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On May 7, 2026, Targa Resources raised its full-year adjusted EBITDA outlook while leaving its
expected growth-capital spending unchanged. The company reported record Permian inlet
volumes, a 19% year-over-year increase in first-quarter adjusted EBITDA and several projects
already announced or underway. It also reported lower adjusted free cash flow than a year
earlier and cited price-related producer curtailments during the quarter. The latest public
information left a strategy question open: what should Targa require before advancing
additional capacity beyond the current slate?

Assume you are advising a hypothetical strategy committee on future discretionary
investments in gathering, processing, takeaway and fractionation capacity. The committee has
asked for a pacing policy and evidence gates for the next planning cycle. This is a teaching
assignment: Targa has not disclosed this committee, a fixed investment-versus-distribution
conflict, or an internal decision to cancel or defer any named project.

An integrated midstream network

Targa gathers natural gas and crude oil near production areas, processes gas, moves residue
gas and natural gas liquids (NGLs) through pipelines, fractionates NGLs into products, and
connects supply to domestic and export markets. The network can create value when capacity
at several points is available together. An additional processing plant may have limited value if
gathering or takeaway is constrained; added fractionation or export capacity can expand
market access but also depends on upstream supply, downstream demand and logistics.

The economics vary by contract and commodity exposure. Some activities earn fees for
services; other arrangements and marketing/optimization expose results to volumes,
commodity prices, product spreads or operational availability. Public companywide results do
not reveal the economics of each future project or the contract coverage behind it. [1-3]

Growth against a changing outlook

In February, Targa forecast 2026 adjusted EBITDA of $5.4-$5.6 billion and approximately $4.5
billion of net growth capital expenditures. Management’s outlook assumed, among other things,
Waha natural gas at $1.00 per MMBtu, a composite NGL price of $0.60 per gallon and crude oil
at $63 per barrel. The company described a broad slate: six new Permian processing plants,
three Mont Belvieu fractionators, the Speedway pipeline, an expansion at its Galena Park Marine
Terminal, residue projects and long-lead items for two additional plants. [1]
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By May 7, after first-quarter results, the company increased its 2026 adjusted EBITDA outlook to
$5.7-$5.9 billion and kept estimated net growth capex at about $4.5 billion. It also announced
Roadrunner lll, a 265 MMcf/d processing plant, and Copperhead Il, a 275 MMcf/d plant, each
expected to enter service in the first quarter of 2028. The release described the wider project
program, but did not provide a project-by-project capital schedule or remaining obligations for
these plants. [2]

The approximately $4.5 billion is a company-wide management estimate, not a disclosed
amount of committed spend and not the cost of a single project. Targa’s public filings do not
quantify, for each project, cash timing, remaining contractual obligations, cancellation or
rescheduling costs, contract coverage, utilization ramp or expected returns. The absence of
those figures does not mean current projects are freely cancellable. The committee’s question
concerns capacity commitments that have not yet been announced or undertaken.

Exhibit 1. Selected operating and capital indicators

Measure Q1 2025 Q1 2026 Context

Adjusted EBITDA $1,178.5M $1,402.7M +19% year over year
Adjusted cash flow from $970.0M $1,179.9M Company-defined adjusted
operations measure

Net growth capex $594.5M $914.4M Net of reimbursements/co

ntributions; includes
affiliate contributions

Net maintenance capex $47.3M $37.6M Company-defined
measure
Adjusted free cash flow $328.2M $227.9M —31% year over year;

after net maintenance and
growth capex

Source: Targa Q1 2026 release, comparative results and non-GAAP reconciliation. Adjusted free
cash flow is not cash available after all financing and shareholder-return decisions. Figures are
reported company measures and may not sum due to rounding. [2]

The operating picture was strong in several respects. Targa reported record Permian inlet
volumes and said higher volumes, including acquired assets, Falcon Il and continued producer
activity supported sequential gathering and processing results. It also reported higher
midstream service fees. Other signals were less straightforward: commodity sales declined year
over year as lower prices were partly offset by volume and hedging, and severe winter weather
and price-related producer curtailments affected the quarter. Management described these as
period factors; they do not establish a lasting decline in supply. [2-3]
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Exhibit 2. Capital context at March 31, 2026
ltem Disclosed amount or action What it does and does not show

2026 net growth-capex estimate Approximately $4.5B Company-wide outlook; not
project-level committed spend

2026 net maintenance-capex Approximately $250M Separate management estimate
estimate
Consolidated debt $19.132B Reported at quarter end across Targa

and subsidiaries

Consolidated liquidity Approximately $3.1B Includes $3.0B available revolver and
$100M cash; not all project capital

Quarterly common dividend Raised to $1.25 per share in April Distribution decision; no disclosed
direct trade-off with a named project

Q1 share repurchases $55M; $1.319B remained under Program capacity is not a
programs at March 31 commitment to repurchase or a
project budget

Source: Targa Q1 2026 release and Form 10-Q; April dividend declaration. [2-4]

The strategic choice

An expansion posture could help Targa secure producer business, capture throughput as
activity grows and connect additional supply across an integrated network. Waiting could
preserve the option to invest after more information arrives about production, prices, spreads,
downstream demand, project costs and financing conditions. It could also mean missing a
commercial opportunity, delaying an integrated bottleneck solution or allowing another provider
to serve a producer.

Neither “build now” nor “wait” is costless. A new asset may take years to construct and ramp.
Forecast throughput is not realized utilization; utilization is not margin; and companywide
adjusted EBITDA growth does not establish the incremental return on another plant or pipeline.
Meanwhile, the announced program already occupies management and construction capacity.
The public record does not say which future projects could be staged, what advance
commitments would be required, or how delay would affect producer relationships.

Research on irreversible investment describes a value to waiting when investment is sunk and
uncertainty may resolve, while also recognizing that delay can sacrifice cash flows and strategic
opportunities. An empirical real-options analysis of a Mexican gas pipeline expansion illustrates
how price and foreign-exchange uncertainty and their dependence can influence a modeled
decision. Neither source provides a Targa-specific return, hurdle rate or optimal schedule. [5-6]

Your assignment

Recommend a pacing policy for future discretionary capacity beyond announced or
underway projects. You may favor a faster expansion posture, a slower commitment pace, or
staged investment with explicit gates. Do not treat current project obligations as cancellable
without cost, and do not claim that the public evidence establishes a fixed
capex-versus-distributions conflict.

Your recommendation should:
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1. State what evidence would justify the next commitment in gathering, processing, takeaway
or fractionation, and whether the same gate should apply across asset types.

2. ldentify the strongest case against your preferred pace, including both the cost of waiting
and the risk of building ahead of durable demand.

3. Specify operating, commercial, execution and financing indicators that would trigger release,
deferral or redesign of a future tranche.

4. Distinguish observed results, management forecasts and assumptions. State what additional
project-level information you would request before approval.

Sources and conventions

All facts stop at August 4, 2026. Q2 results released August 6 and July 2026 ExxonMobil
agreements are excluded. “Net growth capex” follows Targa’s reported definition and is distinct
from gross property, plant and equipment outlays. The $4.5 billion estimate and EBITDA outlook
are management estimates, not realized results. Proposed gates and the hypothetical
committee role are teaching constructs.

1. Targa Resources, Q4/FY2025 results and 2026 outlook, February 19, 2026, “2026 Outlook
and Capital Return Expectations” and growth-project update. Company release.

2. Targa Resources, Q1 2026 results and updated outlook, May 7, 2026, “Consolidated Financial
Results,” “Growth Projects Update,” “2026 Outlook,” capital/liquidity and non-GAAP
reconciliation. Company release - SEC Exhibit 99.1.

3. Targa Resources, Q1 2026 Form 10-Q, filed May 7, 2026, MD&A “Gathering and Processing
Segment,” results of operations and debt/liquidity notes. SEC filing.

4. Targa Resources, April 16, 2026 dividend declaration and Q1 2026 release, dividend,
repurchase and capitalization disclosures. Investor relations releases.

5. Pindyck, Robert S. “Irreversibility, Uncertainty, and Investment.” Journal of Economic
Literature 29, no. 3 (1991): 1110-1148, especially pp. 1120-29 and 1137-40. Full article.

6. Massa Roldéan, Ricardo, and Montserrat Reyna Miranda. “Valuing a Natural Gas Pipeline
Expansion Project: A Copula-TGARCH Application in Mexico.” Contaduria y Administracién 64,
no. 2 (2019): 1-19, especially pp. 9-16. Article.
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https://www.targaresources.com/news-releases/news-release-details/targa-resources-corp-reports-record-fourth-quarter-and-full-1
https://www.targaresources.com/node/29136
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