2010 and apply only to subsequent tax years and
the potential material tax liability that could be incurred by the Holdings unitholders in the event either (i) a business combination
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transaction is consummated in subsequent years or (ii) Holdings unitholders continue to hold Holdings Common Units beyond the
current tax year;

Holdings unitholders, generally, should not recognize any income or gain, for U.S. federal income tax purposes, solely as a result of
the receipt of Partnership Common Units pursuant to the merger; and

the terms of the merger agreement, the amended and restated partnership agreement of the Partnership and the amended and restated
limited liability company agreement of the Partnership GP, including the conditions to closing which include the delivery of various
tax opinions.
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The Holdings Conflicts Committee also considered the following factors that weighed against approval and adoption of the merger, the merger
agreement and the transactions contemplated thereby:

the possibility that the proposed carried interest legislation could be enacted with a retroactive effective date or with an effective date
before consummation of the merger and the potential material tax liability that could be incurred;

the fact that the opinions of Vinson & Elkins and Akin Gump as to whether Partnership unitholders (other than Holdings) and
Holdings unitholders, respectively, would recognize a tax gain or loss are at a should level of certainty instead of a will level of
certainty;

the potential delay in timing with respect to the accretive benefit of the merger;

the merger is expected to be near-term dilutive to the Partnership s distributable cash flow per Partnership Common Unit;

the fact that the merger is expected to initially result in a limited decrease in the Partnership s distribution coverage ratio;

the fact that the merger will eliminate certain benefits associated with the incentive distribution rights in the event of increases in
distributions by the Partnership;

the bases on which the Holdings Conflicts Committee made its determination and recommendation to the Holdings Board, including
assumptions associated with consumption of coal, the price of commodities, cost of capital and other management projections, are
uncertain;

the fact that the number of Partnership Common Units to be received by the Holdings unitholders is fixed and that any increase or

decrease in the price of Partnership Common Units relative to the price of Holdings Common Units will not impact such number,

and that accordingly the value of Partnership Common Units to be received by the Holdings unitholders in the merger may decrease

as a result of fluctuations in the price of Partnership Common Units and that any such decrease in value will not be limited by any
collar arrangement;

there can be no assurance that the capital requirements necessary to fund the continued growth of the Partnership can be funded
through the simplified capital structure;

the capital requirements necessary to fund the continued growth of the combined Partnership s businesses will be significant, and
there can be no assurance that they can be funded from operating cash flows;

the risk that potential benefits sought in the merger may not be fully realized;

the risk that no substantial synergies will be realized through the merger;
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the risk that the merger may not be completed in a timely manner;

the diversion of management and employee attention, at potentially significant cost and the potential disruption to the business of
Holdings and the Partnership;

the terms under which the Partnership Board or the Partnership Conflicts Committee may change its recommendation to Partnership
unitholders to approve the merger agreement and terminate the merger agreement;

the merger may not be consummated as a result of a failure to satisfy the conditions contained in the merger agreement, including the
failure to receive applicable unitholder or regulatory approvals;

the potential adverse effects on Holdings business, operations and financial condition if the merger is not completed following public
announcement of the execution of the merger agreement;

the elimination of certain control rights that Holdings possesses with respect to the Partnership;

the limitations on Holdings ability to solicit other offers;
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the fact that Holdings may be required in certain circumstances to pay to the Partnership a termination fee of $18.0 million upon
termination of the merger agreement;

the possibility, under certain circumstances, that Holdings could be required to reimburse the Partnership for up to $6.0 million in
expenses incurred by the Partnership in connection with the merger; and

certain members of management of Holdings and Holdings GP may have interests that are different from those of Holdings
unitholders.
In the view of the Holdings Conflicts Committee, these factors did not outweigh the advantages of the merger, the merger agreement and the
transactions contemplated thereby. The Holdings Conflicts Committee also reviewed a number of procedural factors:

that because of the possible conflicts of interest associated with the negotiation between the Partnership and Holdings leading to
agreement with respect to the merger, the Holdings Conflicts Committee was delegated the power and authority to negotiate a
potential merger, and make a recommendation to the Holdings Board with respect to a merger;

that because of the aforementioned possible conflicts of interest, William H. Shea, Jr., who serves on both the Partnership Board and
the Holdings Board, recused himself from participating in all discussions, deliberations and voting on the merger;

the Holdings Conflicts Committee consists of directors who are not affiliated with the Partnership or the Partnership GP and who are
not executive officers of Holdings GP;

the Holdings Conflicts Committee was given authority to select and compensate its legal counsel and financial advisors in the
discretion of the Holdings Conflicts Committee;

the Holdings Conflicts Committee retained independent legal counsel and financial advisors with knowledge and experience with
respect to public company M&A transactions and the energy industry generally, as well as substantial experience advising master
limited partnerships and other companies with respect to transactions similar to the proposed transaction;

the terms and conditions of the proposed merger were determined through arm s-length negotiations between the Partnership
Conflicts Committee and the Holdings Conflicts Committee and their respective representatives and advisors;

the financial analysis reviewed and discussed with the Holdings Conflicts Committee by representatives of Credit Suisse; and

the Holdings Conflicts Committee received the oral opinion of Credit Suisse on September 20, 2010 (which was subsequently
confirmed in writing by delivery of Credit Suisse s written opinion dated the same date) with respect to the fairness, from a financial
point of view, to the unaffiliated Holdings unitholders of the exchange ratio.
The foregoing discussion of the factors considered by the Holdings Conflicts Committee is not intended to be exhaustive, but it does set forth the
principal factors considered by the Holdings Conflicts Committee.
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The Holdings Conflicts Committee reached its unanimous decision to recommend approval and adoption of the merger, the merger agreement
and the transactions contemplated thereby in light of various factors described above and other factors that each member of the Holdings
Conflicts Committee believed were appropriate.

In view of the complexity of and wide variety of factors considered by the Holdings Conflicts Committee in connection with its evaluation of
these matters, the Holdings Conflicts Committee did not consider it practical, and did not attempt to quantify, rank or otherwise assign relative
weights to the specific factors it considered in reaching its decisions and did not undertake to make any specific determination as to whether any
particular
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factor, or any aspect of any particular factor, was favorable or unfavorable to the ultimate determinations. Rather, the Holdings Conflicts
Committee made its recommendations based on the totality of the information presented to it and the investigations conducted by it. In
considering the factors discussed above, individual directors may have given different weight to different factors.

For the reasons set forth above and after further evaluation of the terms of the merger agreement, the Holdings Conflicts Committee
unanimously (i) found and determined the merger, the merger agreement and the transactions contemplated thereby to be fair and reasonable to,
and in the best interests of, Holdings and the unaffiliated Holdings unitholders, (ii) approved and declared the advisability of the merger and the
merger agreement, (iii) recommended the Holdings Board approve and declare the advisability of the merger and the merger agreement,

(iv) recommended the Holdings Board submit the merger, the merger agreement and the transactions contemplated thereby to the Holdings
unitholders for their approval and adoption and (v) expressed its intent that such approval by the committee of the merger, the merger agreement
and the transactions contemplated thereby constitute Special Approval under the Holdings partnership agreement.

Based in part on the Holdings Conflicts Committee s determination, Special Approval and recommendation, and after further deliberations and
evaluation of the terms of the merger agreement, the Holdings Board (other than Mr. Shea, who recused himself) has unanimously (i) found and
determined that the merger, the merger agreement and the transactions contemplated thereby to be fair and reasonable to, and in the best interests
of, Holdings and the unaffiliated Holdings unitholders, (ii) approved and declared the advisability of the merger and the merger agreement,

(iii) determined that the merger, merger agreement and the transactions contemplated thereby would be submitted for the approval and adoption
by the Holdings unitholders at a special meeting and (iv) recommended to the Holdings unitholders that they vote FOR the approval and
adoption of the merger, the merger agreement and the transactions contemplated thereby.

In considering the recommendation of the Holdings Board with respect to the merger, the merger agreement and the transactions contemplated
thereby, you should be aware that some of the executive officers and directors of Holdings GP have interests in the proposed transaction that are
different from, or in addition to, the interests of Holding s unitholders generally. The Holdings Conflicts Committee and the Holdings Board
were aware of these interests in recommending approval and adoption of the merger, the merger agreement and the transactions contemplated
thereby. Please read Interests of Certain Persons in the Merger.

It should be noted that portions of this explanation of the reasoning of the Holdings Conflicts Committee and the Holdings Board and certain
information presented in this section is forward-looking in nature and, therefore, should be read along with the factors discussed under the
heading Forward-Looking Statements.

Certain Financial Projections Prepared by Management

In connection with the proposed merger, management of the Partnership GP and Holdings GP prepared projections for the Partnership on a
stand-alone basis. Management initially prepared these projections, which we refer to as the initial projections, based on existing operations and
specifically identified growth capital expenditures. Management subsequently revised its projections to, among other things, reflect incremental
EBITDA from identified growth capital expenditures in 2013 and 2014, maintenance capital and reserve replacement expenditure projections

and to include certain adjustments for phantom equity units. The initial projections, as revised, which we refer to as the revised projections, were
approved by management for use by TudorPickering and Credit Suisse in connection with the preparation of their opinions to the Partnership
Conflicts Committee and the Holdings Conflicts Committee, respectively. The revised projections were discussed by Credit Suisse with the
Holdings Conflicts Committee and by TudorPickering with the Partnership Conflicts Committee. There have been no material changes in the
Partnership s operations or performance or in any of the projections or assumptions upon which they are based since the delivery of the opinions
of Credit Suisse on September 20, 2010, and TudorPickering on September 21, 2010, and no such material changes are currently anticipated to
occur before the special meetings of Holdings or the Partnership. The summary of the
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revised projections set forth below is included in this joint proxy statement/prospectus only because the revised projections were approved by
management for use by the respective conflicts committees financial advisors and reviewed with the Partnership Conflicts Committee and the
Holdings Conflicts Committee in connection with the merger.

In August 2010, management of the Partnership GP and Holdings GP discussed with the financial advisors to the Partnership Conflicts
Committee and the Holdings Conflicts Committee management s projection that the Partnership would be able to consummate an average of
$100 million annually in unidentified acquisitions through 2014 at purchase prices reflecting an 8.5x EBITDA multiple, which we refer to as the
projected unidentified acquisitions. Management also discussed with TudorPickering and Credit Suisse the uncertainty associated with
projecting the amount, timing and financial implications of unidentified acquisitions. Based in part on discussions with management regarding
the risks and uncertainty associated with projecting the amount, timing and financial implications of unidentified acquisitions and in the absence
of a financial model prepared by management that reflected the projected unidentified acquisitions, Credit Suisse and the Holdings Conflicts
Committee understood the projected unidentified acquisitions to reflect a hypothetical and speculative scenario and, consequently, Credit Suisse
primarily relied upon the revised projections in rendering its opinion to the Holdings Conflicts Committee on September 20, 2010. At the request
of the Holdings Conflicts Committee, on October 18, 2010, Credit Suisse confirmed to the Holdings Conflicts Committee that if, in addition to
the revised projections, it had, prior to September 20, 2010, been provided by management with the projection case set forth below reflecting the
projected unidentified acquisitions, which we refer to as the additional projections, and Credit Suisse and the Holdings Conflicts Committee had
understood that both the revised projections and the additional projections represented management s best estimate with respect to the future
financial performance of the Partnership, Credit Suisse would still have been able to render its opinion to the Holdings Conflicts Committee on
September 20, 2010 subject to the assumptions, qualifications, limitations and other matters set forth therein.

The inclusion of the following summary of the revised projections and the additional projections in this joint proxy statement/prospectus should
not be regarded as an indication that either the Partnership or Holdings or their respective representatives or advisors considered or consider the
revised projections or the additional projections to be a reliable or accurate prediction of future performance or events, and the summary of such
projections set forth below should not be relied upon as such.

The summary of the projections set forth below was not prepared with a view to compliance with the published guidelines of the SEC or the
guidelines established by the American Institute of Certified Public Accountants regarding projections or forecasts. In addition, the summary of
the projections is not presented in accordance with GAAP. The projections, including the summary of the projections in this joint proxy
statement/ prospectus, have been prepared by, and are the responsibility of, management of Holdings GP and the Partnership GP. Neither KPMG
LLP, nor any other independent registered public accounting firm, has compiled, examined or performed any procedures with respect to the
prospective financial information contained in the projections set forth below and, accordingly, KPMG LLP does not express an opinion or any
other form of assurance with respect thereto. The KPMG LLP reports incorporated by reference in this joint proxy statement/prospectus relate to
historical financial information of the Partnership and Holdings. Such reports do not extend to the projections and should not be read to do so.

The internal financial forecasts of the Partnership upon which the projections are based are, in general, prepared solely for internal use to assist
in various management decisions, including with respect to capital budgeting. Such internal financial forecasts are inherently subjective in
nature, susceptible to interpretation and accordingly such forecasts may not be achieved. The internal financial forecasts also reflect numerous
assumptions made by management, including material assumptions that may not be realized and are subject to significant uncertainties and
contingencies, all of which are difficult to predict and many of which are beyond the control of the preparing party. Accordingly, there can be no
assurance that the assumptions made in preparing the internal financial forecasts upon which the projections are based will prove accurate. There
will be differences
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between actual and forecasted results, and the differences may be material. The risk that these uncertainties and contingencies could cause the
assumptions to fail to be reflective of actual results is further increased due to the length of time in the future over which these assumptions
apply. The assumptions in early periods have a compounding effect on the projections shown for the later periods. Thus, any failure of an
assumption to be reflective of actual results in an early period would have a greater effect on the projected results failing to be reflective of
actual events in later periods. You should consider the risks identified in the Partnership s and Holdings most recent Annual Reports on Form
10-K and Quarterly Reports on Form 10-Q, which are incorporated by reference into this joint proxy statement/prospectus, and the matters
discussed elsewhere in this joint proxy statement/prospectus under Forward-Looking Statements.

In developing the projections, management of the Partnership GP and Holdings GP made numerous material assumptions with respect to the
Partnership, including:

organic growth and acquisition opportunities and the amounts and timing of related costs and potential economic returns;

the availability and cost of capital;

the cash flow from existing assets and business activities, including assumptions related to royalty coal tonnage in the Partnership s
coal and natural resources management segment and throughput volumes in the Partnership s midstream segment;

the commodity prices of natural gas, crude oil and composite NGLs, and the impact they have on the Partnership s commodity related
activities in its midstream segment; and

other general business, market and financial assumptions.
All of these assumptions involve variables making them difficult to predict, and most are beyond the control of the Partnership and Holdings.
Although management of the Partnership GP and Holdings GP believes that there was a reasonable basis for the projections and underlying
assumptions, any assumptions for near-term projected cases remain uncertain, and the risk of inaccuracy increases with the length of the
forecasted period.

Among other financial information, management of the Partnership GP and Holdings GP prepared management projections of distributable cash
flow. The revised projections for the Partnership were prepared based on the assumption that the Partnership would invest approximately $325
million on identified growth capital expenditures from 2010 through 2014. In addition, the revised projections were based on assumed annual
maintenance capital expenditures in 2011 through 2014 in the range of $14 to $15 million and also assumed $24 million in annual reserve
replacement capital in 2011 through 2014. The reduction in distributable cash flow due to the assumption of such annual reserve replacement
capital has been offset by a reduction in management s targeted cash distribution coverage ratio from approximately 1.20x to 1.05x.

The initial projections were initially provided to the Partnership Conflicts Committee in July 2010 and to the Holdings Conflicts Committee in
August 2010. The revised projections were provided to both conflicts committees financial advisors in September 2010. The revised projections
were based on management assumptions as of the dates of their preparation and have not been updated since that time. Distributable cash flow as
set forth in the table below may not be indicative of distributable cash flow generated in the future.

Revised Projections

2011E 2012E 2013E 2014E

($ in millions, except per unit amounts)
Distributable Cash Flow (1) $ 146 $ 155 $ 161 $ 160
Distributable Cash Flow per Partnership Common Unit (1) $2.08 $2.17 $2.23 $2.22
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(1) Distributable Cash Flow and Distributable Cash Flow per Partnership Common Unit are after assumed reserve replacement capital, as well
as assumed annual maintenance capital expenditures, for each of the projection periods presented, but they do not include the projected
unidentified acquisitions.

In order to show the potential impact on the revised projections of the projected unidentified acquisitions, we have included below additional

projections prepared by management after approval of the merger agreement by the parties that adjusts the revised projections set forth above to

reflect the inclusion of the projected unidentified acquisitions. The preparation of the additional projections set forth below requires various
other assumptions in addition to assuming an average of $100 million annually in unidentified acquisitions through 2014 at purchase prices
reflecting an 8.5x EBITDA multiple, financed with approximately equal amounts of debt and equity. The summary of the distributable cash flow
below may not be indicative of distributable cash flow in the future.

Additional Projections

(Including an Average of $100 Million Annually in Unidentified Acquisitions)

2011E 2012E 2013E 2014E

($ in millions, except per unit amounts)
Distributable Cash Flow (1) $ 149 $ 165 $ 178 $ 184
Distributable Cash Flow per Partnership Common Unit (1) $2.09 $2.18 $2.24 $2.24

(1) Distributable Cash Flow and Distributable Cash Flow per Partnership Common Unit are after assumed reserve replacement capital, annual
maintenance capital expenditures and an average of an additional $100 million annually for unidentified acquisitions for each of the
periods presented.

Projections are forward-looking statements and are subject to risks and uncertainties. Accordingly, the assumptions made in preparing the

projections may not prove to be reflective of actual results, and actual results may be materially different than those contained in the projections.

Neither the Partnership nor Holdings intends to make publicly available any update or other revisions to the projections to reflect circumstances

existing after the date of the projections. None of KPMG LLP, TudorPickering, Credit Suisse nor any of their respective representatives assumes

any responsibility for the validity, reasonableness, accuracy or completeness of the projected financial information, and neither the Partnership
nor Holdings has made any representations to Partnership unitholders or Holdings unitholders regarding such information. The inclusion of the
projections in this joint proxy statement/prospectus should not be regarded as an indication that the conflicts committees financial advisors, the

Partnership Conflicts Committee or the Holdings Conflicts Committee considered the projections predictive of actual/future events or that the

projections should be relied on for that purpose. In light of the uncertainties inherent in any projected data, Partnership unitholders and Holdings

unitholders are cautioned not to rely on the foregoing projections.

Opinion of Tudor, Pickering, Holt & Co. Securities, Inc. Financial Advisor to the Partnership Conflicts Committee

At a meeting of the Partnership Conflicts Committee held on September 20, 2010, TudorPickering delivered to the Partnership Conflicts
Committee its oral opinion, which was subsequently confirmed in TudorPickering s written opinion dated September 21, 2010, that, as of the
date of such opinion, and based upon and subject to the factors and assumptions set forth in the opinion, the consideration to be paid by the
Partnership pursuant to the merger agreement was fair, from a financial point of view, to Partnership unitholders that are not affiliated with
Holdings or its affiliates.

The opinion speaks only as of the date it was delivered and not as of the time the merger will be completed or any other time. The opinion does
not reflect any circumstances, developments or events that may occur or
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have occurred since September 21, 2010, which could significantly alter the value of Holdings or the Partnership or the trading prices of the
Holdings Common Units or the Partnership Common Units, which are among the factors on which TudorPickering s opinion was based.

The full text of the TudorPickering opinion, dated September 21, 2010, which sets forth, among other things, the assumptions made,
procedures followed, matters considered, and qualifications and limitations of the review undertaken by TudorPickering in rendering
its opinion, is attached as Annex C to this proxy statement/prospectus and is incorporated herein by reference. The summary of the
TudorPickering opinion set forth in this proxy statement/prospectus is qualified in its entirety by reference to the full text of the written
opinion. Partnership unitholders are urged to read the TudorPickering opinion carefully and in its entirety. TudorPickering provided
its opinion for the information and assistance of the Partnership Conflicts Committee in connection with its consideration of the merger.
The TudorPickering opinion does not constitute a recommendation to any Partnership unitholder as to how such Partnership
unitholder should vote with respect to the merger or any other matter.

TudorPickering s opinion and its presentation to the Partnership Conflicts Committee were among many factors taken into consideration by the
Partnership Conflicts Committee in making its recommendation regarding the merger.

In connection with rendering its opinion described above and performing its related financial analyses, TudorPickering reviewed the following,
among other things:

the merger agreement;

the form of the Partnership GP s amended and restated limited liability company agreement;

the form of the Partnership s amended and restated partnership agreement;

annual reports to Holdings unitholders for the years ended December 31, 2006 and December 31, 2007 and Annual Reports on Form
10-K of Holdings for the four years ended December 31, 2009;

annual reports to Partnership unitholders and Annual Reports on Form 10-K of the Partnership for the five years ended December 31,
2009;

certain interim reports to unitholders and Quarterly Reports on Form 10-Q of Holdings and the Partnership;

certain internal financial information and forecasts for Holdings and the Partnership prepared by the management of Holdings and
the Partnership (the Forecasts );

certain publicly available research analyst reports with respect to the future financial performance of Holdings and the Partnership,
which TudorPickering discussed with senior management of Holdings and the Partnership; and

certain cost savings and operating synergies projected by the management of Holdings and the Partnership to result from the merger
(the Synergies ).
TudorPickering also held discussions with members of senior management of Holdings and the Partnership regarding their assessment of the
strategic rationale for, and the potential benefits of, the merger and the past and current business operations, financial condition and future
prospects of Holdings, the Partnership and their respective subsidiaries. In addition, TudorPickering reviewed the reported unit price and trading
activity for Holdings Common Units and Partnership Common Units, compared certain financial and stock market information for Holdings and
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the Partnership with similar information for certain other limited partnerships and their general partners the securities of which are publicly
traded, compared the financial terms of the merger agreement with the financial terms of certain recent business combinations of MLPs, and
performed such other studies and analyses, and considered such other factors, as TudorPickering considered appropriate.
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For purposes of its opinion, TudorPickering assumed and relied upon, without assuming any responsibility for independent verification, the
accuracy and completeness of all of the financial, accounting, legal, tax and other information provided to, discussed with or reviewed by or for
it, or publicly available. In that regard, TudorPickering assumed with the Partnership Conflicts Committee s consent that the Forecasts and
Synergies were reasonably prepared on a basis reflecting the best estimates available at that time and the judgments of the Partnership and
Holdings and that such Forecasts and Synergies will be realized in the amounts and within the time periods contemplated thereby.
TudorPickering also assumed that all governmental, regulatory and other consents or approvals necessary for the consummation of the merger
will be obtained without any material adverse effect on the Partnership, any of the other parties to the merger agreement, Partnership unitholders
or the expected benefits of the merger in any meaningful way to TudorPickering s analysis and assumed that the merger will be consummated on
the terms described in the merger agreement, without any waiver or modification of any material terms or conditions. In addition,
TudorPickering has not made an independent evaluation or appraisal of the assets and liabilities (including any contingent, derivative or
off-balance-sheet assets and liabilities) of Holdings, the Partnership or any of their respective subsidiaries, and has not been furnished with any
such evaluation or appraisal.

TudorPickering s opinion is necessarily based upon the economic, monetary, market and other conditions as in effect on, and the information
made available to it as of, September 21, 2010. TudorPickering has not assumed and has disclaimed expressly any responsibility or obligation to
update, revise or reaffirm its opinion based on circumstances, developments or events occurring after the date of its opinion.

The estimates contained in TudorPickering s analyses and analyses based upon forecasts of future results are not necessarily indicative of future
results, which may be significantly more or less favorable than suggested by such analyses. In addition, analyses relating to the value of
businesses or assets neither purport to be appraisals nor do they necessarily reflect the prices at which businesses or assets may actually be sold.
Accordingly, as TudorPickering s analyses and estimates are based upon numerous factors and events beyond the control of the parties and their
respective advisors, they are inherently subject to substantial uncertainty, and none of TudorPickering, the Partnership, the Partnership Conflicts
Committee or any other person assumes responsibility if future results are materially different from those forecast.

TudorPickering s opinion does not address the relative merits of the merger as compared to any alternative transaction that might be available to
the Partnership, nor does it address the underlying business decision of the Partnership to engage in the merger. TudorPickering s opinion relates
solely to the fairness, from a financial point of view, to Partnership unitholders that are not affiliated with Holdings or its affiliates of the
consideration to be paid by the Partnership pursuant to the merger agreement. TudorPickering does not express any view on, and its opinion does
not address, any other term or aspect of the merger agreement, the Partnership s amended and restated partnership agreement, the Partnership
GP s amended and restated limited liability company agreement or the merger, including, without limitation, the fairness of the merger to, or any
consideration received in connection therewith by, creditors or other constituencies of Holdings or the Partnership; nor as to the fairness of the
amount or nature of any compensation to be paid or payable to any of the officers, directors or employees of Holdings or the Partnership, or any
other class of such persons, in connection with the merger, whether relative to the merger consideration pursuant to the merger agreement or
otherwise. TudorPickering has not been asked to consider, and its opinion does not address, the price at which Partnership Common Units will
trade at any time. TudorPickering did not render any legal, regulatory, tax or accounting advice to the Partnership Conflicts Committee in
connection with the merger.

The following is a summary of the material analyses employed and factors considered by TudorPickering in rendering its opinion to the
Partnership Conflicts Committee. The following summary, however, does not purport to be a complete description of the financial analyses
performed by TudorPickering, nor does the order of analyses described represent relative importance or weight given to those analyses by
TudorPickering. Some of the summaries of the financial analyses described below include information presented in tabular format. The tables
must be read together with the full text of each summary and alone are not a complete description of
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TudorPickering s financial analyses. Except as otherwise noted, the following quantitative information, to the extent that it is based on market
data, is based on market data as it existed on or before September 17, 2010 and is not necessarily indicative of current market conditions.

Summary of Valuation Methodologies

TudorPickering evaluated the fairness of the merger consideration by using the following valuation methodologies:

historical exchange ratio analysis;

premiums paid analysis;

selected trading metrics analysis;

selected transaction metrics analysis;

relative discounted cash flow analysis;

contribution analysis; and

pro forma combination analysis.
In performing its analysis, TudorPickering analyzed data under five different Forecasts, as generally described below:

The first case, which is referred to below as Management s Revised Case, was prepared by senior management and assumes the

Partnership s existing business as well as planned organic growth projects and contracted acquisitions, but excludes senior

management s projection of an additional $100 million annually for unidentified acquisitions from 2011 through 2014. Please read
Certain Financial Projections Prepared by Management.

The second case, which is referred to below as the Acquisition Case, includes Management s Revised Case as described above and, in
addition, includes senior management s projection of unidentified acquisitions or growth capital expenditures based on parameters
provided by senior management, which parameters were $100 million per year of unidentified acquisitions or growth capital
expenditures, which capital expenditures would occur mid-year, with cash flow based on an 8.5x EBITDA multiple, EBITDA
growth of 3% per annum and maintenance capital expenditures equal to 10% of EBITDA. The Acquisition Case assumed that
unidentified acquisitions or growth capital expenditures were financed with new debt up to a maximum total Partnership debt equal
to 3.5x the last 12 months EBITDA pro forma for the unidentified acquisitions or growth capital expenditures, bearing interest at an
8.25% interest rate, before an underwriting discount of 1%, with the remainder funded with equity issued at a yield of 7.6%, before
an underwriting and marketing discount of 5%. These financing assumptions are within the range of parameters provided to
TudorPickering by senior management, but are not identical to the financing assumptions used in the additional Partnership
projections prepared by the Partnership. Please read  Certain Financial Projections Prepared by Management.

The remaining three cases, which together are referred to below as the Acquisition Case Sensitivities, include commodity price
sensitivities on the Acquisition Case as described above, using crude oil, natural gas and natural gas liquids commodity prices of
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(i) strip prices as of July 13, 2010 for crude oil and natural gas and the average relationship of natural gas liquids prices to crude oil
prices over the last 12 months, (ii) Bloomberg consensus prices for crude oil and natural gas and the average relationship of natural
gas liquids prices to crude oil prices over the last 12 months, and (iii) 10 year average prices for crude oil and natural gas, rounded to
the nearest $5/barrel for crude oil and $0.50/mcf for natural gas, and the average relationship of natural gas liquids prices to crude oil
prices over the last nine years.
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TudorPickering compared the exchange ratio in the merger of 0.98 Partnership Common Units for each Holdings Common Unit to selected
implied historical exchange ratios between Holdings and the Partnership derived by dividing the closing price of a Holdings Common Unit by
the closing price of a Partnership Common Unit as of September 17, 2010 and by averaging the exchange ratios calculated using daily closing
prices during selected trading periods from December 4, 2006, the date of the initial public offering of Holdings Common Units, through
September 17, 2010.

The following table sets forth the results of these analyses:

Average Exchange

Ratio

September 17, 2010 Closing 0.895x
3-Month Average 0.847x
6-Month Average 0.826x
1-Year Average 0.788x
2-Year Average 0.876x
Average since Holdings Initial Public Offering (December 4,

2006) 0.963x

Premiums Paid Analysis

TudorPickering reviewed certain publicly available information related to selected general partner transactions to calculate the amount of the
premiums paid by the acquirers to the target companies unitholders or stockholders. TudorPickering calculated the premiums paid relative to the
target s closing price one, seven and 30 calendar days prior to the first public announcement of an offer by the acquirer in the following
transactions:

Announcement
Date of Final Offer Target Acquirer
9/7/2010 Enterprise GP Holdings L.P. Enterprise Products Partners, L.P.
8/9/2010 Inergy Holdings, L.P. Inergy, L.P.
6/11/2010 Buckeye GP Holdings L.P. Buckeye Partners, L.P.
3/3/2009 Magellan Midstream Holdings, L.P. Magellan Midstream Partners, L.P.
11/3/2009 Hiland Holdings GP, LP Affiliates of Harold Hamm
9/5/2007 MarkWest Hydrocarbon, Inc. MarkWest Energy Partners LP
6/19/2006 TransMontaigne Inc. Morgan Stanley Capital Group Inc.
11/1/2004 Kaneb Services LLC Valero L.P.
30 Calendar
1 Calendar Day 7 Calendar Days Days
Prior Prior Prior
Mean 23% 22% 24%
Median 22% 21% 19%

The implied premiums to Holdings unitholders relative to the closing price of Holdings Common Units one, seven and 30 calendar days prior to
September 20, 2010 were 9%, 9% and 25%, respectively.

Selected Trading Metrics Analysis

TudorPickering reviewed and compared certain financial, operating and stock market information for three publicly traded holding companies of
general partners of MLPs ( Public GPs ) Alliance Holdings GP, L.P., Energy Transfer Equity L.P., and NuStar GP Holdings, LLC. TudorPickering
did not include certain Public GPs, such as Atlas Pipeline Holdings, L.P. and Crosstex Energy, Inc., that have suspended paying distributions
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and are therefore seen as distressed, nor did TudorPickering include Buckeye GP Holdings L.P., Enterprise GP Holdings L.P. and Inergy
Holdings, L.P., which are the subject of pending merger transactions.
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For each of the comparable Public GPs, using third-party research estimates and publicly available information, TudorPickering calculated the
estimated multiples for 2010 and 2011 of (a) total equity value to total cash flow and (b) the implied equity value (the Implied GP Equity Value )
of the combined general partner interest and incentive distribution rights owned by the Public GP (but excluding any common or subordinated or
similar units of the underlying MLP) (the Combined GP Interest ) to cash flow from the underlying MLP attributable to the Combined GP
Interest ( Combined GP Interest Cash Flow ). For each comparable Public GP, TudorPickering calculated the total equity value by multiplying the
number of fully diluted units using the treasury stock method as of the most recently reported date by the closing price per common unit on
September 17, 2010 and calculated the Implied GP Equity Value by subtracting the then-current market value of limited partner units owned by

the Public GP from the total equity value. The Combined GP Interest Cash Flow includes the cash flow that such Public GP would be entitled to
receive in respect of its general partner interest and incentive distribution rights, less any general and administrative, interest and other expenses

of the Public GP, and the cash flow attributable to the Public GP includes the cash flow that such Public GP would be entitled to receive in

respect of its general partner interest, incentive distribution rights and limited partner interests, less any general and administrative, interest and
other expenses of the Public GP. TudorPickering then calculated these multiples for Holdings based on Management s Revised Case and the
Acquisition Case forecasts for fiscal years ending December 31, 2010 and 2011.

The following table sets forth the results of these analyses:

Total Equity Value as a Multiple Implied GP Equity Value as a Multiple
of Total Cash Flow of Combined GP Interest Cash Flow

2010 Estimated 2011 Estimated 2010 Estimated 2011 Estimated
Management s Revised Case 15.5x 13.3x 18.8x 14.5x
Acquisition Case 15.5x 13.1x 18.8x 14.1x

Comparable GPs:

Low 16.3x 14.6x 16.1x 14.2x
High 20.4x 17.6x 21.9x 18.6x
Mean 17.9x 16.2x 19.2x 17.0x
Median 16.9x 16.5x 19.5x 18.3x

Selected Transactions Metrics Analysis

Using publicly available information, TudorPickering calculated multiples for the last twelve months, next fiscal year and subsequent fiscal year
of (a) total equity value to total cash flow and (b) Implied GP Equity Value to Combined GP Interest Cash Flow, based on the implied purchase
prices paid in selected publicly announced transactions. The selected transactions were chosen because the target companies were deemed to be
similar to Holdings in one or more respects, including the fact that they are holding companies of general partners and other interests in MLPs.
In addition to analyzing all of the selected transactions as a group, TudorPickering also analyzed a subset of the selected transactions based on
whether the general partners were entitled to receive 45% or more of any incremental distributions coming from the underlying MLP, referred to
as the High Split Transactions. TudorPickering then calculated these multiples for Holdings based on Management s Revised Case and the
Acquisition Case. Holdings is entitled to receive 50% of incremental distributions from the Partnership.
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The following table sets forth the selected transactions reviewed:

Acquirer
Enterprise Products Partners L.P.
Inergy, L.P.
First Reserve Corporation/Crestwood Midstream Partners 11, LLC
Buckeye Partners, L.P.
Energy Transfer Equity, L.P.
Quintana Capital Group, L.P.
Magellan Midstream Partners, L.P.
MarkWest Energy Partners, L.P.
General Electric Capital Corporation
ArcLight Capital Partners, LLC, Kelso & Company and Lehman Brothers
Holdings Inc.
Morgan Stanley Capital Group
Plains All American Pipeline, L.P.
Enterprise GP Holdings L.P.
Valero L.P.
ONEOK, Inc.
Enterprise Products Partners L.P.
The following table sets forth the results of these analyses:

Total Equity Value as a Multiple of

Target
Enterprise GP Holdings L.P.
Inergy Holdings, L.P.
Quicksilver Gas Services GP LLC
Buckeye GP Holdings L.P.
Regency GP LP
Genesis Energy, LLC
Magellan Midstream Holdings, L.P.
MarkWest Hydrocarbon, Inc.
Regency GP LP
Buckeye GP Holdings L.P.

TransMontaigne Inc.

Pacific Energy Partners, L.P.

TEPPCO GP, Inc.

Kaneb Services LLC

Northern Plains Natural Gas Company, LLC
GulfTerra Energy Company, L.L.C.

Implied GP Equity Value as a Multiple
of

Total Cash Flow Combined GP Interest Cash Flow
Subsequent
Last Twelve  Next Fiscal Fiscal Last Twelve Next Fiscal Subsequent
Months Year Year Months Year Fiscal Year

Holdings Implied Multiples:
Management s Revised Case 15.5x 13.3x 12.3x 18.8x 14.5x 12.7x
Acquisition Case 15.5x 13.1x 11.8x 18.8x 14.1x 11.8x
All Transactions Implied Multiples:
High 107.6x 103.4x 84.9x 1870.3x 1496.2x 748.1x
Low 12.1x 9.5x 6.1x 12.1x 9.5x 6.1x
Median 22.2x 21.4x 18.3x 24.7x 23.4x 21.2x
Mean 27.1x 25.2x 21.0x 176.3x 134.3x 73.0x
High Split Transactions Implied Multiples:
High 28.1x 25.4x 22.3x 30.7x 27.5x 22.5x
Low 12.1x 9.5x 6.1x 12.1x 9.5x 6.1x
Median 17.9x 17.4x 14.3x 18.9x 18.4x 14.4x
Mean 19.4x 17.3x 14.6x 20.0x 17.9x 14.9x

Relative Discounted Cash Flow Analysis

TudorPickering utilized a discounted cash flow analysis to derive valuation ranges for the Combined GP Interest per Holdings Common Unit
and for each Partnership Common Unit, which were then used to calculate implied exchange ratios. A discounted cash flow analysis is a
traditional valuation methodology used to derive a valuation of an asset by calculating the present value of estimated future cash flows of the

asset.
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cash flows or amounts by a discount rate that takes into account macroeconomic assumptions and estimates of risk, the opportunity cost of
capital, expected returns and other appropriate factors. The terminal multiple is a factor multiplied by the forecasted cash flows for the final year
of the forecast period to estimate the future value of the entity, which value is then discounted back to the present using the chosen discount rate
and added to the present value of the estimated future cash flows to attain an estimate of, in this case, the equity value of the firm.

TudorPickering performed a discounted cash flow analysis of Holdings and the Partnership using each of the Forecasts, terminal multiples of
15x to 20x for the Combined GP Interest and 11x to 14x for the Partnership Common Units and discount rates of 13% to 17% for the Combined
GP Interest and 10% to 13% for the Partnership Common Units. TudorPickering calculated distributions based on the Forecasts assuming a
range of coverage ratios from 1.05x to 1.10x for the Partnership and a coverage ratio of 1.0x for Holdings. In determining the appropriate
discount rates to use in its analysis, TudorPickering considered, among other things, current and historical distribution yields and historical and
expected distribution growth rates for selected MLPs and Public GPs. TudorPickering also considered the implied cost of equity for Holdings,
the Partnership and selected MLPs and Public GPs using standard valuation techniques such as the capital asset pricing model. TudorPickering
also analyzed the trading multiples of selected comparable publicly traded MLPs and selected comparable Public GPs and selected acquisitions
of Public GPs in determining the appropriate terminal multiples.

The Combined GP Interest value per Holdings Common Unit was derived by dividing the valuation for the Combined GP Interest obtained by
the discounted cash flow analysis described above by the number of Holdings Common Units on a fully diluted basis as of September 17, 2010.
The value per Partnership Common Unit was derived by performing the discounted cash flow analysis described above on a per common unit
basis, taking into account dilution from the assumed future issuance of common units to fund growth capital. TudorPickering then divided the
number of Partnership Common Units owned by Holdings by the number of fully diluted Holdings Common Units as of September 17, 2010, to
derive the implied Partnership Common Unit ownership per Holdings Common Unit. TudorPickering then divided the low point of the valuation
range for the Combined GP Interest Value per Holdings Common Unit by the high point of the valuation range for each Partnership Common
Unit and added the implied Partnership Common Unit ownership per Holdings Common Unit to derive the low end of the implied exchange
ratio range and divided the high point of the valuation range for the Combined GP Interest Value per Holdings unit by the low point of the
valuation range for each Partnership Common Unit and added the implied Partnership unit ownership per Holdings unit to derive the high end of
the implied exchange ratio range. TudorPickering repeated this analysis for each of the Forecasts. TudorPickering then compared the resulting
implied exchange ratio ranges to the exchange ratio in the merger of 0.98 Partnership Common Units for each Holdings Common Unit.

The following table summarizes the results of TudorPickering s relative discounted cash flow analysis:

Implied Exchange
Ratio
Low High
Management s Revised Case 0.859x 1.197x
Acquisition Case 0.913x 1.312x
Acquisition Case Sensitivities 0.821x 1.312x

Contribution Analysis

TudorPickering compared (i) the exchange ratio in the merger of 0.98 Partnership Common Units for each Holdings Common Unit to

(i) implied exchange ratios derived by comparing the distributable cash flow per Partnership Common Unit and the distributable cash flow
attributed to the Combined GP Interest Cash Flow per Holdings Common Unit using the five Forecasts for 2011-2014. The distributable cash
flow attributed to the Combined GP Interest Cash Flow is calculated as distributable cash flow attributed to the Combined GP Interest and the
Partnership Common Units owned by Holdings less Holdings general and administrative expenses plus
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Holdings interest income. TudorPickering also compared the exchange ratio in the merger of 0.98 Partnership Common Units for each Holdings
Common Unit to implied exchange ratios derived by comparing the distributed cash flow per Partnership Common Unit and the distributed cash
flow per Holdings Common Unit using the five Forecasts for 2011-2014 and using a coverage ratio range of 1.05x to 1.10x for the Partnership
and a coverage ratio of 1.0x for Holdings. In order to derive the implied exchange ratios, TudorPickering divided (a) the distributable or
distributed cash flow per Holdings Common Unit by (b) the distributable or distributed cash flow per Partnership Common Unit.

The following table summarizes the results of TudorPickering s contribution analysis.

Implied Exchange
Ratio

Low High
Distributable Cash Flow
Management s Revised Case 0.929x 0.985x
Acquisition Case 0.939x 1.066x
Acquisition Case Sensitivities 0.861x 1.071x
Distributed Cash Flow
Management s Revised Case 0.870x 0.952x
Acquisition Case 0.879x 1.033x
Acquisition Case Sensitivities 0.797x 1.033x

Pro Forma Combination Analysis

TudorPickering analyzed the pro forma impact of the merger on the estimated distributable cash flow and distributed cash flow to Partnership
unitholders and Holdings unitholders, in each case on a per unit basis for the years 2011 through 2014 based on the five Forecasts and the five
Forecasts as adjusted to assume that the Partnership and Holdings incur $7.5 million of expenses related to the merger and that on a pro forma
basis the Partnership will achieve synergies from the merger enabling it to reduce annual general and administrative expenses by $1.9 million in
2011 and to achieve 3% annual growth thereafter. The following table shows the ranges of accretion and dilution (in parentheses) to projected
distributable cash flow per unit and projected distributed cash flow per unit for each of the five Forecasts from 2011 through 2014. Distributed
cash flow was calculated using a coverage ratio range of 1.05x to 1.10x for the Partnership and a coverage ratio of 1.0x for Holdings.

Accretion/(Dilution) to Accretion/(Dilution) to Distributed
Distributable Cash Flow per Unit Cash Flow per Unit
Holdings Partnership Holdings Partnership
Management s Revised Case 0.9% - 3.8% (1.6)% - 1.5% 2.6% -7.3% 4.7)% - (0.3)%
Acquisition Case 3.2)% -3.2% (1.D)% - 5.2% (1.6)% - 6.7% 4.3)% - 3.7%
Acquisition Case Sensitivities 3.5)% -1.7% 5.4)% - 5.6% (1.9)% - 12.3% 8.7)% - 3.6%

TudorPickering also analyzed the pro forma impact of the merger on the valuation range for each Partnership Common Unit using a discounted
cash flow analysis. TudorPickering performed separate discounted cash flow analyses on the Partnership for each of the five Forecasts both on a
stand-alone basis and pro forma for the merger. For the pro forma analysis, the Forecasts were adjusted to assume that the Partnership and
Holdings incur $7.5 million of expenses related to the merger and that on a pro forma basis the Partnership will achieve synergies from the
merger enabling it to reduce annual general and administrative expenses by $1.9 million in 2011 and to achieve 3% annual growth thereafter.
The range of discount rates used for the stand-alone and pro forma analyses were 10% to 13% and 11% to 14%, respectively. The range of
terminal multiples used for the stand-alone and pro forma analyses were 11x to 14x and 12x to 15x, respectively. TudorPickering calculated
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distributions based on the Forecasts assuming a range of coverage ratios from 1.05x to 1.10x for the Partnership. The following table shows the
ranges of accretion and dilution (in parentheses) to the valuation for each Partnership Common Unit using a discounted cash flow analysis for
each of the five Forecasts.

Accretion/(Dilution) to
Discounted Cash Flow

Management s Revised Case 0.2% - 2.5%
Acquisition Case 34% - 6.1%
Acquisition Case Sensitivities 2.9)% - 6.1%

General

The preparation of a fairness opinion is a complex, analytical process involving various determinations as to the most appropriate and relevant
methods of financial analysis and the application of those methods to the particular circumstances and is not necessarily susceptible to partial
analysis or summary description. In arriving at its opinion, TudorPickering used several analytical methodologies and did not attribute any
particular weight to any particular methodology or factor considered by it. Moreover, each analytical methodology has inherent strengths and
weaknesses, and the nature of the available information may further affect the value of particular techniques. Accordingly, TudorPickering
believes that no one single method of analysis necessarily should be regarded as critical to the overall conclusion reached by TudorPickering and
that its analyses must be considered as a whole. Selecting portions of TudorPickering s analyses and of the factors considered by it, without
considering all analyses and factors in their entirety, could create a misleading or incomplete view of the evaluation process underlying
TudorPickering s opinion. The conclusion reached by TudorPickering as to fairness, therefore, is based on the application of TudorPickering s
own experience and judgment as to all analyses and factors considered by TudorPickering, taken as a whole.

No company or transaction used in the analyses above is identical to Holdings, the Partnership or the merger. Accordingly, these analyses must
take into account differences in the financial and operating characteristics of the selected companies, differences in the structure and timing of
the selected transactions and other factors that would affect the public trading value and acquisition value of the companies considered.

The financial terms of the consideration were determined through arms-length negotiations between the Partnership Conflicts Committee and the
Holdings Conflicts Committee and were approved by each of these committees. TudorPickering participated in certain negotiations leading to
the determination of the exchange ratio and provided advice to the Partnership Conflicts Committee during these negotiations. TudorPickering
did not, however, recommend any specific financial terms of the merger consideration to the Partnership Conflicts Committee or assert that any
specific financial terms of the transaction constituted the only appropriate financial terms of the merger consideration.

TudorPickering and its affiliates, as part of their investment banking business, are continually engaged in performing financial analyses with
respect to businesses and their securities in connection with mergers and acquisitions, negotiated underwritings, competitive biddings, secondary
distributions of listed and unlisted securities, private placements and other transactions as well as for estate, corporate and other purposes.
TudorPickering also engages in securities trading and brokerage, private equity activities, equity research and other financial services, and in the
ordinary course of these activities, TudorPickering and its affiliates may from time to time acquire, hold or sell, for their own accounts and for
the accounts of their customers, (i) equity, debt and other securities (or related derivative securities) and financial instruments (including bank
loans and other obligations) of the Partnership, any of the other parties to the merger agreement and any of their respective affiliates and (ii) any
currency or commodity that may be involved in the merger and the other matters contemplated by the merger agreement. In addition,
TudorPickering and its affiliates and certain of its employees, including members of the team performing services in connection with the merger,
as well as certain private equity funds associated or affiliated with TudorPickering in which they may have financial interests, may from time to
time acquire, hold or make direct or indirect investments in or otherwise finance a wide variety of companies, including the Partnership, other
prospective purchasers and their respective affiliates.
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Other than with respect to acting as financial advisor to the Partnership Conflicts Committee, TudorPickering has not provided investment
banking services to, or otherwise had any material relationship with, the Partnership, Holdings or any of their respective affiliates.
TudorPickering may provide investment banking and other financial services to the Partnership, Holdings or to any of the other parties to the
merger agreement or their respective unitholders, affiliates or portfolio companies in the future. In connection with such investment banking or
other financial services, TudorPickering may receive compensation.

The Partnership Conflicts Committee selected TudorPickering to act as its financial advisor, and to render a fairness opinion, in connection with
the merger because of TudorPickering s expertise, reputation, familiarity and experience with the energy industry, including recent business
combinations involving MLPs. Pursuant to the terms of the engagement letter dated June 28, 2010, between TudorPickering and the Partnership
Conflicts Committee, the Partnership agreed to pay TudorPickering a fee of $1,000,000 upon delivery of TudorPickering s fairness opinion. The
Partnership has also agreed to pay TudorPickering an additional fee of $3,400,000, reduced by any retainer and fairness opinion fees paid, upon
closing of the merger. In addition, the Partnership has agreed to reimburse TudorPickering for its reasonably incurred out-of-pocket expenses
resulting from or arising out of the engagement, including fees and expenses of its legal counsel. The Partnership has also agreed to indemnify
TudorPickering, its affiliates and their respective officers, directors, partners, agents, employees and controlling persons against various
liabilities, including certain liabilities under the federal securities laws.

Opinion of Credit Suisse Securities (USA) LLC Financial Advisor to the Holdings Conflicts Committee

On September 20, 2010, Credit Suisse rendered its oral opinion to the Holdings Conflicts Committee (which was subsequently confirmed in
writing by delivery of Credit Suisse s written opinion dated the same date) to the effect that, as of September 20, 2010, the exchange ratio in the
merger was fair, from a financial point of view, to the unaffiliated Holdings unitholders.

Credit Suisse s opinion was directed to the Holdings Conflicts Committee and only addressed the fairness, from a financial point of view,
to the unaffiliated Holdings unitholders of the exchange ratio in the merger and did not address any other aspect or implication of the
merger. The summary of Credit Suisse s opinion in this joint proxy statement/prospectus is qualified in its entirety by reference to the
full text of its written opinion, which is included as Annex D to this joint proxy statement/prospectus and sets forth the procedures
followed, assumptions made, qualifications and limitations on the review undertaken and other matters considered by Credit Suisse in
preparing its opinion. However, neither Credit Suisse s written opinion nor the summary of its opinion and the related analyses set forth
in this joint proxy statement/prospectus are intended to be, and they do not constitute, advice or a recommendation to any Holdings
unitholder as to how such holder should vote or act with respect to any matter relating to the merger.

In arriving at its opinion, Credit Suisse:

reviewed a draft, dated September 20, 2010, of the merger agreement; a draft, dated September 20, 2010, of the amended and
restated partnership agreement; and a draft, dated September 20, 2010 of the limited liability company agreement of the Partnership
GP;

reviewed certain publicly available business and financial information relating to Holdings and the Partnership;

reviewed certain other information relating to Holdings and the Partnership, including financial forecasts relating to Holdings and the
Partnership, provided to or discussed with Credit Suisse by employees of Holdings GP responsible for the management of Holdings
and the Partnership, which we refer to herein as the Management;

met with certain members of the Management to discuss the business and prospects of Holdings and the Partnership;
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considered certain financial data of Holdings and the Partnership and certain market data for their publicly traded securities, and
Credit Suisse compared that data with similar data for other companies with publicly traded securities in businesses Credit Suisse
deemed similar to those of Holdings and the Partnership;

considered, to the extent publicly available, the financial terms of certain other business combinations and other transactions which
have recently been effected or announced; and

considered such other information, financial studies, analyses and investigations and financial, economic and market criteria which

Credit Suisse deemed relevant.
In connection with its review, Credit Suisse did not independently verify any of the foregoing information and Credit Suisse assumed and relied
upon such information being complete and accurate in all material respects. With respect to the financial forecasts for Holdings and the
Partnership that Credit Suisse used in its analyses, the Management of Holdings and the Partnership advised Credit Suisse, and Credit Suisse
assumed, that such forecasts were reasonably prepared in good faith on bases reflecting the best currently available estimates and judgments of
the Management of Holdings and the Partnership as to the future financial performance of Holdings and the Partnership, respectively, and Credit
Suisse expressed no opinion with respect to such financial forecasts or the assumptions upon which they were based, including, without
limitation, assumptions with respect to future expenditures (both actual and reserves therefor), available cash for distribution and future
distributions of cash by the Partnership. Credit Suisse also assumed, with the Holdings Conflicts Committee s consent, that, in the course of
obtaining any regulatory or third party consents, approvals or agreements in connection with the merger, no delay, limitation, restriction or
condition would be imposed that would have an adverse effect on Holdings, the Partnership or the contemplated benefits of the merger and that
the merger would be consummated in accordance with the terms of the merger agreement without waiver, modification or amendment of any
material term, condition or agreement thereof. Furthermore, Credit Suisse assumed that the definitive merger agreement, the amended and
restated partnership agreement and the limited liability company agreement of the Partnership GP would conform to the drafts reviewed by
Credit Suisse in all respects material to its analyses. Credit Suisse did not investigate or otherwise evaluate the tax consequences of the proposed
merger, including, without limitation, the potential effects of the merger on the federal, state or other taxes or tax rates payable by Holdings, the
Partnership or their respective security holders and, with the Holdings Conflicts Committee s consent, assumed that such taxes and tax rates
would not be affected by or after giving effect to the merger. In addition, Credit Suisse was not requested to make, and did not make, an
independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of Holdings or the Partnership, nor was Credit Suisse
furnished with any such evaluations or appraisals including, without limitation, any reports with respect the amount of the Partnership s
recoverable coal or other reserves.

Credit Suisse s opinion addressed only the fairness, from a financial point of view, to the unaffiliated Holdings unitholders of the exchange ratio
in the merger and did not address any other aspect or implication of the merger or any other agreement, arrangement or understanding entered
into in connection with the merger or otherwise, including, without limitation, the fairness of the amount or nature of, or any other aspect
relating to, any compensation to any officers, directors or employees of any party to the merger, or class of such persons, relative to the
exchange ratio or otherwise. Furthermore, no opinion, counsel or interpretation was intended regarding matters that require legal, regulatory,
accounting, insurance, tax, executive compensation or other similar professional advice. It was assumed that such opinions, counsel,
interpretations or advice had been or would be obtained from the appropriate professional sources. The issuance of Credit Suisse s opinion was
approved by an authorized internal committee of Credit Suisse.

Credit Suisse s opinion was necessarily based upon information made available to Credit Suisse as of the date of its opinion and financial,
economic, market and other conditions as they existed and could be evaluated on the date of its opinion and upon certain assumptions regarding
such financial, economic, market and other conditions that are currently subject to unusual volatility and that, if different than assumed, could
have a material impact on Credit Suisse s analyses or opinion. In addition, as the Conflicts Committee was aware, the
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financial projections and estimates that Credit Suisse reviewed relating to the future financial performance of Holdings and the Partnership
reflected certain assumptions regarding the oil and gas industry that are subject to significant volatility and that, if different than assumed, could
have a material impact on Credit Suisse s analyses and opinion. Credit Suisse did not express any opinion as to what the value of Partnership
Common Units actually would be when issued to Holdings unitholders pursuant to the merger or the prices at which Partnership Common Units
or Holdings Common Units would trade at any time. Credit Suisse s opinion did not address the relative merits of the merger as compared to
alternative transactions or strategies that might be available to Holdings, nor does it address the underlying business decision of Holdings or
Holdings GP to proceed with the merger. Credit Suisse was not requested to, and did not solicit third party indications of interest in acquiring all
or any part of Holdings.

It is understood that Credit Suisse s opinion was for the information of the Holdings Conflicts Committee (solely in the Committee s capacity as
such) of the Holdings Board, as the general partner of Holdings, in connection with the Holdings Conflicts Committee s consideration of the
merger and does not constitute advice or a recommendation to any securityholder of Holdings as to how such securityholder should vote or act
on any matter relating to the proposed merger.

In preparing its opinion to the Holdings Conflicts Committee, Credit Suisse performed a variety of analyses, including those described below.
The summary of Credit Suisse s valuation analyses is not a complete description of the analyses underlying Credit Suisse s opinion. The
preparation of a fairness opinion is a complex process involving various quantitative and qualitative judgments and determinations with respect
to the financial, comparative and other analytic methods employed and the adaptation and application of those methods to the unique facts and
circumstances presented. As a consequence, neither Credit Suisse s opinion nor the analyses underlying its opinion are readily susceptible to
partial analysis or summary description. Credit Suisse arrived at its opinion based on the results of all analyses undertaken by it and assessed as a
whole and did not draw, in isolation, conclusions from or with regard to any individual analysis, analytic method or factor. Accordingly, Credit
Suisse believes that its analyses must be considered as a whole and that selecting portions of its analyses, analytic methods and factors, without
considering all analyses and factors or the narrative description of the analyses, could create a misleading or incomplete view of the processes
underlying its analyses and opinion.

In performing its analyses, Credit Suisse considered business, economic, industry and market conditions, financial and otherwise, and other
matters as they existed on, and could be evaluated as of, the date of its opinion. No company or business used in Credit Suisse s analyses for
comparative purposes is identical to Holdings, the Partnership or the proposed transaction. While the results of each analysis were taken into
account in reaching its overall conclusion with respect to fairness, Credit Suisse did not make separate or quantifiable judgments regarding
individual analyses. The implied exchange ratio reference ranges indicated by Credit Suisse s analyses are illustrative and not necessarily
indicative of actual values nor predictive of future results or values, which may be significantly more or less favorable than those suggested by

the analyses. In addition, any analyses relating to the value of assets, businesses or securities do not purport to be appraisals or to reflect the

prices at which businesses or securities actually may be sold, which may depend on a variety of factors, many of which are beyond Holdings
control, the Partnership s control and the control of Credit Suisse. Much of the information used in, and accordingly the results of, Credit Suisse s
analyses are inherently subject to substantial uncertainty.

Credit Suisse s opinion and analyses were provided to the Holdings Conflicts Committee, a committee of the Holdings Board, as general partner
of Holdings, in connection with its consideration of the proposed merger and were among many factors considered by the Holdings Conflicts
Committee in evaluating the proposed merger. Neither Credit Suisse s opinion nor its analyses were determinative of the exchange ratio or of the
views of the Holdings Conflicts Committee or the Holdings Board with respect to the proposed merger.

The following is a summary of the material valuation analyses performed in connection with the preparation of Credit Suisse s opinion rendered
to the Holdings Conflicts Committee on September 20, 2010. The analyses summarized below include information presented in tabular format.
The tables alone do not constitute a complete

69

Table of Contents 111



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten

description of the analyses. Considering the data in the tables below without considering the full narrative description of the analyses, as well as
the methodologies underlying and the assumptions, qualifications and limitations affecting each analysis, could create a misleading or
incomplete view of Credit Suisse s analyses.

For purposes of its analyses, Credit Suisse reviewed a number of financial metrics including:

GP Only Enterprise Value generally the value as of a specified date of the relevant company s outstanding equity securities (taking
into account its outstanding warrants and other convertible securities) plus the value as of the most recent balance sheet date of its net
debt (the book value of its outstanding indebtedness, preferred stock and capital lease obligations less the amount of cash on its
balance sheet) on a consolidating basis, minus the market value as of such date of the limited partnership units that the company
owns.

LP Distributed Cash Flow generally the amount of the relevant partnership s operating cash flow for a specified time period that is
distributed to its limited partners.

Implied GP Only Distributed Cash Flow generally the amount of the relevant partnership s operating cash flow derived from its
general partner interests and incentive distribution rights in the underlying master limited partnership(s) less general and
administrative costs for a specified time period that is distributed to its limited partners.
Unless the context indicates otherwise, unit prices for the selected companies used in the Selected Companies Analysis described below were as
of September 17, 2010. Estimates of financial performance for Holdings and the Partnership for the calendar years ending December 31, 2010 to
2011 were based on the forecasts provided by the Management of Holdings and the Partnership. Estimates of financial performance for the
selected companies listed below for the calendar year ending during calendar years 2010 and 2011 were based on publicly available research
analyst estimates for those companies. Current yields reflect annualized yields based on latest quarterly results.

Selected Companies Analysis the Partnership

Credit Suisse considered certain financial data for the Partnership and selected master limited partnerships with publicly traded equity securities
Credit Suisse deemed relevant. The selected companies were selected because they were deemed to be similar to the Partnership in one or more
respects including the nature of their business, size, diversification and financial performance. No specific numeric or other similar criteria were
used to select the selected companies and all criteria were evaluated in their entirety without application of definitive qualifications or limitations
to individual criteria. As a result, a significantly larger or smaller company with substantially similar lines of businesses and business focus may
have been included while a similarly sized company with less similar lines of business and greater diversification may have been excluded.
Credit Suisse identified a sufficient number of companies for purposes of its analysis but may not have included all companies that might be
deemed comparable to the Partnership.

The financial data reviewed for the Partnership included:

Current LP Distributed Cash Flow Yield;

LP Distributed Cash Flow Yield for CY 2010E; and

LP Distributed Cash Flow Yield for CY 2011E.
With respect to selected companies analysis for the Partnership, the selected coal company master limited partnerships with publicly traded
equity securities reviewed were:
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Oxford Resource Partners, LP
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The selected companies analysis for the Partnership utilizing the selected coal company master limited partnerships indicated the following high,
low, mean and median multiples for the selected coal company master limited partnerships with publicly traded equity securities and for the
Partnership as of September 17, 2010, the most recent date for which stock market data was available prior to the meeting of the Holdings
Conflicts Committee on September 20, 2010:

Implied
Multiples for the
Partnership
Based on Closing
Price on
Multiple Description High Low Mean Median 9/17/10
LP Distributed Yield (%)
Current 9.2% 5.4% 7.6% 8.0% 7.6%
2010E 9.2% 5.5% 7.6% 8.0% 7.6%
2011E 8.3% 6.1% 7.2% 7.2% 8.2%

With respect to selected companies analysis for the Partnership, the selected midstream company master limited partnerships with publicly
traded equity securities reviewed were:

Regency Energy Partners LP

MarkWest Energy Partners, L.P.

Targa Resources Partners LP

Copano Energy, L.L.C.

DCP Midstream Partners, LP

Western Gas Partners, LP

Atlas Pipeline Partners, L.P.

Crosstex Energy, L.P.

Quicksilver Gas Services LP
The selected companies analysis for the Partnership utilizing the selected midstream company master limited partnerships indicated the
following high, low, mean and median multiples for the selected midstream company master limited partnerships with publicly traded equity
securities and for the Partnership as of September 17, 2010, the most recent date for which stock market data was available prior to the meeting
of the Holdings Conflicts Committee on September 20, 2010:
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Implied
Multiples
for the
Partnership
Based on Closing
Price on
Multiple Description High Low Mean Median 9/17/10
LP Distributed Yield (%)
Current 9.0% 5.5% 7.3% 7.4% 7.6%
2010E 9.0% 5.5% 7.3% 7.4% 7.6%
2011E 9.0% 6.2% 7.8% 7.8% 8.2%

Selected Companies Analysis Holdings

Credit Suisse considered certain financial data for Holdings and selected master limited partnerships with publicly traded equity securities Credit
Suisse deemed relevant. The selected companies were selected because they were deemed to be similar to Holdings in one or more respects
including the nature of their business, size, diversification and financial performance. No specific numeric or other similar criteria were used to
select the
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selected companies and all criteria were evaluated in their entirety without application of definitive qualifications or limitations to individual
criteria. As a result, a significantly larger or smaller company with substantially similar lines of businesses and business focus may have been
included while a similarly sized company with less similar lines of business and greater diversification may have been excluded. Credit Suisse

identified a sufficient number of companies for purposes of its analysis but may not have included all companies that might be deemed
comparable to Holdings.

The financial data reviewed for Holdings included:

Current Implied GP Only Distributed Cash Flow Multiple;

Implied GP Only Distributed Cash Flow Multiple for CY 2010E; and

Implied GP Only Distributed Cash Flow Multiple for CY 2011E.
With respect to selected companies analysis for Holdings, the selected limited partnerships with publicly traded equity securities were:

Energy Transfer Equity, L.P.

Alliance Holdings GP, L.P.

NuStar GP Holdings, LLC

Crosstex Energy, Inc.

Atlas Pipeline Holdings, L.P.
The selected companies analysis for Holdings did not include Enterprise GP Holdings, L.P., Inergy Holdings, L.P. or Buckeye GP Holdings L.P.
because those partnerships were participants in recently announced transactions considered in the selected transactions identified below. The
selected companies analysis for Holdings indicated the following high, low, mean and median multiples for the selected limited partnerships
with publicly traded equity securities and for Holdings:

Implied Implied
Multiples for Multiples for
Holdings Holdings
Based Based
on Closing Price on Proposed
Multiple Description High Low Mean Median on 9/17/10 Exchange Ratio
Implied GP only Enterprise Value as a multiple of GP only
Distributed Cash Flow
Current 22.9x 17.4x 20.2x 20.4x 15.5x 19.0x
2010E 22.7x 17.4x 20.0x 20.0x 15.5x 19.0x
2011E 18.9x 16.5x 18.0x 18.7x 11.9x 14.5x

Selected Companies Analysis
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For purposes of calculating an implied exchange ratio reference range (i) in analyzing the Partnership, Credit Suisse applied multiple ranges
based on the selected companies analysis for the Partnership to corresponding financial data for the Partnership based on the Partnership s
management forecasts and (ii) in analyzing Holdings, Credit Suisse (A) applied multiple ranges based on the selected companies analysis for
Holdings to corresponding financial data for Holdings general partnership interest in the Partnership based on Holdings and the Partnership s
management forecasts and (B) applied multiple ranges based on the selected companies analysis for the Partnership described in (i) above to
corresponding financial data for Holding s limited partnership interests in the Partnership based on the Partnership s management forecasts. The
selected companies analyses for the Partnership and Holdings indicated an implied exchange ratio reference range of 0.793 to 1.087 Partnership
units per Holdings unit, as compared to the exchange ratio in the proposed merger of 0.980 of a Partnership Common Unit per Holdings
Common Unit.
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Discounted Cash Flow Analysis

Credit Suisse also calculated the net present value of the Partnership s levered free cash flows based on the Partnership s management forecasts
and the net present value of Holdings levered free cash flows based on Holdings and the Partnership s management forecasts. In performing this
analysis, Credit Suisse applied discount rates ranging from 9.00% to 12.00% to the projected cash flows from Holdings general partner interests
in the Partnership and 8.00% and 10.25% to the projected cash flows from limited partner interests in the Partnership and terminal yield ranges

of 5.75% to 7.25% to the projected cash flows from Holdings general partner interests in the Partnership and 7.50% to 8.50% to the projected
cash flows from the limited partner interests in the Partnership to calculate an implied exchange ratio reference range of 0.815 to 1.201

Partnership units per Holdings unit, as compared to the exchange ratio in the proposed merger of 0.980 of a Partnership Common Unit per
Holdings Common Unit.

Selected Transactions Analysis

Credit Suisse calculated multiples of transaction value to certain financial data based on the purchase prices paid in selected publicly announced
transactions involving target companies in the oil and gas industry that it deemed relevant.

The calculated multiples included:

Current Implied GP Only Distributed Cash Flow Multiple; and

Implied GP Only Distributed Cash Flow Multiple for Fiscal Year + 1.
The selected transactions were selected because the target companies were deemed to be similar to Holdings in one or more respects including
the nature of their business, size, diversification, financial performance and geographic concentration. Except for transactions with an aggregate
value of less than $100 million and transactions involving the sale of asset by companies in financial distress, which were excluded, no specific
numeric or other similar criteria were used to select the selected transactions and all criteria were evaluated in their entirety without application

of definitive qualifications or limitations to individual criteria. As a result, a transaction involving the acquisition of a significantly larger or
smaller company with substantially similar lines of businesses and business focus may have been included while a transaction involving the
acquisition of a similarly sized company with less similar lines of business and greater diversification may have been excluded. Credit Suisse
identified a sufficient number of transactions for purposes of its analysis, but may not have included all transactions that might be deemed
comparable to the proposed transaction. The selected transactions were:

Date Announced Acquiror MLP
09/07/10 Enterprise Products Partners, L.P. Enterprise GP Holdings L.P.
08/09/10 Inergy, L.P. Inergy Holdings, L.P.
07/22/10 Crestwood Midstream Partners II, LLC Quicksilver Gas Services GP LLC
06/11/10 Buckeye Partners, L.P. Buckeye GP Holdings L.P.
05/11/10 Energy Transfer Equity, L.P. Regency Energy Partners LP
03/03/09 Magellan Midstream Partners, L.P. Magellan Midstream Holdings, L.P.
09/05/07 MarkWest Energy Partners, L.P. MarkWest Hydrocarbon, Inc.
05/08/07 Enterprise GP Holdings L.P. TEPPCO Partners, L.P.
04/03/07 ArcLight Capital Partners, LLC / Kelso & Company / Buckeye GP Holdings L.P. (61.9% interest)
Lehman Brothers Holdings Inc.
11/01/06 Energy Transfer Equity, L.P. Energy Transfer Partners, L.P. (50.0% interest)
06/12/06 Plains All American Pipeline, L.P. Pacific Energy Partners, L.P.
02/24/05 EPCO, Inc. TEPPCO Partners, L.P.
1/14/05 EPCO, Inc. Enterprise Products Partners L.P.
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Date Announced Acquiror MLP
11/01/04 Valero L.P. Kaneb Services LLC
10/29/04 Lehman Brothers Pacific Energy Partners, L.P.
09/16/04 ONEOK, Inc. Northern Border Partners, L.P. (82.5% interest)
03/05/04 Carlyle/Riverstone Global Energy and Power Fund II, L.P. Buckeye Partners, L.P.

The selected transactions analysis indicated the following:

Multiple Description High Low Mean Median
Implied GP Only Enterprise Value as a Multiple of GP Only Distributed Cash Flow

Current 96.8x 12.8x 28.0x 23.8x
Fiscal Year + 1 77.9x 10.6x 24.5x 18.5x

For purposes of calculating an implied exchange ratio reference range (i) in analyzing the Partnership, Credit Suisse applied multiple ranges
based on the selected companies analysis for the Partnership to corresponding financial data for the Partnership based on the Partnership s
management forecasts and (ii) in analyzing Holdings, Credit Suisse (A) applied multiple ranges based on the selected transactions analysis to
corresponding financial data for Holdings general partnership interest in the Partnership based on Holdings and the Partnership s management
forecasts and (B) applied multiple ranges based on the selected companies analysis for the Partnership described in (i) above to corresponding
financial data for Holding s limited partnership interests in the Partnership based the Partnership s management forecasts. Those analyses
indicated an implied exchange ratio reference range of 0.844 to 1.174 Partnership Common Units per Holdings Common Unit, as compared to
the exchange ratio in the proposed merger of 0.980 of a Partnership Common Unit per Holdings Common Unit.

Other Considerations
Historical Exchange Ratios

Credit Suisse also noted the following historical average trading price exchange ratios as of September 17, 2010, as compared to the exchange
ratio provided for in the merger of 0.980 of a Partnership Common Unit per Holdings Common Unit:

Current Merger
Exchange Ratio Exchange Ratio
as asa
Premium/ Premium/
Average (Discount) (Discount)
Average Partnership Average to to
Holdings Unit Unit Exchange Prior Prior
Average as of September 17, 2010 Price Price Ratio Period Period
As of September 17, 2010 $ 2207 $ 24.65 0.895x 9.5%
5 Trading Days Prior 22.16 24.39 0.909 (1.5%) 7.9%
10 Trading Days Prior 21.53 24.09 0.894 0.2% 9.7%
20 Trading Days Prior 20.51 23.45 0.874 2.4% 12.1%
3 months Prior 19.41 2291 0.847 5.7% 15.7%
6 months Prior 18.68 22.64 0.826 8.4% 18.7%
1 year Prior 17.07 21.62 0.788 13.7% 24.4%
2 years Prior 15.18 17.67 0.876 2.2% 11.9%
3 years Prior 20.02 20.46 0.964 (7.2%) 1.6%
Since Holdings IPO (12/05/06) 21.42 21.99 0.963 (7.0%) 1.8%

(1) Exchange ratio for the period based on average of the daily exchange ratios for the period.
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Premiums Paid Analysis

Credit Suisse also observed the premiums paid in selected transactions and as compared to the implied premium for Holdings based on the
proposed exchange ratio and the average market price of a Partnership unit for the 1-trading day, 5-trading day and 20-trading day periods prior
to the announcement of selected transactions and September 17, 2010 with respect to the proposed merger. The selected transactions were:

Date Announced Acquiror
09/07/10 Enterprise Products Partners L.P.
08/09/10 Inergy, L.P.
06/11/10 Buckeye Partners, L.P.
03/03/09 Magellan Midstream Partners, L.P.
09/05/07 MarkWest Energy Partners, L.P.
04/03/07 ArcLight Capital Partners, LLC / Kelso & Company / Lehman Brothers
Holdings Inc.
11/01/04 Valero L.P.

The premiums paid analysis indicated the following:

Implied Premium High Low

1-trading day 37.9% 4.9%
5-trading day 36.0% 6.7%
20-trading day 35.9% 10.4%

Target
Enterprise GP Holdings L.P.
Inergy Holdings, L.P.
Buckeye GP Holdings L.P.
Magellan Midstream Holdings, L.P.
MarkWest Hydrocarbon, Inc.
Buckeye GP Holdings L.P. (61.9%)

Kaneb Services LLC
Implied Premium
for Holdings
Based on Proposed
Exchange
Mean Median Ratio
21.6% 22.1% 9.5%
21.0% 19.0% 9.0%
20.8% 18.1% 18.0%

Credit Suisse also noted the following financial metrics with respect to the proposed transaction and recent transactions involving the acquisition

by an MLP of its publicly traded general partner.

Proposed Enterprise
Acquisition Products Inergy, L.P./
of Holdings Partners, L.P./ Inergy
by the Enterprise GP Holdings,

Partnership Holdings L.P. L.P.
Announcement Date 09/07/10 08/09/10
Target structure Pass-through ~ Pass-through ~ Pass-through

partnership partnership partnership
High splits for IDRs 50% 25% 49%
Holdings GP Only Interest 21% 15% 28%
Non-GP assets owned by General Partner

Partnership ~ EPD LP units NRGY LP

LP units and units
Energy Transfer
Equity LP and
GP units

Non-GP assets as a % of total value 52% 24% 10%
1-day LP Premium 9% 16% 5%
1-day GP Interest Premium 22% 23% 5%
GP only yield spread to MLP 240 bps 264 bps 271 bps
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Magellan MarkWest
Buckeye Midstream Energy
Partners, Partners, L.P./  Partners, L.P./
L.P./Buckeye Magellan MarkWest
GP Holdings Midstream Hydrocarbon,
L.P. Holdings, L.P. Inc.
06/11/10 03/03/09 09/05/07
Pass-through  Pass-through C-Corp
partnership partnership
30%! 50% 50%
21% 33% 26%
None None MWE LP units.
Natural gas and
NGL
marketing
0% 0% 39%
32% 25% 22%
32% 25% NA
235 bps 197 bps NA
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' Buckeye Partners, L.P. high split adjusted to be on a comparable basis to other transactions.
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Other Matters

Pursuant to an engagement letter dated as of August 2, 2010, Holdings GP retained Credit Suisse as financial advisor to the Holdings Conflicts
Committee, as general partner of Holdings, in connection with, among other things, the proposed merger. Holdings GP engaged Credit Suisse
based on Credit Suisse s qualifications, experience and reputation as an internationally recognized investment banking and financial advisory
firm. Credit Suisse will receive a transaction fee of $4,000,000 for its services, which fee is contingent upon the consummation of the merger.
Credit Suisse also became entitled to receive a fee of $1,000,000 upon the rendering of its opinion, which is creditable against the transaction
fee. In addition, Holdings has agreed to indemnify Credit Suisse and certain related parties for certain liabilities and other items arising out of or
related to its engagement.

Credit Suisse and its affiliates have in the past provided investment banking and other financial services to Holdings, the Partnership and certain
of their affiliates for which Credit Suisse and its affiliates have received compensation, including, during the last two years, having acted as a
bookrunning underwriter in connection with an offering of equity securities by selling unitholders of Holdings in March, 2010, a co-managing
underwriter in connection with an offering of equity securities by selling unitholders of Holdings in September, 2009 and a co-managing
underwriter in connection with an offering of debt securities by the Partnership in April, 2010. Credit Suisse and its affiliates may have provided
other financial advice and services, and may in the future provide financial advice and services, to Holdings, the Partnership and their respective
affiliates for which Credit Suisse and its affiliates have received, and would expect to receive, compensation. Credit Suisse is a full service
securities firm engaged in securities trading and brokerage activities as well as providing investment banking and other financial services. In the
ordinary course of business, Credit Suisse and its affiliates may acquire, hold or sell, for its and its affiliates own accounts and the accounts of
customers, equity, debt and other securities and financial instruments (including bank loans and other obligations) of Holdings, the Partnership
and any other company that may be involved in the merger, as well as provide investment banking and other financial services to such
companies.
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FORWARD-LOOKING STATEMENTS

This joint proxy statement/prospectus, including information included or incorporated by reference in this joint proxy statement/prospectus,
contains certain forward-looking statements with respect to the financial condition, results of operations, plans, objectives, intentions, future
performance and business of each of the Partnership and Holdings and other statements that are not historical facts, as well as certain
information relating to the merger, including, without limitation:

statements relating to the benefits of the merger;

statements relating to the financial results of the Partnership following the merger; and

statements preceded by, followed by or that include the words believes, anticipates, plans, predicts, expects, envisions, hope
estimates, intends, will, continue, may, potential, should, confident, could or similar expressions.
These forward-looking statements involve certain risks and uncertainties. Actual results may differ materially from those contemplated by the
forward-looking statements due to, among others, the factors discussed under Risk Factors beginning on page 26, as well as the following
factors:

the possibility that the Partnership and Holdings may be unable to obtain unitholder approval required for the merger;

the possibility that the businesses may suffer as a result of uncertainty surrounding the merger;

the possibility that the coal and natural gas midstream industries may be subject to future regulatory or legislative actions;

other uncertainties in the coal and natural gas midstream industries;

environmental risks;

competition;

the ability of the management of the Partnership GP to execute its plans for the Partnership following the merger to meet its goals;

general economic conditions, whether internationally, nationally or in the regional and local market areas in which the Partnership is
doing business, may be less favorable than expected; and

other economic, governmental, legislative, regulatory, geopolitical and technological factors may negatively impact the businesses,
operations or pricing of the Partnership and Holdings.
Additional factors that could cause actual results to differ materially from those expressed in the forward-looking statements are discussed in
reports filed with the SEC by the Partnership and Holdings. Please read Where You Can Find More Information beginning on page 168.
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Forward-looking statements speak only as of the date of this joint proxy statement/prospectus or the date of any document incorporated by
reference in this joint proxy statement/prospectus. All subsequent written and oral forward-looking statements concerning the merger or other
matters addressed in this joint proxy statement/prospectus and attributable to the Partnership or Holdings or any person acting on their behalf are
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. Except to the extent required by
applicable law or regulation, neither the Partnership nor Holdings undertakes any obligation to update forward-looking statements to reflect
events or circumstances after the date of this joint proxy statement/prospectus or to reflect the occurrence of unanticipated events.
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THE PARTIES TO THE MERGER AGREEMENT
Penn Virginia Resource Partners, L.P.

The Partnership is a publicly traded Delaware limited partnership formed in 2001 that is principally engaged in the management of coal and
natural resource properties and the gathering and processing of natural gas in the United States. The Partnership currently conducts operations in
two business segments: (i) coal and natural resource management and (ii) natural gas midstream. In the year ended December 31, 2009, the
Partnership s coal and natural resource management segment contributed 81% to operating income, and its natural gas midstream segment
contributed 19% to operating income.

The Partnership s coal and natural resource management segment primarily involves the management and leasing of coal properties and the
subsequent collection of royalties. The Partnership does not operate any mines, and therefore, does not have direct exposure to mine operating
costs or risks or mine reclamation costs. Coal royalties accounted for 83% of the Partnership s coal and natural resource management segment
revenues in the year ended December 31, 2009. The Partnership also earns revenues from other land management activities, such as selling
standing timber, leasing fee-based coal-related infrastructure facilities to certain lessees and end-user industrial plants, collecting oil and gas
royalties and from coal transportation, or wheelage fees, which accounted for 17% of its coal and natural resource management segment
revenues for the year ended December 31, 2009. As of December 31, 2009, the Partnership owned or controlled approximately 829 million tons
of proven and probable coal reserves in Central and Northern Appalachia.

The Partnership s natural gas midstream segment is engaged in providing natural gas processing, gathering and other related services. As of
December 31, 2009, the Partnership owned and operated natural gas midstream assets located in Oklahoma and Texas, including six natural gas
processing facilities having 400 MMcfd of total capacity and approximately 4,118 miles of natural gas gathering pipelines. The Partnership s
natural gas midstream operations currently include four natural gas gathering and processing systems and two stand-alone natural gas gathering
systems, including: (i) the Panhandle gathering and processing facilities in the Texas/Oklahoma panhandle area; (ii) the Crossroads gathering
and processing facilities in East Texas; (iii) the Crescent gathering and processing facilities in Central Oklahoma; (iv) the Arkoma gathering
system in Eastern Oklahoma; (v) the North Texas gathering and pipeline facilities in the Fort Worth Basin; and (vi) the Hamlin gathering and
processing facilities in West-Central Texas. In addition, the Partnership owns a 25% member interest in Thunder Creek Gas Services, LLC, or
Thunder Creek, a joint venture that gathers and transports coalbed methane in Wyoming s Powder River Basin, and a 50% member interest in
Crosspoint Pipeline LLC, a joint venture that gathers and transports natural gas from the Partnership s Crossroads gas processing plant to an
interstate pipeline.

Recent Developments

On December 15, 2010, Penn Virginia Operating Company, LLC ( PVOC ), a wholly-owned subsidiary of the Partnership, entered into an Asset
Purchase and Sale Agreement ( PSA ) with Begley Properties, LLC for the purchase of certain mineral rights and oil and gas royalty interests on
properties primarily located in Kentucky and Tennessee for $97.25 million, subject to adjustment as provided in the PSA (the Begley
Acquisition ). The Begley Acquisition is subject to customary closing conditions and is expected to close on or before year-end 2010 or early in
the first quarter of 2011.

The Begley Acquisition will be initially financed through borrowings under the Partnership s existing $850 million credit facility and the
Partnership expects to permanently finance the Begley Acquisition with a combination of long-term debt and equity.

In connection with the Begley Acquisition, the Partnership GP has agreed to permanently forego $525,000 annually (ratable over each quarterly
distribution payment) in distributions with respect to the incentive distribution rights made by the Partnership to the Partnership GP (the IDR
Support ). The IDR Support would only become effective beginning with the payment of the first quarterly distribution following the
Partnership s issuance of equity to finance the Begley Acquisition.

Notwithstanding the foregoing, concurrently with the effective time of the merger, the incentive distribution rights held by the Partnership GP
will be cancelled.
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The executive offices of the Partnership are located at Five Radnor Corporate Center, Suite 500, 100 Matsonford Road, Radnor, Pennsylvania
19087. The telephone number is (610) 975-8200.

Penn Virginia GP Holdings, L.P.

Holdings is a publicly traded Delaware limited partnership formed in 2006 that owns the Class B interest and economic interest in the
Partnership GP. Holdings only cash-generating assets are its direct and indirect ownership interests in the Partnership, which are comprised of
the following:

a 2.0% general partner interest in the Partnership, which Holdings holds through its Class B interest and economic interest in the
Partnership GP;

all of the incentive distribution rights in the Partnership, which Holdings holds through its Class B interest and economic interest in
the Partnership GP; and

approximately 19.6 million Partnership Common Units representing an approximate 36.7% limited partner interest in the
Partnership.
The incentive distribution rights noted above entitle Holdings (through its ownership of the economic interest in the Partnership GP) to receive
increasing percentages, up to a maximum of 48%, of any incremental cash distributed by the Partnership per Partnership Common Unit as
certain target distribution levels are reached in excess of $0.275 per unit per quarter.

The executive offices of Holdings are located at Five Radnor Corporate Center, Suite 500, 100 Matsonford Road, Radnor, Pennsylvania 19087.
The telephone number is (610) 975-8200.

Relationship of the Parties

Holdings and the Partnership are closely related. Holdings currently owns all of the Class B interest and economic interest in the Partnership GP
and approximately 19.6 million Partnership Common Units. The Partnership GP currently directly owns a 2.0% general partner interest in the
Partnership and all of the Partnership s incentive distribution rights.

Since Holdings initial public offering in December 2006, distributions by the Partnership have increased from $0.40 per Partnership Common
Unit for the quarter ended March 31, 2007 to $0.47 per Partnership Common Unit for the quarter ended September 30, 2010; and as a result,
distributions from the Partnership to Holdings (through the Partnership GP) have increased.

The following table summarizes the cash Holdings received for the nine months ended September 30, 2010 and the years ended December 31,
2009, 2008 and 2007 as a result of its direct and indirect ownership of partnership interests in the Partnership (dollars in thousands):

Nine Months
Ended
Year Ended December 31, September 30,
2007 2008 2009 2010
Limited partner units $32,515 $ 35,648 $ 36,824 $ 27,642
General partner interest (2.0%) 1,562 1,820 1,988 1,496
Incentive distribution rights 11,551 20,049 24,140 18,174

$45,628 $57,517 $62,952 $ 47,312

Moreover, all executive officers of Holdings GP are also executive officers of the Partnership GP and one director of Holdings GP is also a
director of the Partnership GP. William H. Shea, Jr., serves as a member of both the Holdings Board and the Partnership Board.
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INFORMATION ABOUT THE SPECIAL MEETINGS AND VOTING

The Partnership Board is using this joint proxy statement/prospectus to solicit proxies from the Partnership unitholders for use at the Partnership
special meeting. The Holdings Board is using this joint proxy statement/prospectus to solicit proxies from the Holdings unitholders for use at the
Holdings special meeting. In addition, this joint proxy statement/prospectus constitutes a prospectus for the offering of Partnership Common
Units to be received by Holdings unitholders pursuant to the merger. The partnerships are first mailing this joint proxy statement/prospectus and
accompanying proxy to the Partnership unitholders and Holdings unitholders on or about December 27, 2010.

Time, Place and Date

Admission to Special Meetings

Purpose of the Special Meetings

Table of Contents

Partnership Special Meeting
10:00 a.m., local time, on February 16, 2011
at The Villanova University Conference
Center, 601 County Line Road, Radnor, PA
19087.

All Partnership unitholders are invited to
attend the Partnership special meeting.
Persons who are not Partnership unitholders
may attend only if invited by the Partnership.

Holdings Special Meeting
11:00 a.m., local time, on February 16, 2011
at The Villanova University Conference
Center, 601 County Line Road, Radnor, PA
19087.

All Holdings unitholders are invited to
attend the Holdings special meeting. Persons
who are not Holdings unitholders may

If you own units in  street name or nominee attend only if invited by Holdings. If you

name, you must bring proof of ownership
(e.g., a current broker s statement) in order to
be admitted to the Partnership special
meeting.

1. To consider and vote upon the approval and
adoption of the merger, the merger agreement
and the transactions contemplated thereby;

2. To consider and vote upon the approval and
adoption of the Partnership s amended and
restated partnership agreement;

3. To consider and vote upon any proposal
that may be presented to adjourn the
Partnership special meeting to a later date, if
necessary, to solicit additional proxies in the
event that there are insufficient votes in favor
of any of the foregoing proposals; and
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own units in  street name or nominee name,
you must bring proof of ownership (e.g., a
current broker s statement) in order to be
admitted to the Holdings special meeting.

1. To consider and vote upon the approval
and adoption of the merger, the merger
agreement and the transactions contemplated
thereby;

2. To consider and vote upon any proposal
that may be presented to adjourn the
Holdings special meeting to a later date, if
necessary, to solicit additional proxies in the
event that there are insufficient votes in
favor of any of the foregoing proposals; and

3. To consider and vote upon any proposal
to transact such other business as may
properly come before the Holdings special
meeting and any adjournment or
postponement thereof.
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Recommendations of the Partnership Conflicts
Committee and the Partnership Board and the
Holdings Conflicts Committee and the
Holdings Board

Table of Contents

Partnership Special Meeting
4. To consider and vote upon any proposal to
transact such other business as may properly
come before the Partnership special meeting
and any adjournment or postponement
thereof.

The Partnership Conflicts Committee has
unanimously (i) approved and declared the
advisability of the merger agreement and the
amended and restated partnership agreement
and the transactions contemplated thereby,
including the merger and the issuance of
Partnership Common Units pursuant to the
merger agreement, and (ii)

determined that the merger agreement and the
amended and restated partnership agreement
and the transactions contemplated thereby,
including the merger and the issuance of
Partnership Common Units pursuant to the
merger agreement, are fair and reasonable to
and in the best interests of, the Partnership
and the Partnership unitholders that are not
affiliated with Holdings or its affiliates.
Accordingly, the Partnership Conflicts
Committee has recommended that the
Partnership Board approve the merger
agreement, the amended and restated
partnership agreement and the transactions
contemplated thereby, including the merger
and the issuance of Partnership Common
Units pursuant to the merger agreement. The
Partnership Board, having considered the
recommendation of the Partnership Conflicts
Committee and having reviewed and
evaluated the merits of the merger, (i) has
approved and declared the advisability of the
merger agreement and the amended and
restated partnership agreement and the
transactions contemplated thereby, including
the merger and the issuance of
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Holdings Special Meeting

The Holdings Conflicts Committee has
unanimously (i) found and determined the
merger, the merger agreement and the
transactions contemplated thereby to be fair
and reasonable to, and in the best interests
of, Holdings and the unaffiliated Holdings
unitholders, (ii) approved and declared the
advisability of the merger and the merger
agreement, (iii) recommended the Holdings
Board approve and declare the advisability
of the merger and the merger agreement, and
(iv) recommended the Holdings Board
submit the merger, the merger agreement
and the transactions contemplated thereby to
the Holdings unitholders for their approval
and adoption. The Holdings Board, having
considered the recommendation of the
Holdings Conflicts Committee and having
reviewed and evaluated the merits of the
merger, has (i) found and determined the
merger, the merger agreement and the
transactions contemplated thereby to be fair
and reasonable to, and in the best interests
of, Holdings and the unaffiliated Holdings
unitholders, and (ii) has approved and
declared the advisability of the merger and
the merger agreement. Accordingly, the
Holdings Board recommends that the
Holdings unitholders vote FOR the approval
and adoption of the merger, the merger
agreement and the transactions contemplated
thereby.
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Partnership Special Meeting
Partnership Common Units pursuant to the
merger agreement, and (ii) has determined
that the merger agreement and the amended
and restated partnership agreement and the
transactions contemplated thereby, including
the merger and the issuance of Partnership
Common Units pursuant to the merger
agreement, are fair and reasonable to and in
the best interests of, the Partnership and the
Partnership unitholders. Accordingly, the
Partnership Board recommends that the
Partnership unitholders vote FOR the
approval and adoption of the merger, the
merger agreement and the transactions
contemplated thereby and vote FOR the
approval and adoption of the amended and
restated partnership agreement.

Further, the Partnership Board unanimously
recommends that the Partnership unitholders
vote FOR any proposal to adjourn the
Partnership special meeting to a later date, if
necessary, to solicit additional proxies in the
event that there are insufficient votes in favor
of either of the foregoing proposals.

The affirmative vote of the holders of a
majority of the outstanding Partnership
Common Units entitled to vote as of the
record date is required to approve and adopt
proposals 1, 2 and 3 above; provided, that
with respect to proposal 3, in the absence of a
quorum, the affirmative vote of at least a
majority of Partnership Common Units
entitled to vote as of the record date present in
person or represented by proxy at the
Partnership special meeting would be required
to adjourn the Partnership special meeting.
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Holdings Special Meeting

In addition, the Holdings Board
unanimously recommends that Holdings
unitholders vote FOR any proposal to
adjourn the Holdings special meeting to a
later date, if necessary, to solicit additional
proxies in the event that there are
insufficient votes in favor of the foregoing
proposal.

The affirmative vote of the holders of a
majority of the outstanding Holdings
Common Units entitled to vote as of the
record date is required to approve and adopt
the merger, the merger agreement and the
transactions contemplated thereby; provided,
that with respect to proposal 2, in the
absence of a quorum, the affirmative vote of
at least a majority of Holdings Common
Units entitled to vote as of the record date
present in person or represented by proxy at
the Holdings special meeting would be
required to adjourn the Holdings special
meeting.
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Partnership Special Meeting
December 20, 2010.

As of December 17, 2010, there were
approximately 52.3 million Partnership
Common Units outstanding.

Partnership unitholders entitled to vote at the
Partnership special meeting are Partnership
unitholders of record at the close of business
on December 20, 2010. Partnership
unitholders who hold Partnership Common
Units through a broker or other nominee must
first obtain from the holder of record a proxy
issued in their name to vote in person at the
Partnership special meeting. Each Partnership
Common Unit is entitled to one vote.

A quorum of Partnership unitholders is
necessary to hold a valid special meeting. The
presence in person or by proxy at the
Partnership special meeting of holders of a
majority of the Partnership Common Units
entitled to vote as of the record date at the
Partnership special meeting is a quorum.

Abstentions and broker non-votes count as
present for establishing a quorum. An
abstention occurs when a Partnership
unitholder abstains from voting (either in
person or by proxy) on one or more of the
proposals.

A broker non-vote occurs on an item when a
broker or other nominee is not permitted to
vote on that item without instruction from the
beneficial owner of the Partnership Common
Units and no instruction by the Partnership
unitholder how to vote is given.
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Holdings Special Meeting
December 20, 2010.

As of December 17, 2010, there were
approximately 39.1 million Holdings
Common Units outstanding.

Holdings unitholders entitled to vote at
Holdings special meeting are Holdings
unitholders of record at the close of business
on December 20, 2010. Holdings
unitholders who hold Holdings Common
Units through a broker or other nominee
must first obtain from the holder of record a
proxy issued in their name to vote in person
at the Holdings special meeting. Each
Holdings Common Unit is entitled to one
vote.

A quorum of Holdings unitholders is
necessary to hold a valid special meeting.
The presence in person or by proxy at the
Holdings special meeting of holders of a
majority of the outstanding Holdings
Common Units entitled to vote as of the
record date at the Holdings special meeting
is a quorum.

Abstentions and broker non-votes count as
present for establishing a quorum. An
abstention occurs when a Holdings
unitholder abstains from voting (either in
person or by proxy) on one or more of the
proposals.

A broker non-vote occurs on an item when a
broker or other nominee is not permitted to
vote on that item without instruction from
the beneficial owner of Holdings Common
Units and no instruction by the Holdings
unitholder how to vote is given.
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Partnership Special Meeting

The directors and executive officers of the
Partnership GP beneficially owned an
aggregate of 284,016 Partnership Common
Units as of December 17, 2010. These
Partnership Common Units represent in total
approximately 0.5% of the total voting power
of the Partnership s voting securities.

Pursuant to the merger agreement, Holdings
has agreed to attend the Partnership special
meeting and to vote its approximately 19.6
million Partnership Common Units in favor of
the approval and adoption of the merger, the
merger agreement and the transactions
contemplated thereby and the approval and
adoption of the Partnership s amended and
restated partnership agreement. These units
constitute approximately 36.7% of all
outstanding Partnership Common Units.

You may vote in person by ballot at the
Partnership special meeting or by submitting
a proxy. Please submit your proxy even if you
plan to attend the Partnership special meeting.
If you attend the Partnership special meeting,
you may vote by ballot, thereby canceling any
proxy previously given.

Voting instructions are included on your
proxy card. If you properly give your proxy
and submit it to the Partnership in time for it
to be voted, one of the individuals named as
your proxy will vote your Partnership
Common Units as you have directed. You
may vote for or against the proposals or
abstain from voting.
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Holdings Special Meeting

The directors and executive officers of
Holdings GP beneficially owned an
aggregate of 109,192 Holdings Common
Units as of December 17, 2010. These
Holdings Common Units represent in total
approximately 0.3% of the total voting
power of Holdings voting securities.

You may vote in person by ballot at the
Holdings special meeting or by submitting a
proxy. Please submit your proxy even if you
plan to attend the Holdings special meeting.
If you attend the Holdings special meeting,
you may vote by ballot, thereby canceling
any proxy previously given.

Voting instructions are included on your
proxy card. If you properly give your proxy
and submit it to the Holdings in time for it to
be voted, one of the individuals named as
your proxy will vote your Holdings
Common Units as you have directed. You
may vote for or against the proposals or
abstain from voting.
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Partnership Special Meeting

To submit your proxy by mail, simply mark
your proxy, date and sign it, and if you are a
Partnership unitholder of record, return it to
American Stock Transfer & Trust Company
in the postage-paid envelope provided. If the
envelope is missing, please address your
completed proxy card to the address on your
proxy card. If you are a beneficial owner,
please refer to your proxy card or the
information provided to you by the holder of
record or your broker or other nominee.

If you are a Partnership unitholder of record,
you can submit your proxy by telephone by
calling the toll-free telephone number on your
proxy card. Telephone voting is available 24
hours a day and will be accessible until

11:59 p.m. on February 15, 2011.
Easy-to-follow voice prompts allow you to
submit your proxy and confirm that your
instructions have been properly recorded. If
you are a beneficial owner, please refer to
your instruction card or the information
provided by the holder of record or your
broker or other nominee for information on
submitting your voting instructions by
telephone. If you submit your proxy by
telephone you do not need to return your
proxy card. If you are located outside the
United States, Canada and Puerto Rico,
please read your proxy card or other
materials for additional instructions. If you
hold Partnership Common Units through a
broker or other nominee, please check the
voting form used by that firm to see if it
offers telephone voting.
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Holdings Special Meeting

To submit your proxy by mail, simply mark
your proxy, date and sign it, and if you are a
Holdings unitholder of record, return it to
American Stock Transfer & Trust Company
in the postage-paid envelope provided. If the
envelope is missing, please address your
completed proxy card to the address on your
proxy card. If you are a beneficial owner,
please refer to your proxy card or the
information provided to you by the holder of
record or your broker or other nominee.

If you are a Holdings unitholder of record,
you can submit your proxy by telephone by
calling the toll-free telephone number on
your proxy card. Telephone voting is
available 24 hours a day and will be
accessible until 11:59 p.m. on February 15,
2011. Easy-to-follow voice prompts allow
you to submit your proxy and confirm that
your instructions have been properly
recorded. If you are a beneficial owner,
please refer to your instruction card or the
information provided by the holder of record
or your broker or other nominee for
information on submitting your voting
instructions by telephone. If you submit
your proxy by telephone you do not need
to return your proxy card. If you are
located outside the United States, Canada
and Puerto Rico, please read your proxy
card or other materials for additional
instructions. If you hold Holdings
Common Units through a broker or other
nominee, please check the voting form
used by that firm to see if it offers
telephone voting.
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Partnership Special Meeting
You can also choose to submit your proxy on
the internet. If you are a Partnership
unitholder of record, the web site for internet
voting is on your proxy card. Internet voting
is available 24 hours a day and will be
accessible until 11:59 p.m. on February 15,
2011. If you are a beneficial owner, please
refer to your instruction card or the
information provided by the holder of record,
your broker or other nominee for information
on internet voting. As with telephone voting,
you will be given the opportunity to confirm
that your instructions have been properly
recorded. If you submit your proxy on the
internet, you do not need to return your
proxy card. If you hold Partnership Common
Units through a broker or other nominee,
please check the voting form to see if it offers
internet voting.

If you submit a completed proxy card with
instructions on how to vote your Partnership
Common Units and then wish to revoke your
instructions, you should submit a notice of
revocation to American Stock Transfer and
Trust Company as soon as possible. You may
revoke your proxy by internet, telephone or
mail at any time before it is voted by:

timely delivery of a valid, later-dated
proxy or timely submission of a later-dated
proxy by telephone or internet;

written notice to the Partnership GP s
Secretary before the Partnership special
meeting that you have revoked your proxy; or

voting by ballot at the Partnership special
meeting.
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Holdings Special Meeting
You can also choose to submit your proxy
on the internet. If you are a Holdings
unitholder of record, the web site for internet
voting is on your proxy card. Internet voting
is available 24 hours a day and will be
accessible until 11:59 p.m. on February 15,
2011. If you are a beneficial owner, please
refer to your instruction card or the
information provided by the holder of
record, your broker or other nominee for
information on internet voting. As with
telephone voting, you will be given the
opportunity to confirm that your instructions
have been properly recorded. If you submit
your proxy on the internet, you do not
need to return your proxy card. If you
hold Holdings Common Units through a
broker or other nominee, please check the
voting form to see if it offers internet voting.

If you submit a completed proxy card with
instructions on how to vote your Holdings
Common Units and then wish to revoke
your instructions, you should submit a
notice of revocation to American Stock
Transfer and Trust Company as soon as
possible. You may revoke your proxy by
internet, telephone or mail at any time
before it is voted by:

timely delivery of a valid, later-dated
proxy or timely submission of a later-dated
proxy by telephone or internet;

written notice to Holdings GP s Secretary
before the Holdings special meeting that you
have revoked your proxy; or

voting by ballot at the Holdings special
meeting.
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Partnership Special Meeting
In addition to this mailing, proxies may be
solicited by directors, officers or employees
of the Partnership GP or its affiliates in
person or by telephone or electronic
transmission. None of the directors, officers
or employees will be directly compensated for
such services. The Partnership has retained
Morrow & Co., LLC to assist in the
distribution and solicitation of proxies. The
Partnership will pay Morrow & Co., LLC a
fixed fee of $5,000 plus reasonable expenses
for these services.

If a quorum of Partnership unitholders is not
present in person or by proxy at the
Partnership special meeting, the special
meeting may be adjourned from time to time
until a quorum is present or represented. In
addition, adjournments of the Partnership
special meeting may be made for the purpose
of soliciting additional proxies in favor of a
proposal.

The Partnership Board is not currently aware
of any business to be acted upon at the
Partnership special meeting other than the
matters described in this joint proxy
statement/prospectus. If, however, other
matters are properly brought before the
Partnership special meeting, the persons
appointed as proxies will have discretion to
vote or act on those matters according to their
judgment.

Morrow & Co., LLC will be acting as the
Partnership s proxy solicitation agent:

Brokers or other nominees call: (203)
658-9400

Partnership unitholders call toll-free: (800)
573-4370

Email: pennvirginia.info@morrowco.com
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Holdings Special Meeting
In addition to this mailing, proxies may be
solicited by directors, officers or employees
of Holdings GP or its affiliates in person or
by telephone or electronic transmission.
None of the directors, officers or employees
will be directly compensated for such
services. Holdings has retained Morrow &
Co., LLC to assist in the distribution and
solicitation of proxies. Holdings will pay
Morrow & Co., LLC a fixed fee of
$7,500 plus reasonable expenses for these
services.

If a quorum of Holdings unitholders is not
present in person or by proxy at the
Holdings special meeting, the special
meeting may be adjourned from time to time
until a quorum is present or represented. In
addition, adjournments of the Holdings
special meeting may be made for the
purpose of soliciting additional proxies in
favor of a proposal.

The Holdings Board is not currently aware
of any business to be acted upon at the
Holdings special meeting other than the
matters described in this joint proxy
statement/prospectus. If, however, other
matters are properly brought before the
Holdings special meeting, the persons
appointed as proxies will have discretion to
vote or act on those matters according to
their judgment.

Morrow & Co., LLC will be acting as
Holdings proxy solicitation agent:

Brokers or other nominees call: (203)
658-9400

Holdings unitholders call toll-free: (800)
573-4370

Email: pennvirginia.info@morrowco.com
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THE PROPOSED MERGER

The following description of the material information about the merger, including the summary of the material terms and provisions of the
merger agreement, is qualified in its entirety by reference to the more detailed annexes to this joint proxy statement/prospectus. We urge you to
read all of the annexes to this joint proxy statement/prospectus in their entirety.

General

The Partnership, the Partnership GP, MergerCo, Holdings and Holdings GP have entered into the merger agreement. Under the merger
agreement, the Partnership will acquire Holdings and Holdings GP through a merger of Holdings and Holdings GP with and into MergerCo, and
all Holdings Common Units outstanding at the effective time of the merger (other than Holdings Common Units held by the Partnership or its
subsidiaries, if any) will be converted into the right to receive Partnership Common Units. As a result of the merger, MergerCo will be a
subsidiary of the Partnership, with the Partnership as MergerCo s sole member and MergerCo will be the sole economic member of the
Partnership GP. In connection with the merger, the approximately 19.6 million Partnership Common Units held by Holdings and the incentive
distribution rights held by the Partnership GP will be cancelled and the 2.0% general partner interest in the Partnership held by the Partnership
GP will be converted to a non-economic management interest in the Partnership.

Pursuant to the merger agreement, the Partnership will issue to the Holdings unitholders approximately 38.3 million Partnership Common Units.
Each Holdings unitholder will receive 0.98 Partnership Common Units per Holdings Common Unit and each Holdings unitholder who would
otherwise be entitled to receive fractional Partnership Common Units pursuant to the merger will be entitled to receive a cash payment in an
amount equal to the product of (a) the closing sale price of the Partnership Common Units on the New York Stock Exchange as reported by The
Wall Street Journal on the trading day immediately preceding the date on which the effective time of the merger occurs and (b) the fraction of a
Partnership Common Unit which such holder would otherwise be entitled to receive. This represents an approximate 9.4% premium to the
closing price of Holdings Common Units on September 20, 2010, the last trading day before the public announcement of the proposed merger.
Partnership unitholders will continue to own their existing Partnership Common Units. Upon the consummation of the merger, the Partnership
will be owned approximately 46% by current Partnership unitholders, and approximately 54% by former Holdings unitholders. The Partnership
Common Units will continue to be traded on the New York Stock Exchange under the symbol PVR following the merger.

The merger agreement is attached as Annex A to this joint proxy statement/prospectus and is incorporated into this joint proxy
statement/prospectus by reference. Please read the merger agreement carefully and fully as it is the primary legal document that governs the
merger. For a summary of the merger agreement, please read The Merger Agreement beginning on page 92.

Effective Time

As soon as practicable after the satisfaction or waiver of the conditions to the merger, the certificate of merger will be filed with the Secretary of
State of the State of Delaware in accordance with the relevant provisions of Delaware law. The merger will become effective when the
certificate of merger is filed or at such later date and time as may be set forth in the certificate of merger.

The Partnership and Holdings anticipate that the merger will be completed in the first quarter of 2011. However, the effective time of the merger
could be delayed if there is a delay in satisfying any condition to the merger. There can be no assurances as to whether, or when, the Partnership
and Holdings will obtain the required approvals or complete the merger. If the merger is not completed on or before March 31, 2011, either the
Partnership or Holdings may terminate the merger agreement, unless the failure to complete the merger by that date is primarily due to the

failure of the party seeking to terminate the merger agreement to fulfill any material obligations under the merger agreement or a material breach
of the merger agreement by such party. Please read The Merger Agreement Conditions to the Consummation of the Merger beginning on page
103.
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Transactions Related to the Merger
Amended and Restated Partnership Agreement

Concurrently with the effective time of the merger, the Partnership s existing partnership agreement will be amended and restated. Under the
Partnership s amended and restated partnership agreement (i) the incentive distribution rights in the Partnership held by the Partnership GP will
be cancelled and the 2.0% general partner interest in the Partnership will be converted into a non-economic management interest in the
Partnership; (ii) the Partnership Board will be increased to nine members, all of whom will be elected by the Partnership s limited partners; and
(iii) references to the Partnership s previously outstanding subordinated units and certain other legacy provisions which are no longer applicable
to the Partnership will be eliminated.

For a summary of the amended and restated partnership agreement, please read The Amended and Restated Partnership Agreement of the
Partnership beginning on page 109.

The foregoing description of the Partnership s amended and restated partnership agreement does not purport to be complete and is qualified in its
entirety by reference to the full text of the form of amended and restated partnership agreement, which is attached as Annex B to this joint proxy
statement/prospectus and is incorporated by reference into this joint proxy statement/prospectus.

Support Covenant

As of September 20, 2010, the last trading day before the public announcement of the proposed merger, Holdings beneficially owned
approximately 19.6 million Partnership Common Units. These units represent approximately 36.7% of all outstanding Partnership Common
Units. Pursuant to the merger agreement, Holdings agreed, at any meeting of Partnership unitholders, in respect of its Partnership Common Units
to (a) appear at each Partnership unitholder meeting held to consider and vote upon the approval and adoption of the merger, the merger
agreement, the transactions contemplated thereby and any other matters required to be approved for the consummation of the merger or
otherwise cause its Partnership Common Units to be counted as present for quorum purposes, (b) vote (or cause to be voted) in favor of the
approval and adoption of the merger, the merger agreement and the transactions contemplated thereby, (c) vote (or cause to be voted) in favor of
the approval and adoption of the Partnership s amended and restated partnership agreement, and (d) vote (or cause to be voted) against any other
action, agreement or transaction, as to which a vote in favor would constitute a breach or violation of its obligations to not knowingly take any
action that is intended or is reasonably likely to result in certain adverse results as outlined in the merger agreement.

Holdings support covenant will terminate in the event of, among other things, the termination of the merger agreement or a change in
recommendation by the Holdings Board or the Partnership Board or Partnership Conflicts Committee.

Appraisal Rights

Neither Holdings unitholders nor Partnership unitholders have or are entitled to exercise appraisal rights in connection with the merger under
Delaware law and Holdings or the Partnership s existing partnership agreement.

Restrictions on Sales of Partnership Common Units Received in the Merger

Partnership Common Units to be issued to the Holdings unitholders in the merger may be traded freely and without restriction by those Holdings
unitholders not deemed to be affiliates (as that term is defined under the Securities Act) upon compliance with the procedures set forth in the
Partnership s amended and restated partnership agreement. Partnership Common Units held by any such affiliates may be sold only pursuant to a
registration statement or an exemption under the Securities Act.
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An affiliate of Holdings is a person who directly, or indirectly through one or more intermediaries, controls, is controlled by, or is under
common control with, Holdings. These restrictions are expected to apply to the directors and executive officers of Holdings and the holders of
10% or more of outstanding Holdings Common Units. The same restrictions apply to the spouses and certain relatives of those persons and any
trusts, estates, corporations or other entities in which those persons have a 10% or greater beneficial or equity interest. The Partnership will give
stop transfer instructions to the transfer agent with respect to the Partnership Common Units to be received by persons subject to these
restrictions.

Listing of the Partnership Common Units; Delisting and Deregistration of Holdings Common Units

It is a condition to the merger that the Partnership Common Units to be issued in the merger be approved for listing on the New York Stock
Exchange, subject to official notice of issuance. If the merger is completed, Holdings Common Units will cease to be listed on the New York
Stock Exchange and Holdings Common Units will be deregistered under the Exchange Act.

Accounting Treatment of the Merger

The merger will be accounted for in accordance with Financial Accounting Standards Board Accounting Standards Codification 810,
Consolidation Overall Changes in Parent s Ownership Interest in a Subsidiary, which is referred to as FASB ASC 810. Holdings is

considered as the surviving consolidated entity for accounting purposes rather than the Partnership, which is the surviving consolidated entity for
legal and reporting purposes. Therefore, the changes in Holdings ownership interest will be accounted for as an equity transaction and no gain or
loss will be recognized as a result of the merger.

Litigation

On September 27, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, Holdings GP, the
Partnership, the Partnership GP, MergerCo and Holdings GP s directors in the Court of Chancery of the State of Delaware under the caption
Israni v. Penn Virginia GP Holdings, L.P., et al., Civil Action No. 5851-CC. On September 29, 2010, a putative class action complaint was filed
by a purported Holdings unitholder against Holdings, Holdings GP, the Partnership, the Partnership GP, MergerCo and Holdings GP s directors
and a Holdings GP officer in the Court of Chancery of the State of Delaware under the caption Rooney v. Penn Virginia GP Holdings, L.P., et
al., Civil Action No. 5859-CC. These two complaints alleged, among other things, that certain of the defendants breached their fiduciary duties
to Holdings public unitholders in connection with the merger by, among other things, accepting insufficient consideration and that the
Partnership and Partnership GP aided and abetted those breaches. On October 7, 2010, the Court of Chancery of the State of Delaware entered a
stipulation and order consolidating the two actions described above under the caption In re Penn Virginia GP Holdings, L.P. Shareholder
Litigation, C.A. No. 5851-CC, and designating the complaint filed in civil action no. 5851-CC as the operative complaint. By November 4,
2010, all of the defendants had moved to dismiss the complaint. On November 9, 2010, the plaintiffs moved to voluntarily dismiss the
consolidated action. On November 15, 2010, the Court of Chancery of the State of Delaware granted dismissal of the consolidated action.
Hence, there is currently no litigation pending in Delaware challenging the merger.

On October 1, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, the Partnership and certain
of Holdings GP s directors in the Court of Common Pleas of Delaware County, Pennsylvania under the caption Epoch v. Penn Virginia GP
Holdings, L.P., et al. In the complaint, the plaintiff alleged that certain of the defendants breached their fiduciary duties to Holdings public
unitholders in connection with the merger by, among other things, accepting insufficient consideration and engaging in a flawed process and that
certain of the defendants aided and abetted those breaches. Among other things, the complaint sought an order certifying a class consisting of all
Holdings public unitholders, enjoining the consummation of the merger, rescinding the merger, directing the board of directors of Holdings GP
to obtain a transaction that is
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in the best interests of the Holdings unitholders and an award of attorneys fees and costs. On October 26, 2010, all but two of the defendants
filed preliminary objections to the complaint. On October 27, 2010, plaintiff filed a motion for expedited discovery. By November 5, 2010, the
remaining two defendants had filed preliminary objections to the complaint. On November 15, 2010, plaintiff filed an amended complaint,
purporting to add Sanjay Israni as a named plaintiff and Holdings GP, the Partnership GP and MergerCo as defendants. In the amended
complaint, the purported plaintiffs allege that certain of the purported defendants breached their duties to Holdings unitholders pursuant to
Holdings amended and restated partnership agreement in connection with the merger by, among other things, engaging in a flawed process and
failing to provide material information and/or providing materially misleading information to Holdings unitholders in connection with their vote
on the merger and that certain of the defendants aided and abetted those breaches. The amended complaint also alleges that certain of the
purported defendants breached the implied covenant of good faith and fair dealing that arises from Holdings amended and restated partnership
agreement. Among other things, the amended complaint seeks an order certifying a class consisting of all Holdings public unitholders, enjoining
the consummation of the merger preliminarily and permanently, rescinding the merger, awarding damages and awarding attorneys fees and
costs. The defendants have not yet answered or otherwise responded to the amended complaint. On November 16, 2010, the defendants filed
oppositions to plaintiff s motion for expedited discovery. On November 19, 2010, the Court of Common Pleas of Delaware County, Pennsylvania
denied plaintiff s motion for expedited discovery.

On October 6, 2010, a putative class action complaint was filed by a purported Holdings unitholder against Holdings, Holdings GP, the
Partnership, the Partnership GP, MergerCo and certain of Holdings GP s officers and directors in the Court of Common Pleas of Delaware
County, Pennsylvania under the caption Scheifele v. Shea, et al. In the complaint, the plaintiff alleges that certain of the defendants breached
their fiduciary duties to Holdings public unitholders in connection with the merger by, among other things, means of an unfair process and an
unfair price and that certain of the defendants aided and abetted those breaches. Among other things, the complaint seeks an order certifying a
class consisting of all Holdings public unitholders, enjoining the merger preliminarily or permanently, rescinding the merger, awarding damages
and awarding attorneys fees and costs. The defendants have not yet answered or otherwise responded to the complaint.

The Partnership and Holdings do not believe that the claims alleged in the complaints have any merit, and intend to vigorously defend the
actions.
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THE MERGER AGREEMENT

The following is a summary of the material terms of the merger agreement. Because this is a summary, it does not contain all information that
may be important to you. You should read the entire joint proxy statement/prospectus and all of its annexes, including the merger agreement,
carefully before you decide how to vote.

Explanatory Note Regarding Summary of the Merger Agreement

The summary of the terms of the merger agreement is intended to provide information about the material terms of the merger. The terms and
information in the merger agreement should not be relied on as disclosures about the Partnership or Holdings without consideration to the
entirety of public disclosure by the Partnership and Holdings as set forth in all of their respective public reports with the SEC. The terms of the
merger agreement (such as the representations and warranties) govern the contractual rights and relationships, and allocate risks, between the
parties in relation to the merger. In particular, the representations and warranties made by the parties to each other in the merger agreement have
been negotiated between the parties with the principal purpose of setting forth their respective rights with respect to their obligation to close the
merger should events or circumstances change or be different from those stated in the representations and warranties. Matters may change from
the state of affairs contemplated by the representations and warranties. The Partnership and Holdings will provide additional disclosure in their
public reports to the extent that they are aware of the existence of any material facts that are required to be disclosed under federal securities
laws and that might otherwise contradict the terms and information contained in the merger agreement and will update such disclosure as
required by federal securities laws.

Directors and Officers of the Partnership GP Following the Merger

The Partnership GP will continue to manage the Partnership after the merger. The Partnership s management team will continue in their current
roles and will manage the Partnership GP following the merger. Following the effective time of the merger, the Partnership Board is expected to
consist of nine members. The six current members of the Partnership Board will continue as directors of the Partnership Board. In addition, the
three members of the Holdings Conflicts Committee shall be nominated and elected by the Partnership Board to serve as directors of the
Partnership Board following the effective time of the merger.

Closing Matters
Closing

Unless the parties agree otherwise in writing, the closing of the merger will take place on the third business day after the closing conditions in

the merger agreement have been satisfied or waived or such other time or date to which the parties agree in writing. Please read ~ Conditions to
the Consummation of the Merger beginning on page 103 for a more complete description of the conditions that must be satisfied or waived prior
to closing. The date on which the closing occurs is referred to as the closing date. The closing of the merger will take place at the offices of
Vinson & Elkins L.L.P. in New York, New York at 10:00 a.m., local time, on the closing date.

Effective Time

Subject to the satisfaction or waiver of the conditions to the merger, the certificate of merger will be filed with the Secretary of State of the State
of Delaware in accordance with the relevant provisions of Delaware law. The merger will become effective when the certificate of merger is
filed or at such later date and time as may be set forth in the certificate of merger.
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General

Pursuant to the merger agreement, all of the general partner interest in Holdings, the limited liability company interests in Holdings GP, and all
Partnership Common Units owned by Holdings outstanding immediately prior to the effective time of the merger shall be cancelled and cease to
exist.

Pursuant to the merger agreement the Partnership will issue to the Holdings unitholders approximately 38.3 million Partnership Common Units
in exchange for Holdings Common Units currently held by such unitholders. Each Holdings unitholder will receive 0.98 Partnership Common
Units per Holdings Common Unit and each Holdings unitholder who would otherwise be entitled to receive fractional Partnership Common
Units pursuant to the merger will be entitled to receive a cash payment in an amount equal to the product of (a) the closing sale price of the
Partnership Common Units on the New York Stock Exchange as reported by The Wall Street Journal on the trading day immediately preceding
the date on which the effective time of the merger occurs and (b) the fraction of a Partnership Common Unit which such holder would otherwise
be entitled to receive. All Holdings Common Units, when converted into the right to receive Partnership Common Units in the merger, shall
cease to be outstanding and shall automatically be cancelled and cease to exist.

Exchange Procedures

The Partnership will deposit with American Stock Transfer & Trust Company (the exchange agent in connection with the merger) sufficient
Partnership Common Units and cash (for payment for any fractional Holdings Common Units) for the benefit of holders of Holdings Common
Units to be exchanged for the stated consideration the holder is entitled to receive under the merger agreement.

Promptly after the effective time of merger, the exchange agent will send a letter of transmittal to each person who was a Holdings unitholder at
the effective time of the merger. This letter will contain instructions on how to surrender certificates or non-certificated units represented by
book-entry formerly representing Holdings Common Units in exchange for the stated consideration the holder is entitled to receive under the
merger agreement.

Distributions with Respect to Unexchanged Holdings Common Units

After the effective time of the merger, former Holdings unitholders will be entitled to (i) Partnership distributions payable with a record date
after the effective time of the merger with respect to the number of Partnership Common Units to which they are entitled upon exchange of their
Holdings Common Units, without interest and (ii) any distributions with respect to their Holdings Common Units with a record date occurring
prior to the effective time of the merger that may have been declared or made by Holdings on such Holdings Common Units and which remain
unpaid at the effective time of the merger. However, they will not be paid distributions on such Partnership Common Units until they surrender
the certificates or non-certificated units represented by book-entry form representing their Holdings Common Units to the exchange agent in
accordance with the exchange agent s instructions. After the close of business on the date on which the effective time of the merger occurs, there
will be no transfers on the unit transfer books of Holdings with respect to any Holdings Common Units.

Fractional Units

Fractional Partnership Common Units will not be issued pursuant to the merger. Instead, each Holdings unitholder who would otherwise be
entitled to receive fractional Partnership Common Units pursuant to the merger will be entitled to receive a cash payment in an amount equal to
the product of (a) the closing sale price of the Partnership Common Units on the New York Stock Exchange as reported by The Wall Street
Journal on the trading day immediately preceding the date on which the effective time of the merger occurs and (b) the fraction of a Partnership
Common Unit which such holder would otherwise be entitled to receive.
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Termination of Exchange Fund

Any portion of the stated consideration, or distributions payable in accordance with the merger agreement, made available to the exchange agent
that remains unclaimed by Holdings unitholders after 180 days following the effective time of the merger will be returned to the Partnership
upon demand. Thereafter, a Holdings unitholder must look only to the Partnership for payment of the stated consideration, including any cash in
lieu of the issuance of fractional Partnership Common Units, and any distributions with respect to the Partnership Common Units or Holdings
Common Units to which the holder is entitled under the terms of the merger agreement. Any amounts remaining unclaimed by Holdings
unitholders immediately prior to such time as such amounts would otherwise revert to or become the property of any governmental authority
will, to the extent permitted by applicable law, become the property of the Partnership free and clear of any liens, claims and interests.

Lost Unit Certificates

If a certificate formerly representing Holdings Common Units has been lost, stolen or destroyed, the exchange agent will issue the consideration
properly payable under the merger agreement upon receipt of an affidavit as to that loss, theft or destruction, and, if required by the Partnership,
the posting of a bond in a reasonable amount as indemnity.

Withholding

The Partnership, MergerCo and the exchange agent will be entitled to deduct and withhold from the stated consideration payable to any
Holdings unitholder the amounts they are required to deduct and withhold under the Internal Revenue Code or any state, local or foreign tax law.
Withheld amounts will be treated for all purposes of the merger as having been paid to the respective Holdings unitholders.

Anti-Dilution Provisions

The stated consideration will be correspondingly adjusted if, at any time between the date of the merger agreement and the effective time of the
merger, there is any change in the outstanding Holdings Common Units or outstanding Partnership Common Units by reason of any subdivision,
reclassification, recapitalization, split, combination, or distribution in the form of equity interests with respect to such units.

Holdings Long-Term Incentive Plan

Each outstanding Holdings deferred common unit credited to a participant of Holdings long-term incentive plan will be converted into
Partnership deferred common units under the Partnership s long-term incentive plan at a ratio of 0.98 Partnership deferred common units per
Holdings deferred common unit.

Actions Pending the Merger

Each of the Partnership and the Partnership GP have agreed that, without the prior written consent of the Holdings Board, it will not, and will
cause its subsidiaries not to, during the period from the date of the merger agreement until the effective time of the merger or the date, if any, on
which the merger agreement is terminated, except as expressly contemplated or permitted by the merger agreement:

conduct its business and the business of its subsidiaries other than in the ordinary and usual course of business;

fail to use commercially reasonable best efforts to preserve intact its business organization, goodwill and assets and
maintain its rights, franchises and existing relations with customers, suppliers, employees or business associates;

take any action that would have a material adverse effect with respect to the Partnership;
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other than with respect to grants of equity or other rights made in the ordinary and usual course pursuant to the Partnership s
long-term incentive plan or up to 25,000 phantom units to be awarded to certain employees of the Partnership, (i) issue, sell or
otherwise permit to become outstanding, or authorize the creation of, any additional equity, any appreciation rights or any rights,
(ii) enter into any agreements with respect to such transactions, or (iii) permit any additional equity interests to become subject to
new grants of employee unit options, unit appreciation rights or similar equity-based employee rights, that would have a material
adverse effect with respect to the Partnership.

make, declare or pay any distribution on or in respect of, or declare or make any distribution on, any of its equity securities (except
regular quarterly cash distributions of available cash (as defined in the Partnership s existing partnership agreement), in each case in
the ordinary course consistent with past practice in amounts no greater than distributions by the Partnership declared with respect to

the second quarter of 2010);

split, combine or reclassify any of its equity interests or issue or authorize or propose the issuance of any other securities in respect
of, in lieu of or in substitution for its equity interests;

except as contemplated by the Partnership s compensation or benefit plans in effect on, or as required by the terms of its securities
outstanding on, the date of the merger agreement, redeem, repurchase or otherwise acquire or permit any of its subsidiaries to
purchase, redeem or otherwise acquire any partnership interests;

merge, consolidate or enter into any other business combination transaction with any person or make any acquisition or disposition
that would be likely to have a material adverse effect with respect to the Partnership or enter into a definitive agreement with respect
to a Partnership acquisition proposal;

amend the Partnership s existing partnership agreement, except as contemplated by the merger agreement;

implement or adopt any material change in its accounting principles, practices or methods, except for changes required by law or
generally accepted accounting principles;

fail to use commercially reasonable best efforts to maintain with financially responsible insurance companies, insurance in such
amounts and against such risks and losses as has been customarily maintained by it in the past;

change in any material respect its express or deemed election relating to taxes, including elections for any and all joint ventures,
partnerships, limited liability companies or other investments where it has the capacity to make such binding election;

settle or compromise any material claim, action, suit, litigation, proceeding, arbitration, investigation, audit or controversy relating to
taxes;

change in any material respect any of its methods of reporting income or deductions for federal income tax purposes from those
employed in the preparation of its federal income tax return for the most recent taxable year for which a return has been filed, except
as may be required by applicable law, or required by the Partnership s existing partnership agreement;
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(i) incur any indebtedness for borrowed money or guarantee any such indebtedness of others; (ii) enter into any material lease
(whether operating or capital); (iii) create any lien on the property of the Partnership or its subsidiaries in connection with any
pre-existing indebtedness, new indebtedness or lease; or (iv) make or commit to make any capital expenditures, that, in each case,
would have a material adverse effect with respect to the Partnership;

authorize, recommend, propose or announce an intention to adopt a plan of complete or partial dissolution or liquidation;

except in connection with obtaining unitholder approval of the merger or its consideration of a change in recommendation as
permitted under the merger agreement, knowingly take any action that is
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intended or is reasonably likely to result in any of its representations and warranties set forth in the merger agreement being or
becoming untrue in any material respect at the closing date, any of the conditions to the consummation of the merger not being
satisfied, any material delay or prevention of the consummation of the merger or a material violation of any provision of the merger
agreement except, in each case, as may be required by law; or

agree or commit to do any of the prohibited actions described above.
Each of Holdings and Holdings GP have agreed that, without the prior written consent of the Partnership Conflicts Committee, it will not, and
will cause its subsidiaries not to, during the period from the date of the merger agreement until the effective time of the merger or the date, if
any, on which the merger agreement is terminated, except as expressly contemplated or permitted by the merger agreement:

conduct its business and the business of its subsidiaries other than in the ordinary and usual course of business;

fail to use commercially reasonable best efforts to preserve intact its business organization, goodwill and assets and
maintain its rights, franchises and existing relations with customers, suppliers, employees or business associates;

take any action that would have a material adverse effect with respect to Holdings;

other than with respect to grants of equity or other rights made in the ordinary and usual course pursuant to Holdings long-term
incentive plan, (i) issue, sell or otherwise permit to become outstanding, or authorize the creation of, any additional equity, any
appreciation rights or any rights, (ii) enter into any agreements with respect to such transactions, or (iii) permit any additional equity
interests to become subject to new grants of employee unit options, unit appreciation rights or similar equity-based employee rights;

make, declare or pay any distribution on or in respect of, or declare or make any distribution on, any of its equity securities (except
regular quarterly cash distributions of available cash (as defined in Holding s existing partnership agreement), in each case in the
ordinary course consistent with past practice in amounts no greater than distributions by Holdings declared with respect to the second
quarter of 2010);

split, combine or reclassify any of its equity interests or issue or authorize or propose the issuance of any other securities in respect
of, in lieu of or in substitution for its equity interests;

except as contemplated by Holdings compensation or benefit plans in effect on or as required by the terms of its securities
outstanding on the date of the merger agreement, redeem, repurchase or otherwise acquire or permit any of its subsidiaries to
purchase, redeem or otherwise acquire any partnership interests;

(i) sell, lease, dispose of or discontinue any portion of its assets, business or properties, which is material to it and its subsidiaries
taken as a whole, or acquire, by merger or otherwise, or lease (other than by way of foreclosures or acquisitions of control in a bona
fide fiduciary capacity or in satisfaction of debts previously contracted in good faith, in each case in the ordinary and usual course of
business consistent with past practice) any assets or all or any portion of, the business or property of any other entity which, in either
case, is material to it and its subsidiaries taken as a whole, or would be likely to have a material adverse effect with respect to
Holdings or (ii) transfer any portion of the Partnership Common Units, limited liability company interests in Holdings GP or member
interests in the Partnership GP which it owns, and, with respect to Holdings GP, transfer its non-economic (0.0%) general partner
interest in Holdings;
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amend the existing partnership agreement of Holdings or the existing limited liability company agreement of Holdings GP;
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implement or adopt any material change in its accounting principles, practices or methods, except for changes required by law or
generally accepted accounting principles;

fail to use commercially reasonable best efforts to maintain with financially responsible insurance companies, insurance in such
amounts and against such risks and losses as has been customarily maintained by it in the past;

change in any material respect its express or deemed election relating to taxes, including elections for any and all joint ventures,
partnerships, limited liability companies or other investments where it has the capacity to make such binding election;

settle or compromise any material claim, action, suit, litigation, proceeding, arbitration, investigation, audit or controversy relating to
taxes;

change in any material respect any of its methods of reporting income or deductions for federal income tax purposes from those
employed in the preparation of its federal income tax return for the most recent taxable year for which a return has been filed, except
as may be required by applicable law or required by the Partnership s existing partnership agreement;

(i) incur any indebtedness for borrowed money or guarantee any such indebtedness of others; (ii) enter into any material
lease (whether operating or capital); (iii) create any lien on the property of Holdings or its subsidiaries (including the
Partnership Common Units owned by Holdings) in connection with any pre-existing indebtedness, new indebtedness or
lease; or (iv) make or commit to make any capital expenditures;

authorize, recommend, propose or announce an intention to adopt a plan of complete or partial dissolution or liquidation;

except in connection with obtaining unitholder approval of the merger or its consideration of a change in recommendation or an
acquisition proposal as permitted under the merger agreement, knowingly take any action that is intended or is reasonably likely to
result in any of its representations and warranties set forth in the merger agreement being or becoming untrue in any material respect
at the closing date, any of the conditions to the consummation of the merger not being satisfied, any material delay or prevention of
the consummation of the merger or a material violation of any provision of the merger agreement except, in each case, as may be
required by law; or

agree or commit to do any of the prohibited actions described above.
Representations and Warranties

The merger agreement contains representations and warranties made by each of the parties regarding aspects of their respective businesses,
financial condition and structure, as well as other facts pertinent to the merger. Holdings and, to the extent necessary, Holdings GP, on the one
hand and the Partnership and MergerCo and, to the extent necessary, the Partnership GP on the other hand, has made representations and
warranties to the other in the merger agreement with respect to the following subject matters:

existence, good standing and qualification to conduct business;
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capitalization, including ownership of interests in its subsidiaries and the absence of restrictions or encumbrances with respect to
interests in its subsidiaries;

existence, ownership, good standing and qualification of subsidiaries;

power and authorization to enter into and carry out the obligations of the merger agreement and the enforceability of the merger
agreement;

compliance with laws;
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defaults on contracts;

absence of any conflict or violation of organizational documents, third party agreements or law or regulation as a result of entering
into and carrying out the obligations of the merger agreement;

filings and reports with the SEC, and financial information;

fees payable to brokers;

tax matters;

regulatory approvals or consents required to complete the merger;

the Partnership Conflicts Committee and Partnership Board recommendations;

the Holdings Conflicts Committee and Holdings Board recommendations;

operations of MergerCo;

the opinion of the financial advisor to the Holdings Conflicts Committee;

the opinion of the financial advisor to the Partnership Conflicts Committee; and

no material adverse effect with respect to the Partnership.
The representations and warranties contained in the merger agreement will not survive beyond the effective time of the merger.

Additional Covenants
Best Efforts

Each of Holdings and the Partnership has agreed to use its commercially reasonable best efforts in good faith to take all actions necessary,
proper or advisable under applicable law to consummate the merger, including obtaining regulatory approvals and any other third party
approvals, having any injunction or restraining order adversely affecting the consummation of the merger lifted or rescinded, defending any
litigation seeking to enjoin, prevent or delay the consummation of the merger or seeking material damages, and cooperating fully with the other
party and furnishing to the other party copies of all correspondence, filings and communications with the regulatory authorities. In complying
with the commercially reasonable best efforts covenant, neither the Partnership nor Holdings nor any of their subsidiaries is required to take
measures that would have a material adverse effect on it and its subsidiaries taken as a whole.

Equity Holder Approvals

Table of Contents 149



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Each of Holdings and the Partnership has agreed to call, hold and convene a meeting of its unitholders. In the case of the Holdings unitholders,
the purpose will be to consider and vote upon the approval and adoption of the merger, the merger agreement, the transactions contemplated
thereby and any other matters required to be approved by them for consummation of the merger. In the case of the Partnership unitholders, the
purpose will be to consider and vote upon the approval and adoption of the merger, the merger agreement, the transactions contemplated thereby
and any other matters required to be approved by them for consummation of the merger and the approval and adoption of the amended and
restated partnership agreement. If the Partnership Conflicts Committee or the Partnership Board changes its recommendation to Partnership
unitholders in accordance with the merger agreement, as described below, the Partnership will not be obligated to call, hold or convene the
meeting of its unitholders and the Partnership GP may adjourn, postpone or cancel any previously called unitholder meeting. If the Holdings
Board changes its recommendation to Holdings unitholders in accordance with the merger agreement and complies with its no-solicitation
covenant, both as described below, Holdings will not be obligated to call, hold or convene the meeting of its unitholders and Holdings GP may
adjourn, postpone or cancel any previously called unitholder meeting.
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Registration Statement

Each of Holdings and the Partnership agreed to cooperate in the preparation of the registration statement that includes this joint proxy
statement/prospectus (and other proxy solicitation materials of the Partnership and Holdings) filed with the SEC in connection with the merger.

Press Releases

Prior to any change in recommendation, each of Holdings and the Partnership will not, without the prior approval of the Holdings Board in the
case of Holdings and the Partnership Conflicts Committee in the case of the Partnership, issue any press release or written statement for general
circulation relating to the transactions contemplated by the merger agreement, except as otherwise required by applicable law or regulation or
the applicable New York Stock Exchange rules, in which case it will consult with the other party before issuing any such press release or written
statement.

Access; Information

Upon reasonable notice, and subject to laws relating to exchanges of information, each party and its subsidiaries will grant the other parties and
their officers, employees, counsel, accountants and other authorized representatives, access throughout the period prior to the effective time of
the merger, to all its properties, books, contracts, commitments and records and to its officers, employees, accountants, counsel and other
representatives. Neither party is required to provide access to or to disclose information where such access or disclosure would jeopardize the
attorney-client privilege or contravene any law, fiduciary duty or binding agreement entered into prior to the date of the merger agreement.

Affiliate Arrangements

Holdings must deliver to the Partnership a schedule of each person that, to the best of its knowledge, is, or is reasonably likely to be, deemed an
affiliate of Holdings, as of the date of the relevant unitholder meeting, within 15 days of the mailing of this joint proxy statement/prospectus.
Holdings must use commercially reasonable best efforts to prevent these affiliates from selling any Partnership Common Units received in
connection with the merger in violation of the registration requirements of the Securities Act.

Takeover Laws

Neither Holdings nor the Partnership will take any action that would cause the transactions contemplated by the merger agreement to be subject
to requirements imposed by any takeover laws.

No Rights Triggered

Each of Holdings and the Partnership will take all steps necessary to ensure that the entering into of the merger agreement and the
consummation of the transactions contemplated thereby will not result in the grant of any rights, including convertible securities, to any person
under their respective partnership agreements or under any material agreement to which it or its subsidiaries is a party.

New York Stock Exchange

The Partnership will use commercially reasonable best efforts to list the Partnership Common Units to be issued to the Holdings unitholders on
the New York Stock Exchange prior to the closing of the merger.
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Third Party Approvals

Holdings and the Partnership and their respective subsidiaries will cooperate and use their commercially reasonable best efforts to prepare all
documentation, to effect all filings and to obtain and comply with all permits, consents, approvals and authorizations of all third parties and all
regulatory approvals necessary to consummate the merger and to cause the amended and restated partnership agreement to be effective as
expeditiously as practicable.

Indemnification; Directors and Officers Insurance

The Partnership and MergerCo, as the surviving entity from the merger, jointly and severally, will indemnify and hold harmless each person who
is a director or officer of Holdings or any of its subsidiaries (including Holdings GP) or who is serving as a fiduciary under any employee benefit
plan, both as of the date of the merger agreement and through the effective date of the merger, to the fullest extent permitted by law in
connection with any claim arising out of or pertaining to the person s service as a director or officer of Holdings or its subsidiaries (including
Holdings GP) or as a fiduciary under any employee benefit plan and any losses, claims, liabilities, costs indemnification expenses, judgments,
fines, penalties and amounts paid in settlement resulting therefrom. Both will also pay, prior to final disposition of a claim, for any expenses
incurred in defending such claim or serving as a witness relating to any claim within ten days after any request for advancement.

The Partnership will maintain, or cause MergerCo to maintain, for at least six years following the effective time of the merger, the current

policies of directors and officers liability insurance maintained by Holdings and its subsidiaries, except that MergerCo may substitute policies of
at least the same coverage and amounts containing terms and conditions which are not less advantageous to the directors and officers of

Holdings than the existing policy; provided, that the Partnership is not required to pay annual premiums in excess of 300% of the last annual
premium paid by Holdings prior to the date of the merger agreement. Such obligation of the Partnership will be deemed to have been satisfied if
prepaid tail policies have been obtained by MergerCo with terms not less advantageous and carriers of same or better rating as the current policy.

The Partnership and Holdings also agreed that all rights to indemnification, advancement of expenses and exculpation from liabilities for acts or
omissions occurring at or prior to the effective time of the merger now existing in favor of existing indemnified parties, as provided in the
Holdings agreement of limited partnership or organizational documents of its subsidiaries (including the Holdings GP limited liability company
agreement) and the indemnification agreements of Holdings or any of its subsidiaries will be assumed by MergerCo, the Partnership and the
Partnership GP in the merger, without further action, at the effective time of the merger and will survive the merger and will continue in full
force and effect in accordance with their terms.

Notification of Certain Matters

Each of Holdings and the Partnership will give prompt notice to the other of: (a) any fact, event or circumstance known to it that is reasonably
likely, individually or taken together with other facts, events or circumstances known to it to result in any material adverse effect with respect to
it or that would cause or constitute a material breach of any of its representations, warranties, agreements or covenants contained in the merger
agreement, and (b) any change in its condition or business or any litigation or governmental complaints, investigations or hearings to the extent
it results in, or would reasonably be expected to result in, a material adverse effect with respect to it.

Section 16(b) Matters

Holdings will take such steps as are reasonably requested by any party to the merger agreement to cause, as applicable, dispositions of the equity
of Holdings (including derivative securities) by the directors and officers of Holdings pursuant to the merger agreement, to be exempt from the
short-swing profit rules under Section 16(b) of the Exchange Act.

100

Table of Contents 152



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten
Amended and Restated Partnership Agreement

Subject to receipt of the Partnership unitholders approval, the Partnership GP will execute and make effective at the effective time of the merger
the proposed amended and restated partnership agreement of the Partnership.

The Partnership Board Membership

The Partnership GP s amended and restated limited liability company agreement will provide that the Partnership Board will consist of nine
members. Prior to the mailing of this joint proxy statement, Holdings designated the three members of the Holdings Conflicts Committee (the
Holdings Director Designees ) to serve as members of the Partnership Board immediately following the effective time of the merger. The six
current members of the Partnership Board shall continue to serve as directors of the Partnership Board following the effective time of the merger
and shall nominate and elect the Holdings Director Designees to the Partnership Board immediately following the effective time of the merger.

Limitation on Partnership Acquisition Proposals
General

The Partnership has agreed that, without the prior written consent of the Holdings Board, it will not, and will cause its subsidiaries not to, during
the period from the date of merger agreement until the effective time of the merger or the date, if any, on which the merger agreement is
terminated, except as expressly contemplated by the merger agreement, enter into a definitive agreement with another person with respect to a
Partnership acquisition proposal.

Partership Acquisition Proposal. In this joint proxy statement/prospectus, the term Partnership acquisition proposal means any proposal or
offer from or by any person other than Holdings and its subsidiaries relating to (i) any direct or indirect acquisition of (a) more than 50% of the
assets of the Partnership and its subsidiaries, taken as a whole, (b) more than 50% of the outstanding equity securities of the Partnership or (c) a
business or businesses that constitute more than 50% of the cash flow, net revenues, net income or assets of the Partnership and its subsidiaries,
taken as a whole; (ii) any tender offer or exchange offer, as defined pursuant to the Exchange Act, that, if consummated, would result in any
person beneficially owning more than 50% of the outstanding equity securities of the Partnership; or (iii) any merger, consolidation, business
combination, recapitalization, liquidation, dissolution or similar transaction involving the Partnership other than the merger. The term

Partnership acquisition proposal does not include an acquisition proposal (as defined below) involving the transfer or acquisition of Holdings
interest in the Partnership GP, the incentive distribution rights in the Partnership or the Partnership Common Units held by Holdings.

Change in Recommendation by Partnership Board or the Partnership Conflicts Committee

The Partnership Board or the Partnership Conflicts Committee may withdraw, modify or qualify its recommendation to the Partnership
unitholders that they approve and adopt the merger, the merger agreement and the transactions contemplated thereby if it has concluded in good
faith, after consultation with its outside legal counsel and financial advisors, that a failure to make a change in recommendation would be
inconsistent with its fiduciary duties under the existing partnership agreement of the Partnership and applicable law. However, prior to making a
change in recommendation, the Partnership Board or the Partnership Conflicts Committee must give Holdings two business days prior written
notice that it intends to make a change in recommendation and specifying the reasons for the change in reasonable detail. During the notice
period, the Partnership and its representatives must negotiate in good faith with Holdings and its representatives to amend the merger agreement
to allow the Partnership Board and/or Partnership Conflicts Committee to proceed with and maintain its recommendation.

101

Table of Contents 153



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten
No Solicitation of Other Offers by Holdings
General

None of Holdings GP, Holdings and its subsidiaries will, and they will use their commercially reasonable best efforts to cause their
representatives not to, directly or indirectly:

knowingly initiate, solicit or encourage the submission of any acquisition proposal; or

participate in any discussions or negotiations regarding, or furnish to any person any non-public information with respect to, any
acquisition proposal.
Acquisition Proposal. In this joint proxy statement/prospectus, the term acquisition proposal means any proposal or offer from or by any person
other than the Partnership, the Partnership GP or MergerCo relating to (i) any direct or indirect acquisition of (a) more than 20% of the assets of
Holdings and its subsidiaries, taken as a whole; (b) more than 20% of the outstanding equity securities of Holdings; or (c) a business or
businesses that constitute more than 20% of the cash flow, net revenues, net income or assets of Holdings and its subsidiaries, taken as a whole;
(ii) any tender offer or exchange offer that, if consummated, would result in any person beneficially owning more than 20% of the outstanding
equity securities of Holdings; or (iii) any merger, consolidation, business combination, recapitalization, liquidation, dissolution or similar
transaction involving Holdings, other than the merger.

Provision of Information in Connection with an Acquisition Proposal

Upon receipt of an unsolicited written acquisition proposal that did not result from a knowing and intentional breach of the provisions described
under  General above, Holdings may furnish information, including information pertaining to the Partnership or its subsidiaries, to or enter into
or participate in any discussions or negotiations with the party making such acquisition proposal if the Holdings Board, after consultation with

its outside legal counsel and financial advisors, determines in good faith that such acquisition proposal constitutes or is likely to result in a
superior proposal and that failure to take such action would be inconsistent with its fiduciary duties under the existing partnership agreement of
Holdings and applicable law. Holdings will promptly provide or make available to the Partnership any non-public information concerning
Holdings or any of its subsidiaries that is provided or made available to any such party which was not previously provided to the Partnership.

Holdings may not provide any non-public information or data pertaining to the Partnership to the party making the acquisition proposal unless
(1) Holdings has not knowingly and intentionally breached its obligations described under this section ~ No Solicitation of Other Offers by
Holdings; (ii) the Holdings Board determines in good faith, after consultation with its outside legal counsel and financial advisors, that the
provision of such non-public information or data pertaining to the Partnership could possibly lead to a change in recommendation by the
Holdings Board; and (iii) Holdings has first required such party to execute a confidentiality agreement meeting the requirements of the merger
agreement, furnished a copy of such confidentiality agreement to the Partnership, and notified the Partnership of the identity of such party. In
addition, the Partnership must provide to Holdings and to any such receiving party any non-public information or data pertaining to the
Partnership that Holdings reasonably requests. However, Holdings may not provide and the Partnership will not be required to provide to any
such party any information pertaining to the Partnership where Holdings knows that the provision of such information would jeopardize the
attorney-client privilege of the institution in possession or control of such information or contravene any law or binding agreement entered into
prior to the date of the merger agreement.

Change in Recommendation by the Holdings Board

Except as provided below, the Holdings Board may not (i) withdraw, modify or qualify in any manner adverse to the Partnership its
recommendation to Holdings unitholders; (ii) publicly approve or recommend, or
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publicly propose to approve or recommend, any acquisition proposal; or (iii) approve, adopt or recommend, or publicly propose to approve,
adopt or recommend, or allow Holdings or any of its subsidiaries to execute or enter into, any letter of intent, memorandum of understanding,
agreement in principle, merger agreement, acquisition agreement, option agreement, joint venture agreement, partnership agreement or other
similar contract or any tender or exchange offer providing for, with respect to or in connection with any acquisition proposal.

Notwithstanding the foregoing, at any time prior to obtaining the requisite Holdings unitholder approval, the Holdings Board may change its
recommendation if it has concluded in good faith, after consultation with its outside legal counsel and financial advisors, that the failure to make
a change in recommendation would be inconsistent with its fiduciary duties under the existing partnership agreement of Holdings and applicable
law. The Holdings Board will not be entitled to make a change in recommendation unless Holdings and Holdings GP have (i) complied in all
material respects with the provisions described under this section ~ No Solicitation of Other Offers by Holdings , (ii) provided the Partnership with
two business days prior written notice advising that the Holdings Board intends to take such action and specifying the reasons therefor in
reasonable detail, including, if applicable, the terms and conditions of any proposed transaction that is the basis of the proposed action and the
identity of the person making the proposal and contemporaneously providing a copy of all relevant proposed transaction documents, (iii) during
the notice period, negotiated in good faith with the Partnership and its representatives to amend the merger agreement to allow the Holdings
Board and/or the Holdings Conflicts Committee to proceed with and maintain its recommendation and (iv) if applicable, provided to the
Partnership all materials and information provided to the person making the proposal.

Support Covenant

Holdings agreed, at any meeting of Partnership unitholders, in respect of its Partnership Common Units to (a) appear at each Partnership
unitholder meeting held to consider and vote upon the approval and adoption of the merger, the merger agreement, the transactions contemplated
thereby and any other matter required to be approved for the consummation of the merger or otherwise cause its Partnership Common Units to
be counted as present for quorum purposes, (b) vote (or cause to be voted) in favor of the approval and adoption of the merger, the merger
agreement and the transactions contemplated thereby, (c) vote (or cause to be voted) in favor of the approval and adoption of the Partnership s
amended and restated partnership agreement, and (d) vote (or cause to be voted) against any other action, agreement or transaction, as to which a
vote in favor would constitute a breach or violation of its obligations to not knowingly take any action that is intended or is reasonably likely to
result in certain adverse results as outlined in the merger agreement.

Holdings support covenant will terminate in the event of, among other things, the termination of the merger agreement or a change in
recommendation by the Holdings Board or the Partnership Board or Partnership Conflicts Committee.

Conditions to the Consummation of the Merger

The consummation of the merger is subject to various conditions. While it is anticipated that all of these conditions will be satisfied, there can be
no assurance as to whether or when all of the conditions will be satisfied or, where permissible, waived.

Conditions to Each Party s Obligations. Each party s obligation to complete the merger is subject to the satisfaction or waiver of the following
conditions:

approval and adoption by the holders of a majority of the Holdings Common Units outstanding and entitled to vote of the merger, the
merger agreement and the transactions contemplated thereby;

approval and adoption by the holders of a majority of the Partnership s Common Units outstanding and entitled to vote, of the merger,
the merger agreement, and the transactions contemplated thereby (other than the approval and adoption of the amended and restated
partnership agreement);
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the receipt of all consents, approvals, permits and authorization required to be obtained prior to the effective time of the merger,
except where non-receipt would not be reasonably likely to result in a material adverse effect on the Partnership or Holdings;

absence of any order, decree or injunction of any court or agency and law, statute or regulation that enjoins, prohibits or makes
illegal any of the transactions contemplated by the merger agreement, and the absence of any action, proceeding or investigation by
any regulatory authority regarding the merger or any of the transactions contemplated by the merger agreement;

the registration statement has become effective and no stop order suspending the effectiveness of the registration statement has been
issued and no proceedings for that purpose have been initiated or threatened by the SEC; and

approval by the New York Stock Exchange of listing of the Partnership Common Units to be issued in the merger, subject to official
notice of issuance.
Additional Conditions to Holdings Obligations. The obligation of Holdings to complete the merger is subject to the satisfaction or waiver of
the following conditions:

accuracy of the Partnership s and the Partnership GP s representations and warranties contained in the merger agreement
both as of the date of the merger agreement and as of the closing date of the merger, in all material respects;

the performance in all material respects by the Partnership and the Partnership GP of their respective obligations contained in the
merger agreement;

the receipt by Holdings of a certificate signed by the Chief Executive Officer of the Partnership GP to the effect that the conditions
set forth in the two bullet points above have been satisfied;

the receipt by Holdings of an opinion of its counsel to the effect that: (i) this joint proxy statement/prospectus accurately sets forth
the material federal income tax consequences to Holdings unitholders of the transactions contemplated by the merger agreement; and
(ii) no gain or loss should be recognized by Holdings unitholders to the extent Partnership Common Units are received in exchange
therefor as a result of the merger, other than gain, if any, resulting from any (a) decrease in partnership liabilities pursuant to

Section 752 of the Internal Revenue Code, (b) amounts of the termination fee or expenses paid to, or on behalf of, Holdings by any
other person pursuant to the merger agreement, (c) actual or constructive cash or other property distributions to Holdings or the
existing Holdings unitholders or (d) deemed sale of Holdings Common Units due to the receipt of cash in lieu of fractional units
pursuant to the exchange of Holdings Common Units for Partnership Common Units under the merger agreement, if applicable;

there has not occurred a material adverse effect with respect to the Partnership between the date of the merger agreement and the
closing date;

the execution and effectiveness of the proposed amended and restated partnership agreement of the Partnership by the Partnership
GP as of the effective time of the merger; and
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as of the effective time of the merger.

Additional Conditions to the Partnership s Obligations. The obligations of the Partnership to complete the merger are subject to the satisfaction
or waiver of the following conditions:

accuracy of Holdings and Holdings GP s representations and warranties contained in the merger agreement both at and as of the date
of the merger agreement and at and as of the closing date of the merger, in all material respects;

the performance in all material respects by Holdings and Holdings GP of its respective obligations contained in the merger
agreement;
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the receipt by the Partnership of a certificate signed by the Chief Financial Officer of Holdings GP to the effect that the conditions
set forth in the two bullet points above have been satisfied; and

the receipt by the Partnership of an opinion of its counsel to the effect that: (i) the adoption of the proposed amended and restated
partnership agreement, the merger and the transactions contemplated by the merger agreement will not result in a loss of limited
liability of any limited partner of the Partnership; (ii) the adoption of the proposed amended and restated partnership agreement, the
merger and the transactions contemplated by the merger agreement will not cause the Partnership to be treated as an association
taxable as a corporation or otherwise to be taxed as an entity for federal income tax purposes; (iii) at least 90% of the current gross
income of the Partnership constitutes qualifying income under Section 7704(d) of the Internal Revenue Code; (iv) this joint proxy
statement/prospectus accurately sets forth the material federal tax consequences to Partnership unitholders (other than Holdings) of
the transactions contemplated by the merger agreement; and (v) no gain or loss should be recognized by existing Partnership
unitholders (other than Holdings) as a result of the merger and other transactions contemplated by the merger agreement (other than
gain, if any, resulting from any (a) decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue Code,
(b) amounts of the termination fee or expenses paid to, or on behalf of, the Partnership by any other person pursuant to the merger
agreement or (c) actual or constructive cash or other property distributions to the Partnership or the existing Partnership unitholders
(other than Holdings)).

Termination of Merger Agreement

The merger agreement may be terminated at any time prior to the effective time of the merger in any of the following ways:

by mutual written consent of Holdings and the Partnership;

by either Holdings or the Partnership upon written notice to the other:

if the merger is not consummated on or before March 31, 2011, unless the failure of the closing to occur by this date is
primarily due to the failure of the party seeking to terminate the merger agreement to fulfill any material obligation under the
merger agreement or a material breach of the merger agreement by such party;

if any regulatory authority has issued a final and nonappealable statute, rule, order, decree or regulation or taken any other
action that permanently restrains, enjoins, or prohibits the consummation of the merger, the issuance of Partnership Common
Units to the Holdings unitholders and the proposed amended and restated partnership agreement of the Partnership or makes
the merger or any of the foregoing listed transactions illegal, provided that the terminating party is not in breach of its
obligation to use commercially reasonable best efforts to complete the merger promptly;

if the Holdings unitholders fail to approve and adopt the merger, the merger agreement and the transactions contemplated
thereby by the requisite vote; but this right to terminate is not available to Holdings if the failure to obtain the Holdings
unitholder approval was caused by a material breach by Holdings of the merger agreement;

if there has been a material breach of or any material inaccuracy in any of the representations or warranties set forth in the
merger agreement on the part of any of the other parties, which breach has not been cured within 30 days after receiving
notice from the terminating party, or which breach, by its nature, cannot be cured prior to the termination date. However, the
terminating party itself must not be in material breach of any representation, warranty, covenant or other agreement contained
in the merger agreement. In order for termination to take place, the breaches must be of such nature that they would entitle the
party receiving such a representation not to carry out the merger agreement because certain closing conditions are not met;
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if there has been a material breach of any of the covenants or agreements set forth in the merger agreement on the part of any
of the other parties, which breach has not been cured within 30 days after receiving notice from the terminating party, or
which breach, by its nature, cannot be cured prior to the termination date. However, the terminating party itself must not be in
material breach of any representation, warranty, covenant or agreement. In order for termination to take place, the breaches
must be of such nature that they would entitle the party receiving the benefits of such covenants or agreements not to
consummate the transactions contemplated by the merger agreement because certain closing conditions are not met;

if the Partnership unitholders fail to approve and adopt the merger, the merger agreement and the transactions contemplated
thereby (other than the amended and restated partnership agreement); but this right to terminate is not available to the
Partnership if the failure to obtain the Partnership unitholder approval was caused by a material breach of the merger
agreement by the Partnership; or

if, subject to certain restrictions or conditions, as a result of a change in U.S. tax law, the exchange of Holdings Common
Units for Partnership Common Units could materially increase the tax amount of U.S. federal income tax due from
Partnership unitholders or Holdings unitholders, respectively;

by the Partnership upon written notice to Holdings if (i) the Partnership Board or Partnership Conflicts Committee has changed its
recommendation to the Partnership unitholders, the Partnership has not knowingly and intentionally breached certain covenants and
the Partnership has paid the Partnership termination fee (as defined below), in accordance with the merger agreement or (ii) the
Holdings Board has changed its recommendation to the Holdings unitholders in accordance with the merger agreements; or

by Holdings upon written notice to the Partnership if (i) the Holdings Board has changed its recommendation to the Holdings

unitholders, Holdings has not knowingly and intentionally breached certain covenants and Holdings has paid the Holdings

termination fee (as defined below), in accordance with the merger agreement or (ii) the Partnership Board or Partnership Conflicts

Committee has changed its recommendation to the Partnership unitholders in accordance with the merger agreement.
Termination Fees and Expenses

Holdings or the Partnership will be obligated to pay termination fees upon the termination of the merger agreement in the following
circumstances:

Holdings will be obligated to pay a fee to an escrow agent for the benefit of the Partnership equal to $18.0 million in cash, reduced
by certain amounts paid (the Holdings termination fee ) if:

the merger agreement is terminated by the Partnership or Holdings because the Holdings Board effects a change in
recommendation;

after an acquisition proposal for 50% or more of the assets of, the equity interest in or businesses of Holdings has been
publicly made to the Holdings unitholders or an intention to make such an acquisition proposal has been made known, the
merger agreement is terminated by (i) either the Partnership or Holdings because the merger was not consummated by
March 31, 2011 or Holdings failed to obtain the requisite unitholder approvals or (ii) by the Partnership because of a material
breach of Holdings representations and warranties or agreements or covenants and, in each case, within 12 months after the
merger agreement is terminated, Holdings or any of its subsidiaries enters into a definitive agreement in respect of any
acquisition proposal and consummates the transaction contemplated by such definitive agreement (which need not be the
same acquisition proposal as the acquisition proposal first mentioned in this paragraph); or
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the merger agreement is terminated by Holdings to enter into a superior proposal under certain circumstances.

The Partnership will be obligated to pay a fee to an escrow agent for the benefit of Holdings equal to $18.0 million in cash (the
Partnership termination fee ), if the Partnership Board or the Partnership Conflicts Committee effects a change in recommendation

and either the Partnership or Holdings terminates the merger agreement because of such change in recommendation.
In the event that Holdings or the Partnership is obligated to pay the termination fee to the Partnership or Holdings, respectively, the escrow agent
will release to the Partnership or Holdings, as applicable, a portion of the termination fee equal to no greater than 70% of the maximum
remaining amount which, in the good faith view of the Partnership GP or Holdings GP, as applicable, may be taken in the gross income of the
Partnership or Holdings, as the case may be, without exceeding the permissible qualifying income limits for a publicly traded partnership based
on applicable provisions of the Internal Revenue Code. Following the year in which the initial release of the termination fee occurs, additional
amounts may be released or a portion of the fee may be required to be returned so that the amount released equals between 80% and 90% of the
maximum which the Partnership or Holdings, as applicable, could actually have taken in gross income. Any amount of the termination fee not
distributed to the party to which the fee is due will be refunded to the party that paid the fee. In addition, Holdings has waived for itself and its
affiliates, and will cause the Partnership GP to waive, any rights to any distribution by the Partnership of any termination fee paid to the
Partnership.

To the extent that Holdings has already paid the Partnership its expenses in connection with the termination of the merger agreement, and
subsequently Holdings is obligated to pay the termination fee to the escrow agent for the benefit of the Partnership due to consummating an
acquisition proposal within 12 months of termination of the merger agreement (as described above), Holdings is only obligated to pay the
escrow agent an amount equal to the difference of the applicable termination fee and expenses previously paid.

Holdings or the Partnership will be obligated to pay expenses upon the termination of the merger agreement in the following circumstances:

Holdings will be obligated to pay the Partnership s expenses, not to exceed $6.0 million, if the merger agreement is terminated by:

the Partnership because of a material breach of Holdings or Holdings GP s representations and warranties or agreements or
covenants; or

the Partnership or Holdings because Holdings failed to obtain the requisite approvals from its unitholders.

The Partnership will obligated to pay to Holdings expenses, not to exceed $6.0 million, if the merger agreement is terminated by:

Holdings because of a material breach of the Partnership s or the Partnership GP s representations and warranties or
agreements or covenants; or

Holdings or the Partnership because the Partnership failed to obtain the requisite approvals from its unitholders.
If the merger is consummated, the Partnership will pay the property and transfer taxes imposed on either party in connection with the merger.
The Partnership will pay the expenses for filing, printing and mailing this joint proxy statement/prospectus, excluding legal and accounting fees
and expenses, which are to be borne solely by the incurring party. All other expenses incurred in connection with the merger agreement will be
paid by the party incurring the fee.
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Waiver and Amendment of the Merger Agreement

Prior to the closing, any provision of the merger agreement may be waived in writing by the party benefited by the provision and approved by
the Partnership Conflicts Committee in the case of the Partnership and by the Holdings Conflicts Committee in the case of Holdings and
executed in the same manner as the merger agreement. Any provision of the merger agreement may be amended or modified prior to the closing
by a written agreement between the parties approved by the Partnership Conflicts Committee and the Holdings Board and executed in the same
manner as the merger agreement. Nonetheless, after the approvals of unitholders have been obtained, no amendment may be made that requires
further unitholder approval without such approval.

Governing Law

The merger agreement is governed by and interpreted under Delaware law.
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THE AMENDED AND RESTATED PARTNERSHIP AGREEMENT OF THE PARTNERSHIP

The following is a summary of the material provisions of the fourth amended and restated agreement of limited partnership of the Partnership.
The form of the fourth amended and restated agreement of limited partnership is attached hereto as Annex B and is referred to as the amended
and restated partnership agreement .

Concurrently with the effective time of the merger, the Partnership s existing partnership agreement will be amended and restated. The material
differences between the existing partnership agreement and the proposed amended and restated partnership agreement include: (i) the incentive
distribution rights in the Partnership held by the Partnership GP will be cancelled and the 2.0% general partner interest in the Partnership will be
converted into a non-economic management interest in the Partnership; (ii) provisions for the election of all nine directors to the Partnership
Board by the Partnership s limited partners will be added; and (iii) references to the Partnership s previously outstanding subordinated units and
certain other legacy provisions which are no longer applicable to the Partnership, will be eliminated.

The following provisions of the amended and restated partnership agreement are summarized elsewhere in this joint proxy statement/prospectus.

with regard to distributions of available cash, please read Partnership Cash Distribution Policy on page 163; and

with regard to allocations of taxable income and taxable loss, please read U.S. Federal Income Taxation of Ownership of Partnership
Common Units beginning on page 131.
Organization and Duration

The Partnership was formed on July 9, 2001 and will continue in existence unless dissolved in accordance with Article XII of the amended and
restated partnership agreement.

Purpose

The purpose of the Partnership under the amended and restated partnership agreement is to

serve as a member of its subsidiary, PVR Finco LLC;

engage directly in, or enter into or form any corporation, partnership, joint venture, limited liability company or other arrangement to
engage indirectly in, any business activity that PVR Finco LLC is permitted to engage in by its limited liability company agreement
or that its subsidiaries are permitted to engage in by their limited liability company or partnership agreements and, in connection
therewith, to exercise all of the rights and powers given to the Partnership under the agreements relating to such business activity;

engage directly in, or enter into or form any corporation, partnership, joint venture, limited liability company or other entity or
arrangement to engage indirectly in, any business activity that the Partnership GP approves and which lawfully may be conducted by
a limited partnership organized pursuant to the Delaware Revised Uniform Limited Partnership Act as amended ( DRULPA ) and, in
connection therewith, to exercise all powers conferred upon the Partnership pursuant to the agreements relating to such business
activity; provided, however that the Partnership GP reasonably determines, as of the date of acquisition or commencement of such
activity, that such activity (i) generates qualifying income (as such term is defined pursuant to Section 7704 of the Internal Revenue
Code) or (ii) enhances the operation of an activity of PVR Finco LLC;

serve as a member of the Partnership GP;
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do anything necessary or appropriate to the foregoing, including the making of capital contributions or loans to the Partnership s
subsidiaries.
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Power of Attorney

Each limited partner and certain assignees of limited partner interests grant to the Partnership GP and, if appointed, a liquidator, a power of
attorney to, among other things, execute and file documents required for the Partnership s qualification, continuance or dissolution.

Capital Contributions
The Partnership unitholders are not obligated to make additional capital contributions, except as described below under  Limited Liability.
Limited Liability

Assuming that a limited partner does not participate in the control of the Partnership s business within the meaning of the DRULPA and that it
otherwise acts in conformity with the provisions of the Partnership s amended and restated partnership agreement, the limited partner s liability
under the DRULPA will be limited, subject to possible exceptions, to the amount of capital the limited partner is obligated to contribute to the
Partnership for the limited partner s Partnership Common Units plus the limited partner s share of any undistributed profits and assets and any
funds wrongfully distributed to it, as described below. If it were determined, however, that the right, or exercise of the right, by the Partnership s
limited partners as a group:

to elect directors to the Partnership Board;

to remove or replace the Partnership GP;

to approve certain amendments to the amended and restated partnership agreement; or

to take any other action under the amended and restated partnership agreement
constituted participation in the control of the Partnership s business for the purposes of the DRULPA, then the limited partners could be held
personally liable for the Partnership s obligations under the laws of Delaware, to the same extent as the Partnership GP. This liability would
extend to persons who transact business with the Partnership who reasonably believe that a limited partner is a general partner based on the
limited partner s conduct. Neither the Partnership s amended and restated partnership agreement nor the DRULPA specifically provides for legal
recourse against the Partnership GP if a limited partner were to lose limited liability through any fault of the Partnership GP. While this does not
mean that a limited partner could not seek legal recourse, the Partnership knows of no precedent for this type of a claim in Delaware case law.

Under the DRULPA, a limited partnership may not make a distribution to a partner if, after the distribution, all liabilities of the limited
partnership, other than liabilities to partners on account of their partnership interests and liabilities for which the recourse of creditors is limited
to specific property of the limited partnership, would exceed the fair value of the assets of the limited partnership. For the purpose of
determining the fair value of the assets of a limited partnership, the DRULPA provides that the fair value of property subject to liability for
which recourse of creditors is limited will be included in the assets of the limited partnership only to the extent that the fair value of that property
exceeds the nonrecourse liability. The DRULPA provides that a limited partner who receives a distribution and knew at the time of the
distribution that the distribution was in violation of the DRULPA will be liable to the limited partnership for the amount of the distribution for
three years from the date of distribution. Under the DRULPA, an assignee who becomes a substituted limited partner of a limited partnership is
liable for the obligations of its assignor to make contributions to the Partnership, excluding any obligations of the assignor with respect to
wrongful distributions, as described above, except the assignee is not obligated for liabilities unknown to it at the time it became a limited
partner and that could not be ascertained from the amended and restated partnership agreement.
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The Partnership s subsidiaries conduct business in multiple states. Maintenance of the Partnership s limited liability as a limited partner or
member of the Partnership s subsidiaries formed as limited partnerships or limited liability companies may require compliance with legal
requirements in the jurisdictions in which such subsidiaries conduct business, including qualifying the Partnership s subsidiaries to do business
there. Limitations on the liability of a limited partner or member for the obligations of a limited partnership or limited liability company have not
been clearly established in many jurisdictions.

If it were determined that the Partnership was, by virtue of the Partnership s limited partner interest or limited liability company interest in its
subsidiaries or otherwise, conducting business in any state without compliance with the applicable limited partnership or limited liability

company statute, or that the right or exercise of the right by the limited partners as a group to elect directors to the Partnership Board, to remove

or replace the Partnership GP, to approve certain amendments to the Partnership s amended and restated partnership agreement, or to take other
action under the amended and restated partnership agreement constituted participation in the control of the Partnership s business for purposes of
the statutes of any relevant jurisdiction, then the limited partners could be held personally liable for the Partnership s obligations under the law of
that jurisdiction to the same extent as the Partnership GP under the circumstances. The Partnership will operate in a manner that the Partnership

GP considers reasonable and necessary or appropriate to preserve the limited liability of the limited partners.

Voting Rights

The following matters, among others, require the Partnership unitholder vote specified below.

Election of directors to the Partnership Board Plurality of the votes cast at meetings of the limited partners. Please read
Meetings; Voting beginning on page 117.

Amendment of the amended and restated partnership Certain amendments may be made by the Partnership GP without the approval of

agreement Partnership unitholders. Certain other amendments require the approval of a
majority of outstanding Partnership Common Units. Certain other amendments
require the approval of a super-majority of outstanding Partnership Common
Units. Please read =~ Amendment of the Amended and Restated Partnership
Agreement beginning on page 112.

Merger or the sale of all or substantially all of the Majority of the outstanding Partnership Common Units. Please read ~ Merger, Sale
Partnership s assets or Other Disposition of Assets beginning on page 113.
Dissolution of the Partnership Majority of the outstanding Partnership Common Units. Please read  Termination

and Dissolution on page 114.

Removal of the Partnership GP 662/3% of the outstanding units, including units held by the Partnership GP and its
affiliates. Please read =~ Withdrawal or Removal of the Partnership GP beginning on
page 114.

Issuance of Additional Securities

The amended and restated partnership agreement authorizes the Partnership GP to cause the Partnership to issue an unlimited number of
additional limited partner interests and other equity securities for the consideration and on the terms and conditions established by the
Partnership GP in its sole discretion without the approval of any limited partners.
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It is possible that the Partnership will fund acquisitions, and other capital requirements, through the issuance of additional Partnership Common
Units or other equity securities. Holders of any additional Partnership Common Units that the Partnership issues will be, and the holders of
additional equity securities or limited partner interests that the Partnership issues may be, entitled to share with then-existing Partnership
unitholders in the Partnership s distributions of available cash. In addition, the issuance of additional limited partner interests may dilute (i) the
percentage interests of then-existing Partnership unitholders in the Partnership s net assets, and (ii) the voting rights of then-existing Partnership
unitholders under the amended and restated partnership agreement.

In accordance with Delaware law and the provisions of its amended and restated partnership agreement, the Partnership may also issue
additional partnership securities that, in the sole discretion of the Partnership GP, have special designations, preferences, powers and duties,
including special voting rights to which the Partnership Common Units are not entitled.

Partnership unitholders do not have preemptive rights to acquire additional Partnership Common Units or other partnership interests.
Amendment of the Amended and Restated Partnership Agreement

General. Amendments to the amended and restated partnership agreement may be proposed only by or with the consent of the Partnership GP,
which consent may be given or withheld in its sole discretion. To adopt a proposed amendment, other than certain amendments discussed below,
the Partnership GP must seek written approval of the holders of the number of units required to approve the amendment or call a meeting of the
limited partners to consider and vote upon the proposed amendment. Except as otherwise described below, an amendment must be approved by
the holders of at least a majority of the outstanding Partnership Common Units.

No Unitholder Approval. The Partnership GP may generally make amendments to the amended and restated partnership agreement without the
approval of any limited partner or assignee to reflect:

a change in the Partnership s name, the location of the Partnership s principal place of business, the Partnership s registered agent or
the Partnership s registered office;

the admission, substitution, withdrawal, or removal of partners, as applicable, in accordance with the amended and restated
partnership agreement;

a change that, in the sole discretion of the Partnership GP, is necessary or advisable for the Partnership to qualify or to continue the
Partnership s qualification as a limited partnership or a partnership in which the limited partners have limited liability under the laws
of any state or to ensure that none of the Partnership, nor PVR Finco LLC nor any of its subsidiaries will be treated as an association
taxable as a corporation or otherwise taxed as an entity for federal income tax purposes;

a change that is necessary, in the opinion of the Partnership s counsel, to prevent the Partnership, the Partnership GP or its directors,
officers, agents or trustees from in any manner being subjected to the provisions of the Investment Company Act of 1940, the
Investment Advisors Act of 1940, or plan asset regulations adopted under the Employee Retirement Income Security Act of 1974,
whether or not substantially similar to plan asset regulations currently applied or proposed;

an amendment that in the discretion of the Partnership GP is necessary or advisable for the authorization of issuance of any class or
series of additional limited partner interests or general partner interests;

any amendment expressly permitted in the amended and restated partnership agreement to be made by the Partnership GP acting
alone;
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any amendment that, in the discretion of the Partnership GP, is necessary or advisable for the formation by the Partnership of, or the
Partnership s investment in, any corporation, partnership or other entity, in connection with conduct otherwise permitted by the
amended and restated partnership agreement;

a change in the Partnership s fiscal year or taxable year and related changes;

a merger or conveyance pursuant to the terms of the amended and restated partnership agreement; or

any other amendments substantially similar to any of the matters described in the clauses above.
In addition, the Partnership GP may make amendments to the amended and restated partnership agreement without the approval of any limited
partner or assignee if those amendments, in the discretion of the Partnership GP, reflect a change that:

does not adversely affect the Partnership s limited partners (or any particular class of limited partners as compared to other classes of
limited partners) in any material respect;

is necessary or advisable to satisfy any requirements, conditions or guidelines contained in any opinion, directive, order, ruling or
regulation of any federal or state agency or judicial authority or contained in any federal or state statute;

is necessary or advisable to facilitate the trading of units of the Partnership or to comply with any rule, regulation, guideline or
requirement of any national securities exchange on which such units are or will be listed for trading, compliance with any of which
the Partnership GP deems to be in the Partnership s best interest and the best interest of the Partnership s limited partners;

is necessary or advisable for any action taken by the Partnership GP relating to splits or combinations of the units under the
provisions of the amended and restated partnership agreement; or

is required to effect the intent of the provisions of the amended and restated partnership agreement or is otherwise contemplated by
the amended and restated partnership agreement.
Opinion of Counsel and Partnership Unitholder Approval. The Partnership GP will not be required to obtain an opinion of counsel that an
amendment will not affect the limited liability of any limited partner under applicable law if one of the amendments described above under ~ No
Unitholder Approval is made. No other amendments to the amended and restated partnership agreement will become effective without the
approval of holders of at least 90% of the outstanding units unless the Partnership obtains an opinion of counsel to the effect that the amendment
will not affect the limited liability of any limited partner under applicable law.

Subject to certain exceptions, any amendment that would have a material adverse effect on the rights or preferences of any class of outstanding
units in relation to other classes of units will require the approval of at least a majority of the class of units so affected. Any amendment that
reduces the voting percentage required to take any action is required to be approved by the written consent or the affirmative vote of limited
partners constituting not less than the voting requirement sought to be reduced.

Merger, Sale or Other Disposition of Assets

The amended and restated partnership agreement generally prohibits the Partnership GP, without the prior approval of the holders of at least a
majority of the outstanding Partnership Common Units, from causing the Partnership to, among other things, merge or sell, exchange or
otherwise dispose of all or substantially all its assets or the assets of its subsidiaries. The Partnership GP may, however, mortgage, pledge,
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If conditions specified in the amended and restated partnership agreement are satisfied, the Partnership GP may, without prior approval of the
limited partners, merge the Partnership, PVR Finco LLC or any of their
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subsidiaries into, or convey all of the Partnership s assets to, a newly formed entity if (i) the sole purpose of that merger or conveyance is to
change the Partnership s legal form into another limited liability entity, (ii) the Partnership GP obtains an opinion of counsel regarding limited
liability and tax matters and (iii) the governing instruments of the new entity provide the limited partners and the Partnership GP with the same
rights and obligations as are contained in the Partnership s amended and restated partnership agreement.

The Partnership unitholders are not entitled to dissenters rights of appraisal under the amended and restated partnership agreement or applicable
Delaware law in the event of a merger or consolidation, a sale of substantially all of the Partnership s assets or any other transaction or event for
such purpose.

Termination and Dissolution

The Partnership will continue as a limited partnership until terminated under the amended and restated partnership agreement. The Partnership
will dissolve upon:

the election of the Partnership GP to dissolve the Partnership, if approved by the holders of a majority of the outstanding Partnership
Common Units;

the sale of all or substantially all of the assets and properties of the Partnership, PVR Finco LLC and their subsidiaries;

the entry of a decree of judicial dissolution of the Partnership; or

the withdrawal or removal of the Partnership GP or any other event that results in its ceasing to be general partner other than by
reason of a transfer of its general partner interest in accordance with the amended and restated partnership agreement or withdrawal
or removal following approval and admission of a successor general partner.
Upon a dissolution under the last clause above and the failure to elect a successor general partner, the holders of a majority of the outstanding
Partnership Common Units may also elect, within specific time limitations, to reconstitute the Partnership and continue its business on the same
terms and conditions described in the amended and restated partnership agreement by forming a new limited partnership on terms identical to
those in the amended and restated partnership agreement and having as general partner an entity approved by the holders of a majority of the
outstanding Partnership Common Units, subject to the Partnership s receipt of an opinion of counsel to the effect that:

the action would not result in the loss of limited liability of any limited partner; and

neither the Partnership, the reconstituted limited partnership, nor PVR Finco LLC or any of their subsidiaries would be treated as an
association taxable as a corporation or otherwise be taxable as an entity for federal income tax purposes upon the exercise of that
right to continue.

Liquidation and Distribution of Proceeds

Upon dissolution of the Partnership, unless it is reconstituted and continued as a new limited partnership, the liquidator authorized to wind up the
Partnership s affairs will, acting with all of the powers of the Partnership GP that the liquidator deems necessary or desirable in its good faith
judgment, liquidate the Partnership s assets and apply the proceeds of the liquidation as provided in Partnership Cash Distribution

Policy Distributions upon Liquidation. The liquidator may defer liquidation or distribution of the Partnership s assets for a reasonable period of
time or distribute assets to partners in kind if it determines that a sale would be impractical or would cause undue loss to the partners.

Withdrawal or Removal of the Partnership GP
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September 30, 2011 without giving 90 days notice and without obtaining the
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approval of the holders of at least a majority of the outstanding Partnership Common Units, excluding Partnership Common Units held by the
Partnership GP and its affiliates, and furnishing an opinion of counsel regarding limited liability and tax matters. After September 30, 2011, the
Partnership GP may withdraw as general partner without the approval of the Partnership unitholders by giving 90 days notice. In addition, before
or after September 30, 2011, the Partnership GP may withdraw without approval of the Partnership unitholders upon 90 days notice to the
limited partners if at least 50% of the outstanding units are held or controlled by one person and its affiliates other than the Partnership GP and

its affiliates. In addition, the amended and restated partnership agreement permits the Partnership GP in some instances to sell or otherwise
transfer all of its general partner interest without the approval of the Partnership unitholders. See =~ Transfer of the Partnership s General Partner
Interest.

If the Partnership GP voluntarily withdraws from the Partnership by giving notice, the holders of a majority of the outstanding Partnership
Common Units may, prior to the effective date of such withdrawal, select a successor to that withdrawing general partner. If a successor is not
elected, or is elected but an opinion of counsel regarding limited liability and tax matters cannot be obtained, the Partnership will be dissolved,
wound up and liquidated, unless within 90 days (if the Partnership GP is removed or voluntarily withdraws) or 180 days (if the Partnership GP
withdraws due to bankruptcy or dissolution) after that withdrawal, the holders of a majority of the outstanding Partnership Common Units agree
in writing to reconstitute the Partnership, continue the Partnership s business and to appoint a successor general partner. See  Termination and
Dissolution.

The Partnership GP may not be removed unless that removal is approved by the vote of the holders of not less than 66 2/3% of the outstanding
units, including units held by the Partnership GP and its affiliates, and Partnership receives an opinion of counsel regarding limited liability and
tax matters. Any removal of the Partnership GP is also subject to the approval of a successor general partner by the vote of the holders of a
majority of the outstanding Partnership Common Units.

The amended and restated partnership agreement also provides that, if the Partnership GP withdraws or is removed as the general partner under
circumstances where withdrawal does not violate the amended and restated partnership agreement or where cause does not exist and a successor
general partner is elected, the Partnership GP will have the option to cause the successor general partner to purchase its general partner interest
in the Partnership and the Partnership s subsidiaries for a cash payment equal to the fair market value of the interest.

In the event of removal of the Partnership GP under circumstances where cause exists or withdrawal of the Partnership GP where that
withdrawal violates the amended and restated partnership agreement and a successor general partner is elected, a successor general partner will
have the option to purchase the general partner interest of the Partnership GP for a cash payment equal to the fair market value of that interest.

In each case, this fair market value will be determined by agreement between the Partnership GP and the successor general partner. If no
agreement is reached, an independent investment banking firm or other independent expert selected by the Partnership GP and the successor
general partner will determine the fair market value.

If the options described in the three preceding paragraphs are not exercised by either the Partnership GP or the successor general partner, the
Partnership GP s general partner interest will automatically convert into Partnership Common Units equal to the fair market value of that interest
as determined by an investment banking firm or other independent expert selected in the manner described in the preceding paragraph.

In addition, the Partnership will be required to reimburse the Partnership GP for all amounts due to it, including, without limitation, all
employee-related liabilities, including severance liabilities, incurred for the termination of any employees employed by the Partnership GP for
the Partnership s benefit.
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The Partnership GP may not transfer all or any part of its general partner interest to another person prior to September 30, 2011 without the
approval of the holders of at least a majority of the outstanding Partnership Common Units, excluding Partnership Common Units held by the
Partnership GP and its affiliates, except for a transfer by the Partnership GP of all, but not less than all, of its general partner interest to:

an affiliate of the Partnership GP (other than an individual); or

another entity in connection with the merger or consolidation of the Partnership GP with or into another entity or the transfer by the
Partnership GP of all or substantially all of its assets to another entity.
As a condition of this transfer, the transferee must assume the rights and duties of the Partnership GP under, and agree to be bound by, the
provisions of the amended and restated partnership agreement, furnish an opinion of counsel regarding limited liability and tax matters, and
agree to purchase all of the Partnership GP s partnership or membership interests in each subsidiary of the Partnership. The Partnership GP and
its affiliates may at any time, however, transfer units of the Partnership held by them to one or more persons, other than the Partnership, without
unitholder approval.

Limited Call Right

If at any time persons other than the Partnership GP and its affiliates do not own more than 20% of the then-issued and outstanding limited

partner interests of any class, the Partnership GP will have the right, which it may assign in whole or in part to any of its affiliates or to the
Partnership, to acquire all, but not less than all, of the remaining limited partner interests of such class that are held by unaffiliated persons as of
arecord date to be selected by the Partnership GP, on at least 10 days notice but not more than 60 days notice. The purchase price in the event of
this purchase is the greater of:

the highest price paid by either the Partnership GP or any of its affiliates for any limited partner interests of the class purchased
within the 90 days preceding the date on which the Partnership GP first mails notice of its election to purchase those limited partner
interests; and

the average of the daily closing prices for the 20 consecutive trading days immediately prior to the date three days before the date
such notice is mailed.
As a result of the Partnership GP s right to purchase outstanding limited partner interests, a holder of limited partner interests may have its
limited partner interests purchased at an undesirable time or price. The tax consequences to a Partnership unitholder of the exercise of this call
right are the same as a sale by that Partnership unitholder of its Partnership Common Units in the market.

Change of Management Provisions

The amended and restated partnership agreement contains specific provisions that are intended to discourage a person or group from attempting
to remove the Partnership GP as the general partner or otherwise change management. If any person or group other than the Partnership GP and
its affiliates acquires beneficial ownership of 20% or more of any class of units of the Partnership, that person or group loses voting rights on all
of its units. This loss of voting rights does not apply to (i) any person or group who acquired 20% of any class of units from the Partnership GP
or its affiliates and any transferee of 20% of any class of units from that person or group provided that the Partnership GP notifies such
transferee that such loss of voting rights does not apply, (ii) any person or group who acquires 20% of any class of units with the prior approval
of the Partnership Board.
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For the purpose of determining the limited partners entitled to notice of or to vote at any meeting or to give approvals without a meeting, the
Partnership GP may set a record date, which date for purposes of notice of a meeting shall not be less than 10 days nor more than 60 days before
the date of the meeting.

Except as described above regarding a person or group owning 20% or more of any class of units then outstanding, limited partners or assignees
who are record holders of Partnership Common Units on the record date will be entitled to notice of, and to vote at, meetings of the Partnership s
limited partners and to act upon matters for which approvals may be solicited. Partnership Common Units or other limited partner interests that
are owned by an assignee who is a record holder, but who has not yet been admitted as a limited partner, will be voted by the Partnership GP at
the written direction of the record holder. Absent direction of this kind, such Partnership Common Units or other limited partner interests will

not be voted, except that, in the case of Partnership Common Units or other limited partner interests held by the Partnership GP on behalf of
non-citizen assignees, the Partnership GP will distribute the votes on those Partnership Common Units or other limited partner interests in the
same ratios as the votes of limited partners (including the general partner) on other units are cast.

If authorized by the Partnership GP, any action that is required or permitted to be taken by Partnership unitholders may be taken either at a
meeting of Partnership unitholders or without a meeting if consents in writing describing the action so taken are signed by holders of the number
of units necessary to authorize or take that action at a meeting. Meetings of the limited partners may be called by the Partnership GP or by
limited partners owning at least 20% of the outstanding units of the class for which a meeting is proposed. Limited partners may vote either in
person or by proxy at meetings.

An annual meeting of the Partnership s limited partners for the election of directors to the Partnership Board, and such other matters as the
Partnership Board submits to a vote of the limited partners, will be held in June of each year or on such other date as is fixed by the Partnership
GP. At a meeting for the election of directors to the Partnership Board, directors are elected by a plurality of votes cast by the limited partners
holding outstanding units (other than the Partnership GP and limited partners holding a direct interest in the Partnership GP or any affiliates of
such limited partners). If the Partnership GP has provided at least 30 days advanced notice of any meeting at which directors are to be elected to
the Partnership Board, then the limited partners (other than the Partnership GP and limited partners holding a direct interest in the Partnership

GP or any affiliates of such limited partners) holding any outstanding units, represented by person or proxy at the meeting, will constitute a
quorum. If the Partnership GP has provided less than 30 days advanced notice of a meeting at which directors are to be elected to the Partnership
Board, then the limited partners (other than the Partnership GP and limited partners holding a direct interest in the Partnership GP or any

affiliates of such limited partners) holding a majority of the outstanding units will constitute a quorum at such meeting.

Except with respect to meeting at which directors are to be elected to the Partnership Board, the holders of a majority of the outstanding units of
the class or classes for which a meeting has been called, represented in person or by proxy, will constitute a quorum unless any action requires
approval by holders of a greater percentage of the units, in which case the quorum will be the greater percentage.

Each record holder of a Partnership Common Unit has a vote according to its percentage interest in the Partnership, although additional limited
partner interests having special voting rights could be issued. Please read  Issuance of Additional Securities. Partnership Common Units held in
nominee or street name account will be voted by the broker or other nominee in accordance with the instruction of the beneficial owner unless

the arrangement between the beneficial owner and his nominee provides otherwise.

Any notice, demand, request, report or proxy material required or permitted to be given or made to record holders of Partnership Common Units
under the amended and restated partnership agreement will be delivered to the record holder by the Partnership or by the transfer agent.
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The number of directors on the Partnership Board will be nine unless otherwise determined from time to time by a majority of the directors of
the Partnership Board then in office. Any decrease in the number of directors by the Partnership Board may not have the effect of shortening the
term of any incumbent director.

Under the amended and restated partnership agreement the Partnership Board may adopt a resolution to group or classity the directors with
respect to their terms, and which is referred to herein as the triggering resolution, by dividing the directors into three classes, with each class to
be as nearly equal in number as possible. Prior to the adoption of the triggering resolution, each director will hold office until the next annual
meeting of limited partners or until such director s earlier death, resignation or removal, and any vacancies, other than those resulting from
removal of a director by the limited partners, may be filled, until the next annual meeting, by a majority of the remaining directors then in office.
After the adoption of the triggering resolution the directors designated to Group I will serve for an initial term that expires at the first annual
meeting following the adoption of the triggering resolution, the directors designated to Group II will serve for an initial term that expires at the
second annual meeting following the adoption of the triggering resolution, and the directors designated to Group III will serve for an initial term
that expires at the third annual meeting following the adoption of the triggering resolution. At each annual meeting of limited partners, directors
to replace the directors whose terms expire at such annual meeting will be elected to hold office until the third succeeding annual meeting.

After the adoption of the triggering resolution, a director may only be removed for cause. Before and after the adoption of the triggering
resolution, a director may only be removed at a meeting of the Partnership s limited partners upon the affirmative vote of the limited partners
(other than the Partnership GP and limited partners holding a direct interest in the Partnership GP or any affiliates of such limited partners)
holding at least a majority of the outstanding units in the Partnership if at the same meeting the limited partners (other than the Partnership GP
and limited partners holding a direct interest in the Partnership GP or any affiliates of such limited partners) holding a majority of the
outstanding units in the Partnership nominate a replacement director and elect the replacement director to the Partnership Board. Before and
after the adoption of the triggering resolution, vacancies on the Partnership Board (other than vacancies caused by the removal of a director by
the Partnership s limited partners) may be filled by a majority of the remaining directors then in office.

Nominations of persons for election as directors to the Partnership Board may be made at an annual meeting of the Partnership s limited partners
only pursuant to the Partnership GP s notice of meeting (a) by or at the direction of a majority of the directors of the Partnership Board or (b) by
any limited Partner, or a group of limited partners, that holds or beneficially owns, and has continuously held or beneficially owned without
interruption for the prior 18 months, 5% of the outstanding units in the Partnership and such limited partner, or each limited partner in such
group, (i) was a record holder at the time the notice provided for in the amended and restated partnership agreement is delivered to the
Partnership GP and (ii) complies with the notice procedures set forth in the amended and restated partnership agreement.

For any nominations brought before an annual meeting of limited partners by a limited partner, the limited partner must give timely notice
thereof in writing to the Partnership GP. The notice must contain certain information as described in the amended and restated partnership
agreement. To be timely, a limited partner s notice must be delivered to the Partnership GP 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 (provided, however,
that in the event that the date of the annual meeting is more than 30 days before or more than 70 days after such anniversary date, notice by the
limited partner must be so delivered not earlier than the close of business on the 120th day prior to such annual meeting and not later than the
close of business on the later of the 90th day prior to such annual meeting or the 10" day following the day on which public announcement of

the date of such meeting is first made by the Partnership or the Partnership GP). For purposes of the 2011 annual meeting, the first anniversary

of the preceding year s annual meeting shall be deemed to be June 30, 2011. The public announcement of an adjournment or postponement of an
annual meeting will not commence a new time period (or extend any time period) for the giving of a limited partner s notice as described above.
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In the event that the number of directors is increased effective after the time period for which nominations are otherwise due and there is no
public announcement by the Partnership or the Partnership GP naming the nominees for the additional directorships at least 100 days prior to the
first anniversary of the preceding year s annual meeting, a limited partner s notice will also be considered timely, but only with respect to
nominees for the additional directorships, if it is delivered to the Partnership GP not later than the close of business on the 10th day following the
day on which such public announcement is first made by the Partnership or the Partnership GP.

Nominations of persons for election as directors also may be made at a special meeting of limited partners at which directors are to be elected in
accordance with the provisions of the amended and restated partnership agreement.

Only such persons who are nominated in accordance with the procedures set forth in the amended and restated partnership agreement will be
eligible to be elected at an annual or special meeting of limited partners to serve as directors. Notwithstanding the foregoing, unless otherwise
required by law, if each nominating limited partner (or a qualified representative of each limited partner) does not appear at the annual or special
meeting of limited partners to present a nomination, such nomination will be disregarded notwithstanding that proxies in respect of such vote
may have been received by the Partnership GP or the Partnership.

In addition to the provisions described above and in the amended and restated partnership agreement, a limited partner must also comply with all
applicable requirements of the Exchange Act and the rules and regulations thereunder; provided, however, that any references in the amended
and restated partnership agreement to the Exchange Act or the rules promulgated thereunder are not intended to and do not limit any
requirements applicable to nominations pursuant to the amended and restated partnership agreement, and compliance with the amended and
restated partnership agreement is the exclusive means for a limited partner to make nominations.

Indemnification

Under the amended and restated partnership agreement, in most circumstances, the Partnership will indemnify the following persons, to the
fullest extent permitted by law, from and against all losses, claims, damages or similar events; provided that such persons acted in good faith, in
a manner they reasonably believed to be in or not opposed to the best interests of the Partnership, and, with respect to any criminal proceeding,
had no reasonable cause to believe their conduct was unlawful:

the Partnership GP;

any departing general partner;

any person who is or was an affiliate of the Partnership GP or any departing general partner;

any person who is or was a member, partner, officer, director, employee, agent or trustee of the Partnership, Partnership GP, PVR
Finco LLC, any departing general partner or any affiliate of the Partnership, Partnership GP, PVR Finco LLC or any departing
general partner; or

any person who is or was serving at the request of the Partnership GP or any departing general partner or any affiliate of the
Partnership GP or any departing general partner or any affiliate thereof as an officer, director, employee, member, partner, agent or
trustee of another person.
Any indemnification under these provisions will only be out of the Partnership s assets. The Partnership GP shall not be personally liable for, or
have any obligation to contribute or loan funds or assets to the Partnership to enable it to effectuate indemnification. The Partnership is
authorized to purchase insurance against liabilities asserted against and expenses incurred by persons for the Partnership s activities, regardless of
whether the Partnership would have the power to indemnify the person against liabilities under the amended and restated partnership agreement.
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The Partnership GP is required to keep appropriate books and records of the Partnership s business at the Partnership s principal offices. The
books will be maintained for both tax and financial reporting purposes on an accrual basis. For tax and fiscal reporting purposes, the Partnership s
fiscal year is the calendar year.

The Partnership will furnish or make available to record holders of units in the Partnership, within 120 days after the close of each fiscal year, an
annual report containing audited financial statements by the Partnership s independent public accountants. Except for the Partnership s fourth
quarter, the Partnership will also furnish or make available unaudited financial information within 90 days after the close of each quarter.

The Partnership will furnish each record holder of a unit in the Partnership with information reasonably required for tax reporting purposes
within 90 days after the close of each calendar year.

Right to Inspect the Partnership s Books and Records

The amended and restated partnership agreement provides that a limited partner of the Partnership can, for a purpose reasonably related to his
interest as a limited partner, upon reasonable written demand and at his own expense, have furnished to it:

a current list of the name and last known address of each limited partner;

a copy of the Partnership s tax returns;

information as to the amount of cash, and a description and statement of the agreed value of any other property or services,
contributed or to be contributed by each limited partner and the date on which each limited partner became a limited partner;

copies of the Partnership s amended and restated partnership agreement, the certificate of limited partnership of the Partnership,
related amendments and powers of attorney under which they have been executed;

information regarding the status of the Partnership s business and financial condition; and

any other information regarding the Partnership s affairs as is just and reasonable.
The Partnership GP may, and intends to, keep confidential from the limited partners trade secrets or other information the disclosure of which
the Partnership GP believes in good faith is not in the Partnership s, PVR Finco LLC s, and their subsidiaries best interests, could damage the
Partnership, PVR Finco LLC and their subsidiaries or which the Partnership or its subsidiaries is required by law or by agreements with third
parties to keep confidential.
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COSTS RELATED TO THE MERGER

The Partnership will pay all applicable expenses related to filing this joint proxy statement/prospectus and related registration statement and all
related SEC and other regulatory filing fees, excluding legal and accounting fees and expenses, which are to be borne solely by the incurring
party. All other expenses incurred by Holdings and the Partnership in connection with the merger will be borne solely by the incurring party.
Please read The Merger Agreement Termination Fees and Expenses beginning on page 106.

If the merger is consummated, the Partnership will pay the property and transfer taxes imposed on either party in connection with the merger.
The Partnership will pay the expenses for filing, printing and mailing this joint proxy statement/prospectus, excluding legal and accounting fees
and expenses, which are to be borne solely by the incurring party. All other expenses incurred in connection with the merger agreement will be
paid by the party incurring the fee.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER

The following is a discussion of the material U.S. federal income tax consequences of the merger that may be relevant to Holdings unitholders
and Partnership unitholders. Unless otherwise noted, the description of the law and the legal conclusions set forth in the discussion relating to the
consequences of the merger to Holdings and its unitholders are the opinion of Akin Gump, counsel to the Holdings Conflicts Committee, as to
the material U.S. federal income tax consequences relating to those matters. Unless otherwise noted, the description of the law and the legal
conclusions set forth in the discussion relating to the consequences of the merger to the Partnership and its unitholders and the ownership of
Partnership Common Units issued in the merger are the opinion of Vinson & Elkins, counsel to the Partnership, as to the material U.S. federal
income tax consequences relating to those matters. This discussion is based upon current provisions of the Internal Revenue Code, existing and
proposed regulations and current administrative rulings and court decisions, all of which are subject to change, possibly with retroactive effect.
Changes in these authorities may cause the tax consequences to vary substantially from the consequences described below. Neither Holdings nor
the Partnership has sought a ruling from the IRS with respect to any of the tax consequences discussed below, and the IRS would not be
precluded from taking positions contrary to those described herein. As a result, no assurance can be given that the IRS will agree with all of the
tax characterizations and the tax consequences described below.

This discussion does not purport to be a complete discussion of all U.S. federal income tax consequences of the merger to the unitholders of
Holdings and the Partnership. This discussion is limited to Holdings unitholders and Partnership unitholders who are individual citizens or
residents of the United States (for U.S. federal income tax purposes) and who hold their units as capital assets within the meaning of

Section 1221 of the Internal Revenue Code (generally, property held for investment). This discussion does not apply to other persons, including
corporations, partnerships (or entities treated as partnerships for U.S. federal income tax purposes), estates or trusts, or Holdings unitholders or
Partnership unitholders who are subject to special rules under the U.S. federal income tax laws, including without limitation:

persons that are not U.S. persons for U.S. federal income tax purposes;

traders in securities that elect to mark to market their Holdings Common Units or Partnership Common Units;

financial institutions, broker-dealers or dealers in securities or currencies;

tax-exempt institutions and investors, including individual retirement accounts, real estate investment trusts, and mutual funds;

persons who received Holdings Common Units or Partnership Common Units as compensation or upon exercise of a compensatory
option, or persons who hold Holdings Common Units or Partnership Common Units as part of any compensatory arrangement; or

persons that hold Holdings Common Units or Partnership Common Units as a position in a hedging transaction, straddle, conversion
transaction or other risk reduction transaction.
Accordingly, Holdings strongly urges each Holdings unitholder, and the Partnership strongly urges each Partnership unitholder, to
consult with, and depend upon, its own tax advisor in analyzing the U.S. federal, state, local and foreign tax consequences particular to
such unitholder.

Tax Opinions Required As a Condition to Closing

No ruling has been or will be requested from the IRS with respect to the tax consequences of the merger. Instead, the Partnership and Holdings
will rely on the opinions of their respective counsel regarding the tax consequences of the merger.
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It is a condition of the Partnership s obligation to complete the merger that the Partnership receive an opinion of its counsel, Vinson & Elkins, to
the effect that for U.S. federal income tax purposes:

the adoption of the amended and restated partnership agreement, the merger and the transactions contemplated by the merger
agreement will not cause the Partnership to be treated as an association taxable as a corporation or otherwise to be taxed as an entity
for U.S. federal income tax purposes or result in loss of limited liability of any Partnership unitholder;

this joint proxy statement/prospectus accurately sets forth the material U.S. federal income tax consequences to the Partnership
unitholders (other than Holdings) of the transactions contemplated by the merger agreement;

no gain or loss should be recognized by existing Partnership unitholders (other than Holdings) as a result of the merger other than

(i) gain resulting from any decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue Code, (ii) amounts paid
to or on behalf of the Partnership by another person pursuant to the merger agreement, or (iii) actual or constructive cash or property
distributions to the existing Partnership unitholders; and

at least 90% of the current gross income of the Partnership constitutes qualifying income within the meaning of Section 7704(d) of
the Internal Revenue Code.
It is a condition of Holdings obligation to complete the merger that Holdings receive an opinion of its counsel, Akin Gump to the effect that for
U.S. federal income tax purposes:

no gain or loss should be recognized by Holdings unitholders to the extent Partnership Common Units are received in exchange for
Holdings Common Units as a result of the merger (other than gain resulting from either (i) any decrease in partnership liabilities
pursuant to Section 752 of the Internal Revenue Code, (ii) fees and expenses paid to or on behalf of Holdings under the merger
agreement, (iii) any actual or constructive cash or other property distributions received by Holdings or Holdings unitholders), or
(iv) and any gain recognized as a result of receipt of cash in lieu of fractional units; and

this joint proxy/prospectus accurately sets forth the material federal income tax consequences to Holdings unitholders of the merger
and the transactions contemplated by the merger agreement.
The opinion of Akin Gump will be subject to certain limitations and will not apply to situations in which a Holdings unitholder s basis in its
Holdings Common Units is less than its share of partnership basis in the distributed Partnership Common Units. Please read  Tax Consequences
of the Merger to Holdings Unitholders Potential Application of Section 731(c) of the Internal Revenue Code.

No opinions are being given with respect to any other tax matter arising from the merger. The opinions of counsel described above will be
expressly conditioned upon the merger being consummated in the manner contemplated by, and in accordance with, the terms set forth in the
merger agreement and described in this joint proxy statement/prospectus. In addition, the tax opinions delivered to the Partnership and Holdings
at closing will be based on certain factual representations and covenants made by the Partnership, Holdings and their respective general partners.

Unlike a ruling, an opinion of counsel represents only that counsel s best legal judgment and does not bind the IRS or the courts. Some tax
aspects of the merger are not certain and accordingly, no assurance can be given that the above-described opinions and the opinions and
statements made hereafter in this joint proxy statement/prospectus will be sustained by a court if contested by the IRS.

Further, if a change in U.S. federal income tax law occurs (other than a change in the applicable tax rates) and a termination notice is provided
by one party to the other party pursuant to the merger agreement, it is a condition to the obligation of the party providing the notice to complete
the merger that the party providing notice receive from the other party an opinion of nationally recognized tax counsel, reasonably acceptable to
the
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party providing notice, to the effect that a unitholder should not be liable for an increase in U.S. federal income tax as a result of owning or
disposing of Partnership Common Units.

Holdings unitholders and Partnership unitholders should consult with, and must rely on, their own tax advisors in analyzing the federal,
state, local and foreign tax consequences particular to them of the merger in light of their own particular circumstances, including the
possible effects of changes in federal or other tax laws.

Tax Consequences of the Merger General

Under the merger agreement, Holdings and Holdings GP will merge with and into MergerCo and all Holdings Common Units will be converted
into the right to receive Partnership Common Units. As a result of the merger, MergerCo will be the sole economic member of the Partnership
GP. Immediately thereafter, the Partnership Common Units held by Holdings and the incentive distribution rights in the Partnership held by the
Partnership GP will be cancelled and the 2.0% economic general partner interest in the Partnership held by the Partnership GP will be converted
to a non-economic management interest in the Partnership.

For U.S. federal income tax purposes, the Partnership and Holdings intend to take the position that the merger will be treated as an assets over
merger of the Partnership into Holdings. In that case, the Partnership will be deemed to contribute all of its assets and liabilities to Holdings in
exchange for newly issued Holdings Common Units and liquidate immediately thereafter, distributing all of the Holdings Common Units to the
Partnership s unitholders. However, if persons that were partners of the Partnership immediately before the merger own more than 50% of the
capital and profits interest in the Partnership after the merger (referred to herein as satisfaction of the Partnership Survivor Condition ), the
Partnership will be the survivor for federal income tax purposes and Holdings generally will be deemed to contribute all of its assets and
liabilities to the Partnership in exchange for newly issued Partnership Common Units and liquidate immediately thereafter, distributing all of the
Partnership Common Units to the Holdings unitholders.

Because the satisfaction of the Partnership Survivor Condition will depend on the identity of Holdings and the Partnership s owners at the time of
the merger, the Partnership and Holdings will not be able to reach a conclusion whether to treat Holdings as merging into the Partnership or to

treat the Partnership as merging into Holdings until the end of the tax year in which the merger is complete (when Holdings and the Partnership

will receive ownership information as of the time of the merger). However, no assurance can be given that the IRS will agree with the foregoing

tax treatment of the merger or that such treatment will be respected. If an IRS assertion that the merger should not be treated as a merger were
sustained by a court of law, the Holdings unitholders receipt of Partnership Common Units in exchange for Holdings Common Units could be
treated as an exchange resulting in a termination of the Partnership for tax purposes, resulting in a material loss or deferral of certain tax benefits.
Please read U.S. Federal Income Taxation of Ownership of Partnership Common Units Disposition of Partnership Common Units Constructive
Termination.

The remainder of this discussion, except as otherwise noted, assumes that the Partnership Survivor Condition is not satisfied and that the merger
will be treated for U.S. federal income tax purposes as an assets over merger of the Partnership into Holdings. However, where the tax
consequences could be materially different if the Partnership Survivor Condition were satisfied and the merger were treated as an assets over
merger of Holdings into the Partnership, or if the IRS were successful in recharacterizing the merger as either a contribution by the Holdings
unitholders of their Holdings Common Units to the Partnership in exchange for Partnership Common Units or a liquidation, in whole or in part,

of Holdings, this discussion also generally describes such alternative tax consequences. Please read ~ Tax Consequences of the Merger to
Holdings Unitholders for a discussion of such consequences to a Holdings unitholder, = Tax Consequences of the Merger to Existing Partnership
Unitholders for a discussion of such consequences to existing Partnership unitholders, and  Effect of the Merger on the Ratio of Taxable Income
to Distributions for Partnership Unitholders and Holdings Unitholders for a discussion of potential increases to the ratio of taxable income to
distributions.
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Classification of the Partnership and Holdings for U.S. Federal Income Tax Purposes

If either the Partnership or Holdings were treated as a corporation for U.S. federal income tax purposes, the consequences of the merger would
be materially different and the merger would likely be treated as a taxable exchange in which gain or loss would be recognized by the Holdings
unitholders. The discussion below assumes that each of the Partnership and Holdings will be classified as a partnership for U.S. federal income
tax purposes at the time of the merger. Please read the discussion of the opinion of Vinson & Elkins that the Partnership is classified as a
partnership for U.S. federal income tax purposes under U.S. Federal Income Taxation of Ownership of Partnership Common Units Partnership
Status below.

Tax Consequences of the Merger to Existing Partnership Unitholders

Vinson & Elkins expects to provide an opinion to the effect that no gain or loss should be recognized by existing Partnership unitholders as a
result of the merger other than (i) gain resulting from any decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue
Code, (ii) amounts paid to or on behalf of the Partnership by another person under the merger agreement, or (iii) cash or property distributions to
existing Partnership unitholders.

Possible Taxable Gain to Certain Partnership Unitholders from Reallocation of Nonrecourse Liabilities

As a partner in the Partnership, a Partnership unitholder is entitled to include the nonrecourse liabilities of the Partnership attributable to its
Partnership Common Units in the tax basis of its Partnership Common Units. Upon consummation of the merger, a Partnership unitholder will
be entitled to include a share of the nonrecourse liabilities of Holdings attributable to the Holdings Common Units deemed received in the
merger in its tax basis, and Holdings unitholders who receive Partnership Common Units will be allocated a share of the Partnership s
nonrecourse liabilities. For this purpose, all liabilities of Holdings and the Partnership will, after the merger, be considered nonrecourse
liabilities. The amount of nonrecourse liabilities attributable to a Holdings Common Unit or a Partnership Common Unit is determined under
complex regulations under Section 752 of the Internal Revenue Code.

As a result of the merger, the allocable share of nonrecourse liabilities allocated to the existing Partnership unitholders will be recalculated to
take into account the combination of Holdings and the Partnership into a single partnership for U.S. federal income tax purposes and the
issuance of additional Partnership Common Units to Holdings unitholders. Because of the issuance of new Partnership Common Units to the
Holdings unitholders, the merger may reduce the allocable share of nonrecourse liabilities of an existing Partnership unitholder, which is
referred to as a reducing debt shift. If an existing Partnership unitholder experiences a reduction in such unitholder s share of nonrecourse
liabilities as a result of the merger, such unitholder will be deemed to have received a cash distribution equal to the amount of the reduction and
a corresponding basis reduction in such unitholder s units.

A reducing debt shift and the resulting deemed cash distribution may, under certain circumstances, result in the recognition of taxable gain by a
Partnership unitholder, to the extent that the resulting deemed cash distribution exceeded such unitholder s basis in its Partnership Common
Units. However, a Partnership unitholder would not recognize taxable gain if such unitholder s tax basis in its Partnership Common Units is
positive without including any basis associated with the unitholder s share of nonrecourse liabilities. Although the Partnership has not received an
opinion with respect to the shift of nonrecourse liabilities, the Partnership does not expect that an existing Partnership unitholder will recognize a
taxable gain as a result of any reduction in such unitholder s share of nonrecourse liabilities as a result of the merger. Further, if an existing
Partnership unitholder has suspended passive losses with respect to its units, such unitholder may be able to offset any gain resulting from a
reducing debt shift with such losses. Please read U.S. Federal Income Taxation of Ownership of Partnership Common Units Tax Consequences
of Partnership Common Unit Ownership Limitations on Deductibility of Losses.
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Effect of Termination of the Partnership s Tax Year at Closing of Merger

The Partnership uses the year ending December 31 as its taxable year and the accrual method of accounting for U.S. federal income tax
purposes. As a result of merger of the Partnership into Holdings, the Partnership s taxable year will end as of the date of the merger and the
Partnership will be required to file a final U.S. federal income tax return for the taxable year ending upon the date the merger is effected. Each
Partnership unitholder will be required to include in income its share of income, gain, loss and deduction for this period. A Partnership
unitholder will receive a Schedule K-1 for the Partnership s tax year ending on the date the merger is completed, and another Schedule K-1 for
the remaining portion of the calendar year. In addition, a Partnership unitholder who has a taxable year ending on a date other than December 31
and after the date the merger is effected must include its share of income, gain, loss and deduction in income for its taxable year, with the result
that he will be required to include in income for its taxable year its share of more than one year of income, gain, loss and deduction from the
Partnership. If the Partnership Survivor Condition is satisfied, the Partnership s tax year generally will not end on the date of the merger and
Partnership unitholders will receive a single Schedule K-1 for the Partnership s calendar year.

Holding Period for Holdings Common Units Deemed Received in the Merger

The Partnership will be treated as contributing all of its assets to Holdings in exchange for Holdings Common Units followed by a deemed
distribution of Holdings Common Units to the Partnership s unitholders. See = Tax Consequences of the Merger General above. A Partnership
unitholder s holding period for Holdings Common Units deemed received in the merger will not be determined by reference to the holding period
of the unitholder s Partnership Common Units. Instead, a Partnership unitholder s holding period for Holdings Common Units deemed received in
the merger that are attributable to the Partnership s capital assets or assets used in its business, as defined in Section 1231 of the Internal Revenue
Code, will include the Partnership s holding period in those assets. However, the holding period for the Holdings Common Units deemed

received by a Partnership unitholder attributable to certain assets of Holdings, such as inventory and receivables, will begin on the day following
the merger. Consequently, a sale of Partnership Common Units immediately after the merger may result in a position of any resulting gain being
short-term gain, even if the Partnership unitholder has held its Partnership Common Units for over one year, in addition to any amount of gain
otherwise treated as ordinary income in such a sale.

Tax Consequences of the Merger to Holdings Unitholders
Gain Recognition General

Akin Gump expects to provide an opinion to the effect that no gain or loss should be recognized by the Holdings unitholders solely as a result of
the merger, other than gain resulting from (i) any decrease in partnership liabilities pursuant to Section 752 of the Internal Revenue Code,

(ii) fees and expenses paid to or on behalf of Holdings under the merger agreement, or (iii) any cash or other property distributions received by
Holdings or Holdings unitholders. If the Partnership Survivor Condition is satisfied or the merger is recharacterized as a contribution by the
Holdings unitholders of their Holdings Common Units to the Partnership in exchange for Partnership Common Units, the receipt of cash in lieu
of fractional Partnership Common Units may be treated as a distribution of cash to a Holdings unitholder, which would otherwise be non-taxable
to the extent of the Holdings unitholder s adjusted tax basis in its Holdings Common Units. In the event that the Partnership Survivor Condition
is satisfied, each Holdings unitholder is deemed to have consented pursuant to the merger agreement for U.S. federal income tax purposes to
report the cash received for fractional Partnership Common Units in the merger as a sale of a portion of such holder s Holdings Common Units to
the Partnership. Such unitholder will generally recognize gain or loss equal to the difference between the cash received and the unitholder s
adjusted tax basis allocable to such fractional Partnership Common Units.
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Possible Taxable Gain to Certain Holdings Unitholders from Reallocation of Nonrecourse Liabilities

Prior to the consummation of the merger, a Holdings unitholder is entitled to include a share of Holdings nonrecourse liabilities (including
Holdings share of the Partnership s liabilities) in the tax basis of its Holdings Common Units. Upon the consummation of the merger, Holdings
unitholders will be entitled to include a share of the Partnership s liabilities in the tax basis of its Holdings Common Units and Partnership
unitholders will be entitled to include a share of the nonrecourse liabilities of Holdings attributable to the Holdings Common Units deemed
received in the merger in their tax basis in their units. As a result of the merger, the allocable shares of nonrecourse liabilities allocated to the
existing Holdings unitholders will be recalculated to take into account the combination of Holdings and the Partnership into a single partnership
for U.S. federal income tax purposes and the issuance of additional Partnership Common Units to Holdings unitholders. If an existing Holdings
unitholder experiences a reduction in its share of nonrecourse liabilities as a result of the merger, which is referred to as a reducing debt shift ,
such Holdings unitholder will be deemed to have received a cash distribution equal to the amount of the reduction and a corresponding reduction
in the basis of its Holdings Common Units. A reducing debt shift and the resulting deemed cash distribution may, in some circumstances, result
in the recognition of taxable gain by a Partnership unitholder, to the extent that the deemed cash distribution exceeds such Partnership

unitholder s tax basis in its Partnership. Although Holdings has not received an opinion with respect to the shift of nonrecourse liabilities,
Holdings does not expect that any constructive cash distribution will exceed an existing Holdings unitholder s tax basis in its Partnership
Common Units.

For a discussion of the material U.S. federal income tax consequences of owning and disposing of the Partnership Common Units
received in the merger, please read U.S. Federal Income Taxation of Ownership of Partnership Common Units.

Potential Application of Section 731(c) of the Internal Revenue Code

Pursuant to Section 731(c) of the Internal Revenue Code, subject to specific exceptions, the distribution of marketable securities by a partnership
will be treated for U.S. federal income tax purposes as a distribution of cash. A partner will recognize gain to the extent an actual or deemed
distribution of cash exceeds the partner s basis in its partnership interest. For this purpose, if the Partnership Survivor Condition is satisfied or the
merger was otherwise recharacterized as a liquidation, in whole or in part, of Holdings instead of an assets over merger, the Partnership
Common Units owned by Holdings prior to the deemed liquidation may be deemed distributed to a Holdings unitholder as a result of the merger
and may be treated as marketable securities. Applicable exceptions to Section 731(c) may cause the amount of such Partnership Common Units
received by a Holdings unitholder in the merger that are treated as cash to be limited to such unitholder s share of Holdings basis (including basis
resulting from Section 743 adjustments) in the distributed Partnership Common Units.

It is anticipated that a Holdings unitholder s basis in such unitholder s interest in Holdings will be equal to that unitholder s share of Holding s basis
(including basis resulting from Section 743 adjustments) in the distributed Partnership Common Units, and accordingly, the deemed cash

distribution resulting from the distribution of Partnership Common Units in the merger should not exceed a unitholder s basis in that unitholder s
Holdings Common Units. In that case, a Holdings unitholder should not recognize gain as a result of the application of Section 731(c) of the

Internal Revenue Code to the merger. Although it is not anticipated, circumstances may exist under which a Holdings unitholder s share of

Holding s basis (including basis resulting from Section 743 adjustments) in the distributed Partnership Common Units exceeds the unitholder s

basis in that unitholder s Holdings Common Units, in which case the merger may result in recognition of gain by such unitholder equal to that

excess.
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Tax Basis of the Partnership Common Units Received

A Holdings unitholder s initial tax basis in its Holdings Common Units consisted of the amount the unitholder paid for the Holdings Common

Units plus the unitholder s share of Holdings nonrecourse liabilities. That basis has been and will be increased by the unitholder s share of income
and by any increases in the unitholder s share of nonrecourse liabilities. That basis has been and will be decreased, but not below zero, by
distributions, by the unitholder s share of losses, by any decreases in the unitholder s share of nonrecourse liabilities and by the unitholder s share
of expenditures that are not deductible in computing taxable income and are not required to be capitalized.

A Holdings unitholder s initial aggregate tax basis in Partnership Common Units received in the merger will be equal to the unitholder s adjusted
tax basis in the Holdings Common Units exchanged therefor, decreased by (i) any basis attributable to the unitholder s share of Holdings
nonrecourse liabilities and (ii) any basis allocable to fractional Partnership Common Units if such holder receives cash in lieu of the distribution
of fractional Partnership Common Units in the merger, and increased by the unitholder s share of the Partnership s nonrecourse liabilities
immediately after the merger. In addition, a Holdings unitholder s tax basis in the Partnership Common Units received will be increased by the
amount of any income or gain recognized by the unitholder pursuant to the transactions contemplated by the merger (other than gain recognized
with respect to cash received by such unitholder in lieu of fractional Partnership Common Units).

Effect of Termination of Holdings Tax Year at Closing of Merger if the Partnership Survival Condition is Satisfied

The Partnership uses the year ending December 31 as its taxable year and the accrual method of accounting for U.S. federal income tax

purposes. If the Partnership Survivor Condition were satisfied, Holdings taxable year would end as of the date of the merger and Holdings would
be required to file a final U.S. federal income tax return for the taxable year ending upon the date the merger is effected. Each Holdings

unitholder would be required to include in income its share of income, gain, loss and deduction for this period. In addition, a Holdings unitholder
who has a taxable year ending on a date other than December 31 and after the date the merger is effected would be required to include its share

of income, gain, loss and deduction in income for its taxable year, with the result that he will be required to include in income for its taxable year
its share of more than one year of income, gain, loss and deduction from the Holdings.

Holding Period of Partnership Common Units Received

A Holdings unitholder s holding period for Partnership Common Units received in the merger will be the same as the unitholder s holding period
of the unitholder s Holdings Common Units, since Holdings should be deemed to continue for federal income tax purposes. If the Partnership
Survivor Condition is satisfied, however, a Holdings unitholder s holding period for Partnership Common Units received in the merger would not
be determined by reference to the holding period of the unitholder s Holdings Common Units. Instead, a Holdings unitholder s holding period for
Partnership Common Units received in the merger that were attributable to Holdings capital assets or assets used in its business, as defined in
Section 1231 of the Internal Revenue Code, would include Holdings holding period in those assets. The holding period for the Partnership
Common Units received by a Holdings unitholder attributable to certain assets of Holdings, such as cash, inventory and receivables, would begin
on the day following the merger. See ~ Tax Consequences of the Merger General above.

Effect of the Merger on the Ratio of Taxable Income to Distributions for Partnership Unitholders and Holdings Unitholders

If the merger is completed, the Partnership estimates it will result in an increase in the net income (or decrease in the net loss) allocable to most
of the existing Partnership unitholders and Holdings estimates it will result in an increase in the net income (or decrease in the net loss) allocable
to all of the former Holdings
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unitholders. For the period from the closing date of the merger through December 31, 2013, which is referred to as the Projection Period, the
Partnership estimates that existing Partnership unitholders will be allocated, on a cumulative basis, up to $0.25 more net income (or less net loss)
per Partnership Common Unit as a result of the merger. Holdings estimates that the following additional amounts of net income (or less net loss)
per Holdings Common Unit described below will be allocated to the former Holdings unitholders as a result of the merger:

Approximate Range of Increased Net Income (or Decreased
Net Loss) Allocable to Former Holdings Unitholders per

Time of Holdings Unit Purchase Common Over the Projection Period
In or prior to July 2007 Between $1.50 and $2.50
August 2007 through September 2008 Between $1.30 and $1.50
October 2008 through July 2009 Between $1.75 and $5.25
August 2009 through present Less than $2.25

Notwithstanding the increased net income (or decreased net loss) allocable to existing Partnership unitholders, the Partnership anticipates that
Partnership unitholders who continue to own Partnership Common Units during the Projection Period will encounter no more than a 5% change
to their existing ratio of taxable income to cash distributions. This analysis does not consider the ability of any particular Partnership unitholder
to utilize suspended passive losses.

Notwithstanding the increased net income (or decreased net loss) allocable to former Holdings unitholders, Holdings does not anticipate that
former Holdings unitholders that receive Partnership Common Units in the merger and own those units during the Projection Period will have
federal taxable income tax liabilities resulting from their allocable share of the Partnership s net income for the Projection Period that exceeds the
amount of cash distributed to such unitholders with respect to that period. However, for those Holdings unitholders who paid less than $12.00

per unit for their Holdings Common Units between October 2008 and July 2009, it is possible that such unitholders will have an incremental tax
increase as a result of the merger that may exceed their incremental cash distributions as a result of the merger. This analysis does not consider
the ability of any particular former Holdings unitholder to utilize suspended passive losses.

The amount and effect of the increase or decrease in net income, or increase or decrease in net loss, allocated to an existing Partnership
unitholder or a former Holdings unitholder resulting from the merger will depend upon the unitholder s particular situation, including when the
unitholder purchased its Partnership Common Units or Holdings Common Units (and the basis adjustment to such unitholder s share of
Partnership Common Units or Holdings Common Units under Section 743(b) of the Internal Revenue Code) and the ability of the unitholder to
utilize any suspended passive losses. Depending on these factors, any particular unitholder may, or may not, be able to offset all or a portion of
the projected increased net income (or decreased net loss) allocated to such unitholder.

The estimates above are based upon the assumption that the merger will close during the first quarter of 2011, that approximately 38.3 million
Partnership Common Units will be issued to the Holdings unitholders in the merger, that gross income from operations will be approximately
equal to the amount required to make current distributions at the time of the merger, that the merger is respected as an assets-over merger with a
deemed liquidation of Holdings (see =~ Tax Consequences of the Merger General above) and other assumptions with regard to income, capital
expenditures, cash flow, net working capital and cash distributions. The estimates above further assume that the tax impact to the purchasers of
Partnership Common Units and Holdings Common Units after November 30, 2009, is substantially similar to the tax impact to purchasers of
such respective units during November 2009 (which are the last groups of unitholders for which the Partnership and Holdings have the requisite
tax information to compute such estimates).

These estimates are based on current tax law and tax reporting positions that the Partnership has adopted or will adopt and with which the IRS
could disagree. In addition, these estimates are subject to, among other things, numerous business, economic, regulatory, competitive and
political uncertainties over which the Partnership has
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no control. Accordingly, neither the Partnership nor Holdings can assure Partnership unitholders or Holdings unitholders that these estimates
will prove to be correct. The actual increase or decrease to taxable income could be higher or lower, and any such differences could be material
and could materially affect the value of a Partnership unitholder s units. For example, the federal income tax liability of a unitholder could be
increased during the Projection Period if the merger is not respected as an assets-over merger with a deemed liquidation of Holdings, in which
case the merger would likely result in a technical termination of the Partnership for federal income tax purposes, or if the Partnership makes a
future offering of Partnership Common Units and uses the proceeds of the offering in a manner that does not produce substantial additional
deductions during the Projection Period, such as to repay indebtedness currently outstanding or to acquire property that is not eligible for
depreciation or amortization for federal income tax purposes or that is depreciable or amortizable at a rate significantly slower than the rate
currently applicable to the Partnership s assets.
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U.S. FEDERAL INCOME TAXATION OF OWNERSHIP OF PARTNERSHIP COMMON UNITS

This section is a summary of the material U.S. federal income tax consequences that may be relevant to owning Partnership Common Units
received in the merger and, unless otherwise noted in the following discussion, is the opinion of Vinson & Elkins insofar as it describes legal
conclusions with respect to matters of U.S. federal income tax law. Such statements are based on the accuracy of the representations made by the
Partnership to Vinson & Elkins, and statements of fact do not represent opinions of Vinson & Elkins. To the extent this section discusses U.S.
federal income taxes, that discussion is based upon current provisions of the Internal Revenue Code, Treasury Regulations, and current
administrative rulings and court decisions, all of which are subject to change. Changes in these authorities may cause the tax consequences to
vary substantially from the consequences described below.

This section does not address all U.S. federal, state and local tax matters that affect the Partnership or its unitholders. To the extent that this
section relates to taxation by a state, local or other jurisdiction within the United States, such discussion is intended to provide only general
information. Neither the Partnership nor Holdings has sought the opinion of legal counsel regarding U.S. state, local or other taxation and, thus,
any portion of the following discussion relating to such taxes does not represent the opinion of Vinson & Elkins or any other legal counsel.
Furthermore, this section focuses on Partnership unitholders who are individual citizens or residents of the United States, whose functional
currency is the U.S. dollar and who hold units as capital assets (generally, property that is held as an investment). Except to the extent
specifically addressed herein, this section has no application to corporations, partnerships (and entities treated as partnerships for U.S. federal
income tax purposes), estates, trusts, non-resident aliens or other unitholders subject to specialized tax treatment, such as tax-exempt institutions,
non-U.S. persons, individual retirement accounts (IRAs), employee benefit plans, real estate investment trusts (REITs) or mutual funds.
Accordingly, the Partnership encourages each unitholder to consult, and depend on, such unitholder s own tax advisor in analyzing the U.S.
federal, state, local and non-U.S. tax consequences particular to that unitholder resulting from the ownership or disposition of Partnership
Common Units.

No ruling has been or will be requested from the IRS regarding any matter affecting the Partnership or its unitholders following the merger or
the consequences of owning Partnership Common Units received in the merger. Instead, the Partnership will rely on opinions of Vinson &
Elkins with respect to such matters. Unlike a ruling, an opinion of counsel represents only that counsel s best legal judgment and does not bind
the IRS or the courts. Accordingly, the opinions and statements made herein may not be sustained by a court if contested by the IRS. Any
contest of this sort with the IRS may materially and adversely impact the market for Partnership Common Units and the prices at which
Partnership Common Units trade. In addition, the costs of any contest with the IRS, principally legal, accounting and related fees, will result in a
reduction in cash available for distribution to the Partnership s unitholders and thus will be borne indirectly by the unitholders. Furthermore, the
tax treatment of the Partnership or of an investment in the Partnership may be significantly modified by future legislative or administrative
changes or court decisions. Any modifications may or may not be retroactively applied.

For the reasons described below, Vinson & Elkins has not rendered an opinion with respect to the following specific U.S. federal income tax
issues:

the treatment of a Partnership unitholder whose Partnership Common Units are loaned to a short seller to cover a short sale of
Partnership Common Units (please read ~ Tax Consequences of Partnership Common Unit Ownership Treatment of Short Sales );

whether the Partnership s monthly convention for allocating taxable income and losses is permitted by existing Treasury
Regulations (please read  Disposition of Partnership Common Units Allocations Between Transferors and Transferees );
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whether the Partnership s method for depreciating Section 743 adjustments is sustainable in certain cases (please read  Tax
Consequences of Partnership Common Unit Ownership Section 754 Election and  Uniformity of Partnership Common Units ); and

whether a Holdings unitholder will be able to utilize suspended passive losses related to its Holdings Common Units to offset income
from Partnership Common Units.
Partnership Status

The Partnership will be treated as a partnership for U.S. federal income tax purposes and, therefore, generally will not be liable for U.S. federal
income taxes. Instead, each of the unitholders will be required to take into account its respective share of the Partnership s items of income, gain,
loss and deduction in computing its U.S. federal income tax liability as if the unitholder had earned such income directly, even if no cash
distributions are made to the unitholder by the Partnership. Distributions by the Partnership to a unitholder generally will not be taxable to the
Partnership or the unitholder unless the amount of cash distributed to the unitholder exceeds the unitholder s tax basis in its Partnership Common
Units.

Section 7704 of the Internal Revenue Code provides that publicly traded partnerships will, as a general rule, be taxed as corporations. However,
an exception, referred to as the Qualifying Income Exception, exists with respect to publicly traded partnerships of which 90% or more of the
gross income for every taxable year consists of qualifying income. Qualifying income includes income and gains derived from the exploration,
development, mining or production, processing, refining, transportation, storage and marketing of any mineral or natural resource. Other types of
qualifying income include interest (other than from a financial business), dividends, gains from the sale of real property and gains from the sale
or other disposition of capital assets held for the production of income that otherwise constitutes qualifying income. The Partnership estimates
that less than 5% of its current gross income is not qualifying income; however, this estimate could change from time to time. Based upon and
subject to this estimate, the factual representations made by the Partnership and the general partner of the Partnership and a review of the
applicable legal authorities, Vinson & Elkins is of the opinion that at least 90% of the Partnership s current gross income constitutes qualifying
income. The portion of its income that is qualifying income may change from time to time.

No ruling has been or will be sought from the IRS and the IRS has made no determination as to the status of the Partnership as a partnership for
U.S. federal income tax purposes. It is the opinion of Vinson & Elkins that, based upon the representations described below, the Partnership has
been and will be classified as a partnership for U.S. federal income tax purposes.

In rendering its opinion, Vinson & Elkins has relied on factual representations made by the Partnership and the general partner of the
Partnership. The representations made by the Partnership and the general partner of the Partnership upon which Vinson & Elkins has relied
include:

1. The Partnership has not elected and will not elect to be treated as a corporation; and

2. For each taxable year, more than 90% of the Partnership s gross income has been and will be income that Vinson & Elkins has opined
or will opine is qualifying income within the meaning of Section 7704(d) of the Internal Revenue Code.
The Partnership believes that these representations have been true in the past and expects that these representations will continue to be true in the
future.

If the Partnership fails to meet the Qualifying Income Exception, other than a failure that is determined by the IRS to be inadvertent and that is
cured within a reasonable time after discovery (in which case the IRS may also require the Partnership to make adjustments with respect to the
Partnership s unitholders or pay other amounts), the Partnership will be treated as if the Partnership had transferred all of its assets, subject to
liabilities, to a newly formed corporation, on the first day of the year in which the Partnership fails to meet the Qualifying
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Income Exception, in return for stock in that corporation, and then distributes that stock to the Partnership s unitholders in liquidation of their
interests in it. This deemed contribution and liquidation should be tax-free to unitholders and the Partnership except to the extent that the
Partnership s liabilities exceed the tax basis of its assets at that time. Thereafter, the Partnership would be treated as a corporation for U.S. federal
income tax purposes.

If the Partnership were taxable as a corporation in any taxable year, either as a result of a failure to meet the Qualifying Income Exception or
otherwise, its items of income, gain, loss and deduction would be reflected only on its tax return rather than being passed through to its
unitholders, and its net income would be taxed to the Partnership at corporate rates. In addition, any distribution made by the Partnership to a
unitholder would be treated as (i) taxable dividend income, to the extent of current or accumulated earnings and profits, then (ii) a nontaxable
return of capital, to the extent of the unitholder s tax basis in its units, and thereafter (iii) taxable capital gain from the sale of such units.
Accordingly, taxation of the Partnership as a corporation would result in a material reduction in a unitholder s cash flow and after-tax return and
thus would likely result in a substantial reduction of the value of the units.

The remainder of this discussion assumes that the Partnership will be classified as a partnership for U.S. federal income tax purposes.
Tax Consequences of Partnership Common Unit Ownership
Limited Partner Status

Unitholders who are admitted as limited partners of the Partnership as a result of the merger will be treated as partners of the Partnership for

U.S. federal income tax purposes. Also, assignees who have executed and delivered transfer applications, and are awaiting admission as limited
partners, and unitholders whose units are held in street name or by a nominee and who have the right to direct the nominee in the exercise of all
substantive rights attendant to the ownership of their units, will be treated as partners of the Partnership for U.S. federal income tax purposes. As
there is no direct or indirect authority addressing assignees of units who are entitled to execute and deliver transfer applications and thereby
become entitled to direct the exercise of attendant rights, but who fail to execute and deliver transfer applications, Vinson & Elkins opinion does
not extend to these persons. Furthermore, a purchaser or other transferee of units who does not execute and deliver a transfer application may not
receive some U.S. federal income tax information or reports furnished to record holders of units unless the units are held in a nominee or street
name account and the broker or other nominee has executed and delivered a transfer application for those units.

For a discussion of the risk of losing partner status as a result of short sales, please read  Tax Consequences of Partnership Common Unit
Ownership Treatment of Short Sales.

Items of the Partnership s income, gain, loss and deduction would not appear to be reportable by a unitholder who is not a partner for federal
income tax purposes, and any cash distributions received by a unitholder who is not a partner for federal income tax purposes would therefore be
fully taxable as ordinary income. Unitholders are urged to consult their own tax advisors with respect to their tax consequences of their status as
partners in the Partnership. The references to unitholders in the discussion that follows are to persons who are treated as partners in the
Partnership for U.S. federal income tax purposes.

Flow-Through of Taxable Income

Subject to the discussion below under  Entity-Level Collections, the Partnership does not pay any U.S. federal income tax. For U.S. federal
income tax purposes, each unitholder is required to report on its income tax return its share of its income, gains, losses and deductions without
regard to whether the Partnership makes cash distributions to it. Consequently, the Partnership may allocate income to a unitholder even if he
has not received a cash distribution. Each unitholder will be required to include in income its allocable share of the Partnership s
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income, gains, losses and deductions for the Partnership s taxable year or years ending with or within its taxable year. The Partnership s taxable
year ends on December 31.

Treatment of Distributions

Distributions by the Partnership to a unitholder generally will not be taxable to the unitholder for U.S. federal income tax purposes, except to the
extent the amount of any cash distribution exceeds its tax basis in its units immediately before the distribution. The Partnership s cash

distributions in excess of a unitholder s tax basis in its units generally will be considered to be gain from the sale or exchange of the units, taxable

in accordance with the rules described under  Disposition of Partnership Common Units below. Any reduction in a unitholder s share of the
Partnership s liabilities, including as a result of future issuances of Partnership Common Units, will be treated as a distribution of cash by the
Partnership to that unitholder. To the extent the Partnership s distributions cause a unitholder s atrisk amount to be less than zero at the end of any
taxable year, that unitholder must recapture any losses deducted in previous years. Please read  Tax Consequences of Partnership Common Unit
Ownership Limitations on Deductibility of Losses.

A non-pro rata distribution of money or property, including a deemed distribution, may result in ordinary income to a unitholder, regardless of
its tax basis in its units, if the distribution reduces the unitholder s share of the Partnership s unrealized receivables, including depreciation
recapture, and/or substantially appreciated inventory items, both as defined in Section 751 of the Internal Revenue Code, and collectively,

Section 751 Assets. To that extent, a unitholder will be treated as having received its proportionate share of the Section 751 Assets and then
having exchanged those assets with the Partnership in return for the non-pro rata portion of the distribution made to such unitholder. This latter
deemed exchange generally will result in the unitholder s realization of ordinary income, which will equal the excess of the non-pro rata portion
of that distribution over the unitholder s tax basis (generally zero) for the share of Section 751 Assets deemed relinquished in the exchange.

Basis of Partmership Common Units

Please read Material U.S. Federal Income Tax Consequences of the Merger Tax Consequences of the Merger to Holdings Unitholders Tax Basis
of the Partnership Common Units Received for a discussion of how to determine the initial tax basis of Partnership Common Units received in

the merger. A unitholder s initial tax basis in its Partnership Common Units generally will be increased by its share of the Partnership s income
and gains and by any increases in such unitholder s share of its nonrecourse liabilities. That basis generally will be decreased, but not below zero,
by distributions from the Partnership, by the unitholder s share of the Partnership s losses and deductions, by any decreases in its share of the
Partnership s liabilities and by its share of the Partnership s expenditures that are not deductible in computing taxable income and are not required
to be capitalized. A unitholder will have a share of the Partnership nonrecourse liabilities generally based on Book-Tax Disparity (as described
below in  Allocation of Income, Gain, Loss and Deduction ) attributable to such unitholder, to the extent of such amount, and thereafter, such
unitholder s share of the Partnership s profits. Please read  Disposition of Partnership Common Units Recognition of Gain or Loss.

Limitations on Deductibility of Losses

The deduction by a unitholder of its share of the Partnership s losses will be limited to the tax basis in its units and, in the case of an individual
unitholder, estate, trust or a corporate unitholder, if more than 50% of the value of the corporate unitholder s stock is owned directly or indirectly
by or for five or fewer individuals or some tax-exempt organizations, to the amount for which the unitholder is considered to be atrisk with
respect to the Partnership s activities, if that amount is less than its tax basis. A unitholder subject to these limitations must recapture losses
deducted in previous years to the extent that distributions cause its at risk amount to be less than zero at the end of any taxable year. Losses
disallowed to a unitholder or recaptured as a result of these limitations will carry forward and will be allowable as a deduction in a later year to
the extent that its tax basis or
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at risk amount, whichever is the limiting factor, is subsequently increased provided that such losses are otherwise allowable. Upon the taxable
disposition of a unit, any gain recognized by a unitholder can be offset by losses that were previously suspended by the at risk limitation but may
not be offset by losses suspended by the basis limitation. Any loss previously suspended by the at risk limitation in excess of that gain would not
be utilizable.

In general, a unitholder will be at risk to the extent of the tax basis of its units, excluding any portion of that basis attributable to its share of the
Partnership s liabilities, reduced by (i) any portion of that basis representing amounts otherwise protected against loss because of a guarantee,
stop-loss agreement or other similar arrangement and (ii) any amount of money he borrows to acquire or hold its units, if the lender of those
borrowed funds owns an interest in the Partnership, is related to another unitholder, or can look only to the units for repayment. A unitholder s at
risk amount will increase or decrease as the tax basis of the unitholder s units increases or decreases, other than tax basis increases or decreases
attributable to increases or decreases in its share of the Partnership s liabilities.

In addition to the basis and at-risk limitations on the deductibility of losses, the passive loss limitations generally provide that individuals,
estates, trusts and some closely-held corporations and personal service corporations are permitted to deduct losses from passive activities, which
are generally trade or business activities in which the taxpayer does not materially participate, only to the extent of the taxpayer s income from
those passive activities. The passive loss limitations are applied separately with respect to each publicly traded partnership. Consequently, any
passive losses the Partnership generates will only be available to offset the Partnership s passive income generated in the future and will not be
available to offset income from other passive activities or investments, including investments the Partnership may make in other publicly traded
partnerships, or a unitholder s salary or active business income. Further, a unitholder s share of the Partnership s net income may be offset by any
suspended passive losses from its investment in it, but may not be offset by its current or carryover losses from other passive activities, including
those attributable to other publicly traded partnerships. Passive losses that are not deductible because they exceed a unitholder s share of income
the Partnership generates may be deducted in full when the unitholder disposes of its entire investment in it in a fully taxable transaction with an
unrelated party. The passive activity loss limitations are applied after other applicable limitations on deductions, including the at risk rules and
the basis limitation.

There is no guidance as to whether a former Holdings unitholder s suspended pre-merger passive activity losses will be available to offset passive
activity income of the Partnership after the merger. If the Partnership Survivor Condition is satisfied, the IRS may contend that the post-merger
Partnership is not the same partnership as Holdings. and, accordingly, the passive loss limitation rules would not allow use of such losses until
such time as all of such former Holdings unitholder s Partnership Common Units are sold. Because of the lack of guidance with respect to this
issue and the application of the passive loss limitation rules to tiered publicly traded partnerships, Vinson & Elkins is unable to opine as to
whether suspended passive activity losses arising from pre-merger Holdings activities will be available to offset Partnership taxable income
allocated to a former Holdings unitholder following the merger. Unitholders with pre-merger losses with respect to Holdings Common Units are
urged to consult their own tax advisors.

Limitations on Interest Deductions

The deductibility of a non-corporate taxpayer s investment interest expense is generally limited to the amount of that taxpayer s net investment
income. Investment interest expense includes:

interest on indebtedness properly allocable to property held for investment;

the Partnership s interest expense attributed to portfolio income; and

the portion of interest expense incurred to purchase or carry an interest in a passive activity to the extent attributable to portfolio
income.

135

Table of Contents 195



Edgar Filing: Penn Virginia GP Holdings, L.P. - Form DEFM14A

Table of Conten

The computation of a unitholder s investment interest expense will take into account interest on any margin account borrowing or other loan
incurred to purchase or carry a unit. Net investment income includes gross income from property held for investment and amounts treated as
portfolio income under the passive loss rules, less deductible expenses, other than interest, directly connected with the production of investment
income, but generally does not include gains attributable to the disposition of property held for investment. The IRS has indicated that net
passive income earned by a publicly traded partnership will be treated as investment income to its unitholders for purposes of the investment
interest deduction limitation. In addition, the unitholder s share of the Partnership s portfolio income will be treated as investment income.

Entity-Level Collections

If the Partnership is required or elects under applicable law to pay any federal, state, local or foreign income tax on behalf of any unitholder or
general partner or any former unitholder, it is authorized to pay those taxes from the Partnership s funds. That payment, if made, will be treated
as a distribution of cash to the person on whose behalf the payment was made. If the payment is made on behalf of a person whose identity
cannot be determined, the Partnership is authorized to treat the payment as a distribution to all current unitholders. The Partnership is authorized
to amend its partnership agreement in the manner necessary to maintain uniformity of intrinsic tax characteristics of units and to adjust later
distributions, so that after giving effect to these distributions, the priority and characterization of distributions otherwise applicable under its
partnership agreement is maintained as nearly as is practicable. Payments by the Partnership as described above could give rise to an
overpayment of tax on behalf of an individual unitholder in which event the unitholder would be required to file a claim in order to obtain a
credit or refund.

Allocation of Income, Gain, Loss and Deduction

In general, the Partnership s items of income, gain, loss and deduction will be allocated among its unitholders in accordance with their percentage
interests in the Partnership.

Specified items of the Partnership s income, gain, loss and deduction will be allocated under Section 704(c) of the Internal Revenue Code to
account for (i) any difference between the tax basis and fair market value of the Partnership s assets at the time Partnership Common Units are
issued and (ii) any difference between the tax basis and fair market value of any property contributed to the Partnership, including property
treated as being contributed to the Partnership in connection with the merger, that exists at the time of such contribution, together, referred to in
this discussion as Contributed Property. Holders of Partnership Common Units received by the Holdings unitholders will receive any such
allocations, referred to as  Section 704(c) Allocations, that would otherwise have been allocated to Holdings pursuant to Section 704(c). Under
these rules, for example, in the event that the Partnership sells or disposes of assets formerly owned by Holdings (including through a
distribution of such assets) following the merger, all or a portion of any gain recognized may be allocated to holders of Partnership Common
Units received by the Holdings unitholders. No special distributions will be made to the former Holdings unitholders with respect to any tax
liability resulting from such allocations.

In the event the Partnership issues additional Partnership Common Units or engages in certain other transactions, Reverse Section 704(c)
Allocations, similar to the Section 704(c) Allocations described above, will be made to all persons who are Partnership unitholders immediately
prior to such issuance or other transactions to account for the difference between the book basis for purposes of maintaining capital accounts and
the fair market value of all property held by the Partnership at the time of such issuance or other transactions. In addition, items of recapture
income will be allocated to the extent possible to the Partnership unitholder who was allocated the deduction giving rise to the treatment of that
gain as recapture income in order to minimize the recognition of ordinary income by other Partnership unitholders.

An allocation of items of the Partnership s income, gain, loss or deduction (other than an allocation required by the Internal Revenue Code to
eliminate the difference between a partner s book capital account, credited
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with the fair market value of Contributed Property, and the tax capital account, credited with the tax basis of Contributed Property, referred to as

Book-Tax Disparity and further discussed below) will generally be given effect for U.S. federal income tax purposes in determining a partner s
share of an item of income, gain, loss or deduction only if the allocation has substantial economic effect. In any other case, a partner s share of an
item will be determined on the basis of its interest in the Partnership, which will be determined by taking into account all the facts and
circumstances, including:

its relative contributions to the Partnership;

the interests of all the partners in profits and losses;

the interest of all the partners in cash flow and other nonliquidating distributions; and

the rights of all the partners to distributions of capital upon liquidation.
Treatment of Short Sales

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

any of the Partnership s income, gain, loss or deduction with respect to those units would not be reportable by the unitholder;

any cash distributions received by the unitholder as to those units would be fully taxable; and

all of these distributions would appear to be ordinary income.
Vinson & Elkins has not rendered an opinion regarding the tax treatment of a unitholder whose Partnership Common Units are loaned to a short
seller to cover a short sale of units. Unitholders desiring to assure their status as partners and avoid the risk of gain recognition from a loan to a
short seller are urged to modify any applicable brokerage account agreements to prohibit their brokers from borrowing and loaning their units.
The IRS has announced that it is studying issues relating to the tax treatment of short sales of partnership interests. Please also read  Disposition
of Partnership Common Units Recognition of Gain or Loss.

Alternative Minimum Tax

Each unitholder will be required to take into account its distributive share of any items of the Partnership s income, gain, loss or deduction for
purposes of the alternative minimum tax. The current minimum tax rate for non-corporate taxpayers is 26% on the first $175,000 of alternative
minimum taxable income in excess of the exemption amount and 28% on any additional alternative minimum taxable income. Holdings
unitholders are urged to consult with their tax advisors as to the impact of an investment in units on their liability for the alternative minimum
tax.

Tax Rates

Under current law, the highest marginal U.S. federal income tax rate applicable to ordinary income of individuals is 35% and the highest
marginal U.S. federal income tax rate applicable to long-term capital gains (generally, gains from the sale or exchange of certain investment
assets held for more than one year) of individuals is 15%. However, absent new legislation extending the current rates, beginning January 1,
2011, the highest marginal U.S. federal income tax rate applicable to ordinary income and long-term capital gains of individuals will increase to
39.6% and 20%, respectively. These rates are subject to change by new legislation at any time.
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The recently enacted Health Care and Education Reconciliation Act of 2010 and the Patient Protection and Affordable Care Act of 2010 will
impose a 3.8% Medicare tax on certain investment income earned by individuals, estates and trusts for taxable years beginning after

December 31, 2012. For these purposes, investment income generally includes a unitholder s allocable share of the Partnership s income and gain
realized by a unitholder from a sale of Partnership Common Units. In the case of an individual, the tax will be imposed on the lesser of (i) the
unitholder s net investment income from all investments or (ii) the amount by which the unitholder s modified adjusted gross income exceeds
$250,000 (if the unitholder is married and filing jointly or a surviving spouse), $200,000 (if the unitholder is unmarried). In the case of an estate

or trust, the tax will be imposed on the lesser of (i) undistributed net investment income, or (ii) the excess adjusted gross income over the dollar
amount at which the highest income tax bracket applicable to an estate or trust begins.

Section 754 Election

Each of the Partnership and Holdings has made the election permitted by Section 754 of the Internal Revenue Code and will make such election
again with its first tax return following any constructive termination of the Partnership. That election is irrevocable without the consent of the

IRS. The election generally permits the Partnership to adjust a unit purchaser s tax basis in the Partnership s assets ( inside basis ) under

Section 743(b) of the Internal Revenue Code to reflect the unitholder s purchase price. The Section 743(b) adjustment applies to any transferee of

a unitholder who purchases outstanding Partnership Common Units from another unitholder based upon the values and bases of the Partnership s
assets at the time of the transfer. The Section 743(b) adjustment does not apply to a person who purchases units directly from the Partnership or
receives Partnership Common Units pursuant to the merger. The Section 743(b) adjustment belongs to the purchaser and not to other

unitholders. Please read, however,  Allocation of Income, Gain, Loss and Deduction above. For purposes of this discussion, a unitholder s inside
basis in the Partnership s assets will be considered to have two components: (i) the unitholder s share of the Partnership s tax basis in its assets

( common basis ) and (ii) its Section 743(b) adjustment to that basis.

The timing and calculation of deductions attributable to Section 743(b) adjustments to the Partnership s common basis will depend upon a

number of factors, including the nature of the assets to which the adjustment is allocable, the extent to which the adjustment offsets any Internal

Revenue Code Section 704(c) type gain or loss with respect to an asset and certain elections the Partnership makes as to the manner in which the

Partnership applies Internal Revenue Code Section 704(c) principles with respect to an asset to which the adjustment is applicable. Please read
Allocation of Income, Gain, Loss and Deduction above.

The timing of these deductions may affect the uniformity of the Partnership s units. Under the Partnership s limited partnership agreement, the
Partnership s general partner is authorized to take a position to preserve the uniformity of units even if that position is not consistent with these

and any other Treasury Regulations or if the position would result in lower annual depreciation or amortization deductions than would otherwise

be allowable to some unitholders. Please read ~ Uniformity of Partnership Common Units. Vinson & Elkins is unable to opine as to the validity of
any such alternate tax positions because there is no clear applicable authority. A unitholder s basis in a Partnership Common Unit is reduced by

its share of the Partnership s deductions (whether or not such deductions were claimed on an individual income tax return) so that any position

that the Partnership takes that understates deductions will overstate the unitholder s basis in its or her Partnership Common Units and may cause

the unitholder to understate gain or overstate loss on any sale of such Partnership Common Units. Please read ~ Uniformity of Partnership

Common Units below.

A Section 754 election is advantageous if the transferee s tax basis in its units is higher than the units share of the aggregate tax basis of the
Partnership s assets immediately prior to the transfer. In that case, as a result of the election, the transferee would have, among other items, a
greater amount of depreciation deductions and its share of any gain or loss on a sale of the Partnership s assets would be less. Conversely, a
Section 754 election is disadvantageous if the transferee s tax basis in its units is lower than those units share of the aggregate tax basis of the
Partnership s assets immediately prior to the transfer. Thus, the fair market value of the units may be
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affected either favorably or unfavorably by the election. A basis adjustment is required regardless of whether a Section 754 election is made in
the case of a transfer of an interest in the Partnership if the Partnership has a substantial built-in loss immediately after the transfer, or if the
Partnership distributes property and has a substantial basis reduction. Generally a basis reduction or a built-in loss is substantial if it exceeds
$250,000.

The calculations involved in the Section 754 election are complex and will be made on the basis of assumptions as to the value of the

Partnership s assets and other matters. For example, the allocation of the Section 743(b) adjustment among its assets must be made in accordance
with the Internal Revenue Code. The IRS could seek to reallocate some or all of any Section 743(b) adjustment the Partnership allocated to its
tangible assets or the tangible assets owned by the Partnership to goodwill instead. Goodwill, as an intangible asset, is generally either
non-amortizable or amortizable over a longer period of time or under a less accelerated method than the Partnership s tangible assets. The
Partnership cannot assure you that the determinations it makes will not be successfully challenged by the IRS and that the resulting deductions
will not be reduced or disallowed altogether. Should the IRS require a different basis adjustment to be made, and should the Partnership s general
partner determine that the expense of compliance exceeds the benefit of the election, the Partnership may seek permission from the IRS to

revoke the Partnership s Section 754 election. If permission is granted, a subsequent purchaser of units may be allocated more income than such
purchaser would have been allocated had the election not been revoked.

Tax Treatment of Operations
Accounting Method and Taxable Year

Each of Holdings and the Partnership uses the year ending December 31 as its taxable year and the accrual method of accounting for U.S. federal
income tax purposes. Each unitholder will be required to include in income its share of the Partnership s income, gain, loss and deduction for its
taxable year or years ending within or with its taxable year. In addition, a unitholder who has a taxable year different ending on a date other than
December 31 and who disposes of all of its units following the close of the Partnership s taxable year but before the close of its taxable year must
include its share of its income, gain, loss and deduction in income for its taxable year, with the result that he will be required to include in

income for its taxable year its share of more than one year of its income, gain, loss and deduction. Please read  Disposition of Partnership
Common Units Allocations Between Transferors and Transferees.

Tax Basis, Depreciation and Amortization

Each of Holdings and the Partnership uses the tax basis of its assets for purposes of computing depreciation and cost recovery deductions and,
ultimately, gain or loss on the disposition of these assets. The U.S. federal income tax burden associated with the difference between the fair

market value of the Partnership s assets and their tax basis (a) at the time of the merger will be borne by Partnership unitholders immediately

before the merger and as of such period, and (b) at the time of any other offering will be borne by the Partnership unitholders as of that time.
Likewise, former Holdings unitholders will bear the U.S. federal income tax burden associated with the differences between the fair market

value of Holdings assets and their tax bases. Please read =~ Tax Consequences of Partnership Common Unit Ownership Allocation of Income, Gain,
Loss and Deduction.

To the extent allowable, the Partnership may elect to use the depreciation and cost recovery methods that will result in the largest deductions
being taken in the early years after assets subject to these allowances are placed in service. The Partnership may not be entitled to any
amortization deductions with respect to certain goodwill properties conveyed to the Partnership or held by the Partnership at the time of any
future offering. Please read ~ Uniformity of Partnership Common Units. Property the Partnership subsequently acquires or constructs may be
depreciated using accelerated methods permitted by the Internal Revenue Code.
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If the Partnership disposes of depreciable property by sale, foreclosure, or otherwise, all or a portion of any gain, determined by reference to the

amount of depreciation previously deducted and the nature of the property, may be subject to the recapture rules and taxed as ordinary income

rather than capital gain. Similarly, a unitholder who has taken cost recovery or depreciation deductions with respect to property the Partnership

owns will likely be required to recapture some or all of those deductions as ordinary income upon a sale of its interest in the Partnership. Please

read Tax Consequences of Partnership Common Unit Ownership Allocation of Income, Gain, Loss and Deduction and  Disposition of Partnership
Common Units Recognition of Gain or Loss.

The costs incurred in selling the Partnership s units (called syndication expenses ) must be capitalized and cannot be deducted currently, ratably or
upon its termination. There are uncertainties regarding the classification of costs as organization expenses, which the Partnership may amortize,

and as syndication expenses, which the Partnership may not be able to amortize. The underwriting discounts and commissions the Partnership

incurs will be treated as syndication expenses.

Coal Income

Section 631 of the Internal Revenue Code provides special rules by which gains or losses on the sale of coal may be treated, in whole or in part,

as gains or losses from the sale of property used in a trade or business under Section 1231 of the Internal Revenue Code. Specifically,

Section 631(c) provides that if the owner of coal held for more than one year disposes of that coal under a contract by virtue of which the owner
retains an economic interest in the coal, the gain or loss realized will be treated under Section 1231 of the Internal Revenue Code as gain or loss
from property used in a trade or business. Section 1231 gains and losses may be treated as capital gains and losses. Please read  Tax Treatment of
Operations Sales of Coal Reserves or Timberland. In computing such gain or loss, the amount realized is reduced by the adjusted depletion basis
in the coal, determined as described below in ~ Coal Depletion. For purposes of Section 631(c), the coal generally is deemed to be disposed of on
the day on which the coal is mined. Further, Treasury Regulations promulgated under Section 631 provide that advance royalty payments may

also be treated as proceeds from sales of coal to which Section 631 applies and, therefore, such payment may be treated as capital gain under
Section 1231. However, if the right to mine the related coal expires or terminates under the contract that provides for the payment of advance
royalty payments or such right is abandoned before the coal has been mined, the Partnership may, pursuant to the Treasury Regulations, file an
amended return that reflects the payments attributable to unmined coal as ordinary income and not as received from the sale of coal under

Section 631.

The Partnership s royalties from coal leases generally will be treated as proceeds from sales of coal to which Section 631 applies. Accordingly,

the difference between the royalties paid to the Partnership by the lessees and the adjusted depletion basis in the extracted coal generally will be
treated as gain from the sale of property used in a trade or business, which may be treated as capital gain under Section 1231. Please read  Tax
Treatment of Operations Sales of Coal Reserves or Timberland. The Partnership s royalties that do not qualify under Section 631(c) generally will
be taxable as ordinary income in the year of sale.

Coal Depletion

In general, the Partnership is entitled to depletion deductions with respect to coal mined from the underlying mineral property. The Partnership

generally is entitled to the greater of cost depletion limited to the basis of the property or percentage depletion. The percentage depletion rate for

coal is 10%. If Section 631(c) applies to the disposition of the coal, however, the Partnership is not eligible for percentage depletion. Please read
Tax Treatment of Operations Coal Income.

Depletion deductions the Partnership claims generally will reduce the tax basis of the underlying mineral property. Depletion deductions can,
however, exceed the total tax basis of the mineral property. The excess of the Partnership s percentage depletion deductions over the adjusted tax
basis of the property at the end of the taxable
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year is subject to tax preference treatment in computing the alternative minimum tax. Please read = Tax Consequences of Partnership Common

Unit Ownership Alternative Minimum Tax. In addition, a corporate unitholder s allocable share of the amount allowable as a percentage depletion
deduction for any property will be reduced by 20% of the excess, if any, of that partner s allocable share of the amount of the percentage

depletion deductions for the taxable year over the adjusted tax basis of the mineral property as of the close of the taxable year.

Oil and Natural Gas Depletion

Subject to the limitations on deductibility of losses discussed above (please read  Tax Consequences of Partnership Common Unit

Ownership Limitations on Deductibility of Losses ), unitholders may be entitled to depletion deductions with respect to the Partnership s oil and
natural gas royalty interests. The deduction is equal to the greater of cost depletion limited to the basis of the property or (if otherwise allowable)
percentage depletion.

Percentage depletion is generally available with respect to unitholders who qualify under the independent producer exemption contained in
Section 613A(c) of the Internal Revenue Code. For this purpose, an independent producer is a person not directly or indirectly involved in the
retail sale of oil, natural gas or derivative products or the operation of a major refinery. Percentage depletion is calculated as an amount generally
equal to 15% of the unitholder s gross income from the oil and gas property for the taxable year. A unitholder may deduct percentage depletion
only to the extent the unitholder s average daily production of domestic crude oil, or the natural gas equivalent, does not exceed 1,000 barrels. A
limitation equal to the lower of 65% of taxable income or 100% of taxable income from the property further limits the deduction for the taxable
year.

All or a portion of any gain recognized by a unitholder as a result of either the disposition by the Partnership of some or all of the Partnership s
oil and natural gas interests or the disposition by the unitholder of some or all of its units may be taxed as ordinary income to the extent of
recapture of oil and gas depletion.

Although the Internal Revenue Code requires each unitholder to compute its own depletion allowance and maintain records of its share of the
adjusted tax basis of the underlying property for depletion and other purposes, the Partnership intends to furnish each of its unitholders with
information relating to this computation for federal income tax purposes. Each unitholder, however, remains responsible for calculating its own
depletion allowance and maintaining records of its share of the adjusted tax basis of the underlying property for depletion and other purposes.

Timber Income

Section 631 of the Internal Revenue Code provides special rules by which gains or losses on the sale of timber may be treated, in whole or in

part, as gains or losses from the sale of property used in a trade or business under Section 1231 of the Internal Revenue Code. Specifically,

Section 631(b) provides that if the owner of timber (including a holder of a contract right to cut timber) held for more than one year disposes of
that timber under any contract by virtue of which the owner retains an economic interest in the timber, the gain or loss realized will be treated
under Section 1231 of the Internal Revenue Code as gain or loss from property used in a trade or business. Section 1231 gains and losses may be
treated as capital gains and losses. Please read ~ Tax Treatment of Operations Sales of Coal Reserves or Timberland. In computing such gain or
loss, the amount realized is reduced by the adjusted basis in the timber, determined as described in ~ Tax Treatment of Operations Timber
Depletion. For purposes of Section 631(b), the timber generally is deemed to be disposed of on the day on which the timber is cut (which is
generally deemed to be the date when, in the ordinary course of business, the quantity of the timber cut is first definitely determined).

Proceeds the Partnership receives from standing timber sales generally will be treated as sales of timber to which Section 631 applies.

Accordingly, the difference between those proceeds and the adjusted basis in the timber sold generally will be treated as gain from the sale of
property used in a trade or business, which may be treated as capital gain under Section 1231. Please read = Tax Treatment of Operations Sales of
Coal Reserves
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or Timberland. Gains from sale of timber by the Partnership that do not qualify under Section 631 generally will be taxable as ordinary income
in the year of sale.

Timber Depletion

Timber is subject to cost depletion and is not subject to accelerated cost recovery, depreciation or percentage depletion. Timber depletion is
determined with respect to each separate timber account (containing timber located in a timber block ) and is equal to the product obtained by
multiplying the units of timber cut by a fraction, the numerator of which is the aggregate adjusted basis of all timber included in such account
and the denominator of which is the total number of timber units in such timber account. The depletion allowance so calculated for the timber
cut in a particular period represents the adjusted tax basis of such cut timber for purposes of determining gain or loss on its disposition. The tax
basis of the remaining timber in each timber account is reduced by the depletion allowance for cut timber from such account.

Sales of Coal Reserves or Timberland

If any coal reserves or timberland are sold or otherwise disposed of in a taxable transaction, the Partnership will recognize gain or loss measured
by the difference between the amount realized (including the amount of any indebtedness assumed by the purchaser upon such disposition or to
which such property is subject) and the adjusted tax basis of the property sold. Generally, the character of any gain or loss recognized upon that
disposition will depend upon whether the Partnership s coal reserves or the particular tract of timberland sold are held by the Partnership:

for sale to customers in the ordinary course of business (i.e., the Partnership is a dealer with respect to that property),

for use in a trade or business within the meaning of Section 1231 of the Internal Revenue Code or

as a capital asset within the meaning of Section 1221 of the Internal Revenue Code.
In determining dealer status with respect to coal reserves, timberland and other types of real estate, the courts have identified a number of factors
for distinguishing between a particular property held for sale in the ordinary course of business and one held for investment. Any determination
must be based on all the facts and circumstances surrounding the particular property and sale in question.

The Partnership intends to hold its coal reserves and timberland for the purposes of generating cash flow from coal royalties and periodic

harvesting and sale of timber and achieving long-term capital appreciation. Although the general partner of the Partnership may consider

strategic sales of coal reserves and timberland consistent with achieving long-term capital appreciation, it does not anticipate frequent sales, nor
significant marketing, improvement or subdivision activity in connection with any strategic sales. Thus, the general partner of the Partnership

does not believe that the Partnership will be viewed as a dealer. In light of the factual nature of this question, however, there is no assurance that

the Partnership s purposes for holding its properties will not change and that its future activities will not cause it to be a dealer in coal reserves or
timberland.

If the Partnership is not a dealer with respect to its coal reserves or its timberland and it has held the disposed property for more than a one year
period primarily for use in its trade or business, the character of any gain or loss realized from a disposition of the property will be determined
under Section 1231 of the Internal Revenue Code. If the Partnership has not held the property for more than one year at the 