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The number of the registrant’s Common Units outstanding at August 5, 2013, was 26,624,276.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

MARTIN MIDSTREAM PARTNERS L.P.
CONSOLIDATED AND CONDENSED BALANCE SHEETS

(Dollars in thousands)

Assets
Cash

Accounts and other receivables, less allowance for doubtful accounts of $2,856 and

$2,805, respectively

Product exchange receivables
Inventories

Due from affiliates

Other current assets

Assets held for sale

Total current assets

Property, plant and equipment, at cost
Accumulated depreciation
Property, plant and equipment, net

Goodwill

Investment in unconsolidated entities
Debt issuance costs, net

Other assets, net

Liabilities and Partners’ Capital

Current installments of long-term debt and capital lease obligations

Trade and other accounts payable
Product exchange payables

Due to affiliates

Income taxes payable

Accrued interest payable

Other accrued liabilities

Total current liabilities

Long-term debt and capital leases, less current installments

Other long-term obligations
Total liabilities

Partners’ capital
Commitments and contingencies

See accompanying notes to consolidated and condensed financial statements.

June 30, 2013

(Unaudited)

$17
123,994

1,722
93,313
31,000
6,313
750
257,109

849,238
(278,706
570,532

19,616
183,229
17,180
8,432
$1,056,098

$3,185
110,788
10,976
3,405
1,614
11,071
6,112
147,151

565,006
2,050

714,207
341,891

$1,056,098

December 31,

2012
(Audited)

$5,162
190,652

3,416
95,987
13,343
2,777
3,578
314,915

767,344
(256,963
510,381

19,616
154,309
10,244
3,531
$1,012,996

$3,206
140,045
12,187
3,316
10,239
4,492
4,997
178,482

474,992
1,560

655,034
357,962

$1,012,996

)
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)
(Dollars in thousands, except per unit amounts)

Three Months Ended
June 30,
2013 20121
Revenues:
Terminalling and storage * $27.420 $21,046
Marine transportation * 25,497 20,714
Sulfur services 3,001 2,925
Product sales: *
Natural gas services 187,200 164,817
Sulfur services 57,895 64,168
Terminalling and storage 57,175 60,176
302,270 289,161
Total revenues 358,188 333,846
Costs and expenses:
Cost of products sold: (excluding depreciation and
amortization)
Natural gas services * 181,523 163,043
Sulfur services * 44,786 47,350
Terminalling and storage * 50,273 54,464
276,582 264,857
Expenses:
Operating expenses * 43,035 34,443
Selling, general and administrative * 6,383 5,639
Depreciation and amortization 12,353 10,070
Total costs and expenses 338,353 315,009
Other operating income 424 378
Operating income 20,259 19,215

Other income (expense):
Equity in earnings (loss) of unconsolidated entities 73

Interest expense (10,940
Debt prepayment premium —
Other, net (14
Total other expense (10,881
Net income before taxes 9,378
Income tax expense (300
Income from continuing operations 9,078

Income from discontinued operations, net of income

taxes

Net income 9,078
Less General Partner's interest in net income (181
Less pre-acquisition income allocated to Parent —

)

799
(8,839
(2,219
256
(10,003

9,212
(1,168
8,044

1,984

10,028
(1,544
(2,836

Six Months Ended
June 30,
2013 2012!
$56,311 $41,232
50,477 41,576
6,002 5,851
446,309 336,928
125,279 135,794
107,496 120,791
679,084 593,513
791,874 682,172
430,301 330,242
97,583 102,310
94,088 108,110
621,972 540,662
86,395 71,454
13,413 11,410
24,246 20,023
746,026 643,549
796 373
46,644 38,996
(301 1,032

) (19,998 (16,495

) — (2,470
(23 548

) (20,322 (17,385
26,322 21,611

) (607 (2,825
25,715 18,786
— 3,709
25,715 22,495

) (514 (3,155

) — 4,774
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Less income allocable to unvested restricted units (23 ) — (66 ) —
Limited partners' interest in net income $8,874 $5,648 $25,135 $14,566

See accompanying notes to consolidated and condensed financial statements.
! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and

the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.
*Related Party Transactions Shown Below
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

(Dollars in thousands, except per unit amounts)

*Related Party Transactions Included Above

Three Months Ended Six Months Ended
June 30, June 30,
2013 20121 2013 20121
Revenues:
Terminalling and storage $17,485 $14,805 $34,813 $30,080
Marine transportation 6,042 4,446 12,885 9,303
Product Sales 1,839 1,958 3,048 4,147
Costs and expenses:
Cost of products sold: (excluding depreciation and
amortization)
Natural gas services 7,036 7,707 15,592 12,022
Sulfur services 4,441 3,970 8,975 8,401
Terminalling and storage 14,189 10,695 26,150 23,344
Expenses:
Operating expenses 17,534 14,392 35,508 28,208
Selling, general and administrative 4,170 2,828 8,588 5,494

See accompanying notes to consolidated and condensed financial statements.

! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and
the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

(Dollars in thousands, except per unit amounts)

Three Months Ended
June 30,
2013 20121
Allocation of net income attributable to:
Limited partner interest:
Continuing operations $8,874 $4,090
Discontinued operations — 1,558
$8,874 $5,648
General partner interest:
Continuing operations $181 $1,118
Discontinued operations — 426
$181 $1,544
Net income attributable to limited partners:
Basic:
Continuing operations $0.33 $0.18
Discontinued operations — 0.07
$0.33 $0.25
Weighted average limited partner units - basic 26,558 23,103
Diluted:
Continuing operations $0.33 $0.18
Discontinued operations — 0.07
$0.33 $0.25
Weighted average limited partner units - diluted 26,579 23,104

See accompanying notes to consolidated and condensed financial statements.

Six Months Ended

June 30,

2013 2012!
$25,135 $11,518
— 3,048
$25,135 $14,566
$514 $2,494
— 661
$514 $3,155
$0.95 $0.51
— 0.13
$0.95 $0.64
26,561 22,839
$0.95 $0.51
— 0.13
$0.95 $0.64
26,577 22,842

! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and
the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

(Dollars in thousands)

Three Months Ended Six Months Ended

June 30, June 30,

2013 20121 2013 2012!
Net income $9,078 $10,028 $25,715 $22.495
Other comprehensive income adjustments:
Changes in fair values of commodity cash

— — — 126
flow hedges
Commodlty cash flow hedging losses reclassified to (499 )y (689
earnings
Other comprehensive income — (499 ) — (563
Comprehensive income $9,078 $9,529 $25,715 $21,932

See accompanying notes to consolidated and condensed financial statements.

! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and
the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.

)
)

10
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MARTIN MIDSTREAM PARTNERS L.P.
CONSOLIDATED AND CONDENSED STATEMENTS OF CAPITAL

(Unaudited)
(Dollars in thousands)

Balances - January 1, 2012
Net income

Follow-on public offering
General partner contribution
Cash distributions
Unit-based compensation
Purchase of treasury units

Adjustment in fair value of
derivatives

Balances - June 30, 2012
Balances - January 1, 2013
Net income

Issuance of restricted units
Forfeiture of restricted units
General partner contribution
Cash distributions
Unit-based compensation
Purchase of treasury units

Balances - June 30, 2013

Partners’ Capital

Parent Net
Investment!

$51,571

4,774

$56,345

$—

$—

Common Limited

Units Amount
20,471,776  $279,562

— 14,566

2,645,000 91,361

— (35,253
— 118

— (221

23,116,776 $350,133

26,566,776 $349,490

— 25,201
63,750 —

(250 ) —

— (41,135
— 479

(6,000 ) (250

26,624,276 $333,785

General
Partner

Amount
$5,428

3,155

1,951

) (3,635

)_

$6,899
$8,472

514

37

) (917

)_

$8,106

See accompanying notes to consolidated and condensed financial statements.

Accumulated
Other
Comprehensive
Income

(Loss)

$626

(563 )

$63

Total
$337,187

22,495
91,361
1,951
(38,888
118

(221

(563

$413,440
$357,962

25,715

37
(42,052
479
(250

$341,891

)

)

)

)

)

11
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! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and
the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.

12
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

(Dollars in thousands)

Cash flows from operating activities:

Net income

Less: Income from discontinued operations

Net income from continuing operations
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Amortization of deferred debt issuance costs
Amortization of debt discount

Deferred taxes

(Gain) loss on sale of property, plant and equipment
Equity in (earnings) loss of unconsolidated entities
Unit-based compensation

Other

Change in current assets and liabilities, excluding effects of acquisitions and dispositions:

Accounts and other receivables

Product exchange receivables

Inventories

Due from affiliates

Other current assets

Trade and other accounts payable

Product exchange payables

Due to affiliates

Income taxes payable

Other accrued liabilities

Accrued interest payable

Change in other non-current assets and liabilities
Net cash provided by continuing operating activities
Net cash provided by (used in) discontinued operating activities
Net cash provided by operating activities

Cash flows from investing activities:

Payments for property, plant and equipment
Acquisitions

Payments for plant turnaround costs

Proceeds from sale of property, plant and equipment
Milestone distributions from ECP

Return of investments from unconsolidated entities
Contributions to unconsolidated entities

Net cash used in continuing investing activities

Net cash used in discontinued investing activities
Net cash used in investing activities

Cash flows from financing activities:

Payments of long-term debt

Six Months Ended
June 30,

2013 20121
$25,715 $22,495
— (3,709
25,715 18,786
24,246 20,023
2,075 1,931
153 427
— 267
(796 ) 3

301 (1,032
479 118

6 _
66,658 21,253
1,694 9,517
4,946 (13,866
(17,657 ) (16,729
(3,530 ) 868
(29,256 ) (11,959
(1,211 ) (21,534
89 11,967
53 22
1,115 (1,282
6,579 (540
(563 ) (574
81,096 17,666
(8,678 ) 5,210
72,418 22,876
(28,621 ) (51,373
(63,004 ) —

— (2,403
4,719 23

— 2,208
1,357 4,297
(30,578 ) (18,123
(116,127 ) (65,371
— (2,003
(116,127 ) (67,374
(439,000 ) (217,000

~— O N

13
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Payments of notes payable and capital lease obligations

Proceeds from long-term debt

Net proceeds from follow on offering

General partner contribution

Purchase of treasury units

Decrease in affiliate funding of investments in unconsolidated entities
Payment of debt issuance costs

Cash distributions paid

Net cash provided by financing activities

Net decrease in cash

Cash at beginning of period

Cash at end of period

See accompanying notes to consolidated and condensed financial statements.

! Financial information for 2012 has been revised to include results attributable to the Redbird Class A interests and
the Blending and Packaging Assets acquired from Cross prior to October 2, 2012. See Note 1 — General.

8

(160
529,000
37

(250
(9,011
(42,052
38,564
(5,145
5,162
$17

(6,453
216,000
91,361
1,951
(221
(2,208
(204
(38,888
44,338
(160
266
$106

A P

14
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MARTIN MIDSTREAM PARTNERS L.P.

NOTES TO CONSOLIDATED AND CONDENSED FINANCIAL STATEMENTS
(Dollars in thousands, except where otherwise indicated)

June 30, 2013

(Unaudited)

(1)General

Martin Midstream Partners L.P. (the “Partnership”) is a publicly traded limited partnership with a diverse set of
operations focused primarily in the United States Gulf Coast region. Its four primary business lines include:
terminalling and storage services for petroleum products and by-products including the refining, blending, and
packaging of finished lubricants; natural gas services, including liquids distribution services and natural gas storage;
sulfur and sulfur-based products processing, manufacturing, marketing and distribution; and marine transportation
services for petroleum products and by-products.

The Partnership’s unaudited consolidated and condensed financial statements have been prepared in accordance with
the requirements of Form 10-Q and United States Generally Accepted Accounting Principles (“U.S. GAAP”) for interim
financial reporting. Accordingly, these financial statements have been condensed and do not include all of the
information and footnotes required by U.S. GAAP for annual audited financial statements of the type contained in the
Partnership’s annual reports on Form 10-K. In the opinion of the management of the Partnership’s general partner, all
adjustments and elimination of significant intercompany balances necessary for a fair presentation of the Partnership’s
financial position, results of operations, and cash flows for the periods shown have been made. All such adjustments
are of a normal recurring nature. Results for such interim periods are not necessarily indicative of the results of
operations for the full year. These financial statements should be read in conjunction with the Partnership’s audited
consolidated financial statements and notes thereto included in the Partnership’s annual report on Form 10-K for the
year ended December 31, 2012, filed with the Securities and Exchange Commission (the “SEC”) on March 4, 2013, as
amended by Amendment No. 1 on Form 10-K/A for the year ended December 31, 2012 filed on March 28, 2013.

Management has made a number of estimates and assumptions relating to the reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prepare these consolidated financial statements in conformity with
U.S. GAAP. Actual results could differ from those estimates.

As discussed in Note 4, on July 31, 2012, the Partnership completed the sale of its East Texas and Northwest
Louisiana natural gas gathering and processing assets owned by Prism Gas Systems I, L.P. (“Prism Gas”), a
wholly-owned subsidiary of the Partnership. These assets, along with additional gathering and processing assets
discussed in Note 4, are collectively referred to as the “Prism Assets.” The Partnership has retrospectively adjusted its
prior period consolidated and condensed financial statements to comparably classify the amounts related to the
operations and cash flows of the Prism Assets as discontinued operations.

On October 2, 2012, the Partnership, which owned 10.74% of the Class A interests and 100% of the Class B interests,
acquired all of the remaining Class A interests in Redbird Gas Storage LLC (“Redbird”) from Martin Underground
Storage, Inc., (“MUS”) a subsidiary of Martin Resource Management Corporation (‘“Martin Resource Management” or
“Parent”). In 2011, the Partnership and Martin Resource Management formed Redbird, a natural gas storage joint
venture to invest in Cardinal Gas Storage Partners LLC (“Cardinal”). Cardinal is a joint venture between Redbird and
Energy Capital Partners (“ECP”) that is focused on the development, construction, operation and management of natural
gas storage facilities across northern Louisiana and Mississippi.

15
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On October 2, 2012, the Partnership acquired from Cross Oil Refining and Marketing, Inc. (“Cross”), a wholly-owned
subsidiary of Martin Resource Management, certain specialty lubricant product blending and packaging assets
(“Blending and Packaging Assets”).

The acquisitions of the Redbird Class A interests and the Blending and Packaging Assets were considered a transfer of
net assets between entities under common control. As a result, the acquisitions of the Redbird Class A interests and
the Blending and Packaging Assets are recorded at amounts based on the historical carrying value of these assets at
October 2, 2012, and the Partnership is required to update its historical financial statements to include the activities of
the Redbird Class A interests and the Blending and Packaging Assets as of the date of common control. The
Partnership’s accompanying historical financial statements have been retrospectively updated to reflect the effects on
financial position, cash flows and results of operations attributable to the activities of the Redbird Class A interests
and the Blending and Packaging Assets as if the Partnership owned these assets for the periods presented. Net income
attributable to the Redbird Class A interests and the activities of the Blending and Packaging Assets for periods prior
to the Partnership’s acquisition of the assets is not allocated to the general and limited partners for purposes of
calculating net income per limited partner unit. See Note 10.

9

16
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MARTIN MIDSTREAM PARTNERS L.P.

NOTES TO CONSOLIDATED AND CONDENSED FINANCIAL STATEMENTS
(Dollars in thousands, except where otherwise indicated)

June 30, 2013

(Unaudited)

(2)New Accounting Pronouncements

In February 2013, the Financial Accounting Standards Board (“FASB”’) amended the provisions of Accounting
Standards Codification (“ASC”) 220 related to accumulated other comprehensive income, which does not change the
current requirements for reporting net income or other comprehensive income in financial statements. The standard
requires entities to provide information about the amounts reclassified out of accumulated other comprehensive
income by component. The entity is required to present, either on the face of the statement where net income is
presented or in the notes, significant amounts reclassified out of accumulated other comprehensive income by the
respective line items of net income but only if the amount reclassified is required under U.S. GAAP to be reclassified
to net income in its entirety in the same reporting period. For other amounts that are not required under U.S. GAAP to
be reclassified in their entirety to net income, an entity is required to cross-reference to other disclosures required
under U.S. GAAP that provide additional detail about those amounts. This amended guidance was adopted by the
Partnership effective January 1, 2013. As this new guidance only requires enhanced disclosure, adoption did not
impact the Partnership's financial position or results of operations.

(3) Acquisitions
NL Grease, LLC

On June 13, 2013, the Partnership acquired certain assets of NL Grease, LLC (“NLG”) for $12,203. NLG is a Kansas
City, Missouri based grease manufacturer that specializes in private-label packaging of commercial and industrial
greases. The transaction was accounted for under the acquisition method of accounting in accordance with ASC 805
relating to business combinations. This transaction was funded by borrowings under the Partnership's revolving credit
facility. The assets acquired by the Partnership were recorded in the Terminalling and Storage segment at fair value of
$12,203 in the following preliminary purchase price allocation:

Inventory and other current assets $1,572
Property, plant and equipment 5,964

Other assets 5,113

Other long-term obligations (446 )
Total $12,203

The purchase price allocation resulted in the recognition of $5,113 in definite-lived intangible assets with no residual
value, including $2,418 of technology, $2,218 attributable to a customer list, and $477 attributable to a non-compete
agreement. The amounts assigned to technology, the customer list, and the non-compete agreement are amortized over
the estimated useful life of ten years, three years, and five years, respectively. The weighted average life over which
these acquired intangibles will be amortized is approximatelysix years.

The Partnership's results of operations included revenues of $521 and a net loss of $156 for the three and six months
ended June 30, 2013 related to the NLG acquisition.

The Partnership has not obtained all of the information necessary to finalize the purchase price allocation. The final
purchase price allocation is expected to be completed during the third quarter of 2013.

17
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NGL Marine Equipment Purchase

On February 28, 2013, the Partnership purchased from affiliates of Florida Marine Transporters, Inc. six liquefied
petroleum gas pressure barges and two commercial push boats for approximately $50,801, of which the commercial
push boats totaling $8,201 were allocated to property, plant and equipment in the Partnership's Marine Transportation
segment and the six pressure barges totaling $42,600 were allocated to property, plant and equipment in the
Partnership's Natural Gas Services segment. The purchase was funded with borrowings under the Partnership's
revolving credit facility.

10
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MARTIN MIDSTREAM PARTNERS L.P.

NOTES TO CONSOLIDATED AND CONDENSED FINANCIAL STATEMENTS
(Dollars in thousands, except where otherwise indicated)

June 30, 2013

(Unaudited)

Talen's Marine & Fuel LLC

On December 31, 2012, the Partnership acquired all of the outstanding membership interests in Talen's Marine & Fuel
LLC (“Talen's”) from QEP Marine Fuel Investment, LLC and QEP Marine Fuel Holdings, Inc. (collectively referred to
as “Quintana Energy Partners”) for $103,368, subject to certain post-closing adjustments, including the assumption of a
note payable in the amount of $2,971. The transaction was accounted for under the acquisition method of accounting

in accordance with ASC 805 relating to business combinations. Additionally, as required by ASC 805, the Partnership
expensed acquisition related costs, of which $58 were recorded in selling, general and administrative expenses for the
six months ended June 30, 2013. Through this acquisition, the Partnership acquired certain terminalling facilities and
other terminalling related assets located along the Texas and Louisiana gulf coast. The purchase was funded by
borrowings under the Partnership's revolving credit facility. Simultaneous with the acquisition, the Partnership sold
certain working capital-related assets and a customer relationship intangible asset to Martin Energy Services LLC
(“MES”), a wholly-owned subsidiary of Martin Resource Management for $56,000. Due to the Talen's acquisition, MES
entered into various service agreements with Talen's pursuant to which the Partnership provides certain terminalling

and marine services to MES. The excess carrying value of the assets over the purchase price paid by Martin Resource
Management at the sales date was $4,268 and was recorded as an adjustment to partners' capital. The remaining net
assets retained by the Partnership were recorded in the Terminalling and Storage segment at fair value of $43,100 in

the following preliminary purchase price allocation:

Purchase price paid to acquire Talen's $103,368

Less proceeds received from Martin Resource Management for assets sold (described above) (56,000 )
Less excess of carrying value of assets sold to Martin Resource Management over the purchase

price paid by Martin Resource Management (4,268 )
Total $43,100

Cash $5,096

Accounts and other receivables, net 2,682

Other current assets 1,547

Assets held for sale 3,578

Property, plant and equipment 23,838

Goodwill 11,279

Notes payable (2,971 )
Current liabilities (1,480 )
Other long-term obligations (469 )
Total $43,100

Goodwill recognized from the acquisition primarily relates to the expected contributions of the entity to the overall
corporate strategy in addition to synergies and acquired workforce, which are not separable from goodwill.

The Partnership's results of operations included revenues of $1,232 and net income of $39 for the three months ended

June 30, 2013 and revenues of $2,672 and net income of $557 for the six months ended June 30, 2013 related to the
Talen's acquisition.

19
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The Partnership has not obtained all of the information necessary to finalize the purchase price allocation. The final
purchase price allocation is expected to be completed during 2013.

Lubricant Blending and Packaging Assets

On October 2, 2012, the Partnership purchased the Blending and Packaging Assets from Cross. The consideration
consisted of $121,767 in cash at closing, plus a final net working capital adjustment of $907 paid in October of 2012.
The purchase was funded by borrowings under the Partnership's revolving credit facility. This acquisition is
considered a transfer of net assets between entities under common control. The acquisition of the Blending and
Packaging assets was recorded at the historical carrying value of the assets at the acquisition date, which were as
follows:

11

20



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 10-Q

MARTIN MIDSTREAM PARTNERS L.P.

NOTES TO CONSOLIDATED AND CONDENSED FINANCIAL STATEMENTS
(Dollars in thousands, except where otherwise indicated)

June 30, 2013

(Unaudited)

Accounts and other receivables, net $20,599
Inventory 18,730

Other current assets 769

Property, plant and equipment, net 24,692

Current liabilities (2,424 )
Total $62,366

The excess purchase price over the historical carrying value of the assets at the acquisition date was $60,308 and was
recorded as an adjustment to partners' capital.

Redbird Class A Interests

On October 2, 2012, the Partnership acquired from MUS all of the remaining Class A interests in Redbird for
$150,000 in cash. The Partnership began making Class A investments in Redbird during the fourth quarter of 2011.
Prior to the transaction, the Partnership owned a 10.74% Class A interest and a 100% Class B interest in Redbird. The
purchase was funded by borrowings under the Partnership's revolving credit facility. This acquisition is considered a
transfer of net assets between entities under common control. The acquisition of these interests was recorded at the
historical carrying value of the interests at the acquisition date. The Partnership recorded an investment in
unconsolidated entities of $68,233 and the excess of the purchase price over the carrying value of the Class A interests
of $81,767 was recorded as an adjustment to partners' capital.

(4)Discontinued operations and divestitures

On July 31, 2012, the Partnership completed the sale of its East Texas and Northwest Louisiana natural gas gathering
and processing assets owned by Prism Gas and other natural gas gathering and processing assets also owned by the
Partnership to a subsidiary of CenterPoint Energy Inc. (NYSE: CNP) (“CenterPoint”). The Partnership received net cash
proceeds from the sale of $273,269. The asset sale includes the Partnership’s 50% operating interest in Waskom Gas
Processing Company (“Waskom™). A subsidiary of CenterPoint owned the other 50% percent interest.

Additionally, on September 18, 2012, the Partnership completed the sale of its interest in Matagorda Offshore
Gathering System (‘“Matagorda”) and Panther Interstate Pipeline Energy LLC (“PIPE”) to a private investor group for
$1,530.

The Partnership classified the results of operations of the Prism Assets, which were previously presented as a
component of the Natural Gas Services segment, as discontinued operations in the consolidated and condensed
statements of operations for all periods presented.

The Prism Assets’ operating results, which are included within income from discontinued operations, were as follows:
Three Months Ended  Six Months Ended June

June 30, 30,
2013 2012 2013 2012
Total revenues from third parties! $— $28,672 $— $57,574
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Total costs and expenses, excluding depreciation and amortization — 27,677 ) — (56,101 )
Depreciation and amortization — (925 ) — (2,320 )
Other operating income — — — 10

Equity in earnings of Waskom, Matagorda, and PIPE — 1,769 — 4,234
Income from discontinued operations before income taxes — 1,839 — 3,397
Income tax benefit — (145 ) — (312 )
Income from discontinued operations, net of income taxes $— $1,984 $— $3,709

12
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(Unaudited)

I Total revenues from third parties excludes intercompany revenues of $0, $9,713, $0, and $23,146 for the three
months ended June 30, 2013 and 2012, and six months ended June 30, 2013 and 2012, respectively.

(5)Inventories

Components of inventories at June 30, 2013 and December 31, 2012 were as follows:

June 30, 2013 December 31,

2012
Natural gas liquids $36,933 $33,610
Sulfur 7,597 14,892
Sulfur based products 14,890 17,824
Lubricants 29,607 27,366
Other 4,286 2,295
$93,313 $95,987

(6)Investments in Unconsolidated Entities and Joint Ventures

As discussed in detail in Note 4, the Partnership sold its 50% interests in Waskom, Matagorda, and PIPE in 2012. The
equity in earnings associated with these investments during the period owned is recorded in income from discontinued
operations for the three and six months ended June 30, 2012.

On May 1, 2008, certain assets and liabilities were contributed to acquire a 50% ownership interest in Cardinal. In
conjunction with this transaction, ECP contributed cash for a 50% ownership interest in Cardinal.

The initial carrying amount of the investment in Cardinal was less than the contributed underlying net assets. Of the
basis difference, $1,250 relates to differences in the carrying value of fixed assets contributed as compared to amounts
recorded by Cardinal, and is being amortized over 40 years, the approximate useful life of the underlying assets. Such
amortization amounted to $8 and $16 for each of the three and six months ended June 30, 2013 and 2012,

respectively. The remaining basis difference is a permanent difference that will be realized upon sale of the investment
in Cardinal.

On May 24, 2011, Redbird was formed to hold membership interests in Cardinal. On May 27, 2011, initial
contributions consisted of all of Martin Resource Management’s membership interests in Cardinal for 100% of the
Class A interests in Redbird. Simultaneously, the Partnership acquired 100% of the Class B interests in Redbird for
approximately $59,319. Concurrent with the closing of this transaction, Redbird contributed the cash to Cardinal
which used the cash, along with a contribution from ECP, to acquire all of the outstanding equity interests in Monroe
Gas Storage Company, LLC as well as an option on development rights to an adjacent depleted reservoir facility. As
discussed in Note 3, on October 2, 2012, the Partnership, acquired the remaining Class A interests in Redbird from
Martin Resource Management. As this acquisition is considered a transfer of net assets between entities under
common control, the acquisition is recorded at the historical carrying value of these assets at that date. The Partnership
is required to retrospectively update its historical financial statements to include the activities of the Class A interests
in Redbird as of the date of common control. The Partnership's accompanying historical financial statements for the
three and six months ended June 30, 2012 have been retrospectively updated to reflect the effects on financial
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position, cash flows and results of operations attributable to the Redbird Class A interests as if the Partnership owned
these assets for these periods.

At June 30, 2013, Redbird owned an unconsolidated 42.19% interest in Cardinal. Redbird utilized the investments by
the Partnership to invest in Cardinal to fund projects for natural gas storage facilities.

At June 30, 2013, the Partnership owned an unconsolidated 50% interest in Caliber Gathering, LLC (“Caliber”).

During the second quarter of 2012, the Partnership acquired an unconsolidated 50% interest in Pecos Valley Producer
Services LLC (“Pecos Valley”). The Partnership sold its interest in Pecos Valley during the third quarter of 2012.
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June 30, 2013

(Unaudited)

During March 2013, the Partnership acquired 100% of the preferred interests in Martin Energy Trading LLC (“MET”), a
subsidiary of Martin Resource Management, for $15,000.

These investments are accounted for by the equity method.
The following tables summarize the components of the investment in unconsolidated entities on the Partnership’s

consolidated and condensed balance sheets and the components of equity in earnings of unconsolidated entities
included in the Partnership’s consolidated and condensed statements of operations:

December 31,
June 30, 2013 2012
Redbird $167,392 $153,749
MET 15,594 —
Caliber 243 560
Total investment in unconsolidated entities $183,229 $154,309

Three Months Ended Six Months Ended June

June 30, 30,
2013 2012 2013 2012
Equity in earnings of Waskom! $— $1,559 $— $3,884
Equity in earnings of PIPE! — (21 ) — (69 )
Equity in earnings of Matagorda! — 231 — 419
Equity in earnings of discontinued operations — 1,769 — 4,234
Equity in earnings of Redbird (362 ) 832 (578 ) 1,065
Equity in earnings of MET 594 — 594 —
Equity in earnings of Caliber (159 ) (21 ) (317 ) (21 )
Equity in earnings of Pecos Valley — 12 ) — 12 )
Equity in earnings of unconsolidated entities 73 799 (301 ) 1,032
Total equity in earnings of unconsolidated entities $73 $2,568 $(301 ) $5,266

1 For the three and six months ended June 30, 2012, the financial information for Waskom, Matagorda, and PIPE is
included in the consolidated and condensed statement of operations and cash flows as discontinued operations.

Selected financial information for significant unconsolidated equity-method investees is as follows:

As of December 31, Three Months Ended Six Months Ended June

June 30, 30,
Total Partners' Revenues Net Revenues Net
Assets Capital Income Income
2012
Waskom $— $— $27,207  $3,394 $58,491  $8,318
14
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(Dollars in thousands, except where otherwise indicated)
June 30, 2013

(Unaudited)
Three Months Ended Six Months Ended

As of June 30, June 30, June 30,

Total Partpers Revenues Net Income Revenues

Assets Capital Income
2013
Cardinal $768,193 $475,541 $10,708 $(392 ) $18,795  $59

As of December 31
2012
Cardinal $694,767 $457,297 $7,898 $(2,343 ) $17,067  $(1,733 )

As of June 30, 2013 and December 31, 2012, the Partnership’s interest in cash of the unconsolidated equity-method
investees was $2,996 and $1,265, respectively.

(7)Derivative Instruments and Hedging Activities

The Partnership’s results of operations are materially impacted by changes in crude oil, natural gas and NGL prices and
interest rates. In an effort to manage its exposure to these risks, the Partnership periodically enters into various
derivative instruments, including commodity and interest rate hedges.

(a) Commodity Derivative Instruments

The Partnership is not currently exposed to market risks associated with commodity prices but from time to time has
used derivatives to manage the risk of commodity price fluctuation. The Partnership has established a hedging policy
and monitors and manages the commodity market risk associated with potential commodity risk exposure. These
hedging arrangements have been in the form of swaps for crude oil, natural gas and natural gasoline. In addition, the
Partnership has focused on utilizing counterparties for these transactions whose financial condition is appropriate for
the credit risk involved in each specific transaction.

Due to the sale of the Prism Assets during 2012, the Partnership terminated and settled all of its commodity derivative
instruments during the second quarter of 2012. For the three and six months ended June 30, 2012, changes in the fair
value of the Partnership’s derivative contracts were recorded in both earnings (income from discontinued operations)
and in accumulated other comprehensive income as a component of partners’ capital.

(b) Impact of Commodity Cash Flow Hedges

Crude Oil. For the three and six months ended June 30, 2012, net gains and losses on swap hedge contracts increased
crude revenue (included in income from discontinued operations) by $618 and $533, respectively.

Natural Gas. For the three and six months ended June 30, 2012, net gains and losses on swap hedge contracts
increased gas revenue (included in income from discontinued operations) by $533 and $736, respectively.

Natural Gas Liquids. For the three and months ended June 30, 2012, net gains and losses on swap hedge contracts
decreased liquids revenue (included in income from discontinued operations) by $1,116 and $1,061, respectively.
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For information regarding gains and losses on commodity derivative instruments and related hedged items, see
“Tabular Presentation Gains and Losses on Derivative Instruments and Related Hedged Items” within this Note.

() Impact of Interest Rate Derivative Instruments
The Partnership is exposed to market risks associated with interest rates. From time to time, the Partnership enters into
interest rate swaps to manage interest rate risk associated with the Partnership’s variable rate debt and term loan credit

facilities.
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Tabular Presentation of Gains and Losses on Derivative Instruments and Related Hedged Items

Effect of Derivative Instruments on the Consolidated and Condensed Statement of Operations For the Three Months

Ended June 30, 2013 and 2012

Amount of Gain or
(Loss) Recognized in
OCI on Derivatives

2013 2012
Derivatives
designated as
hedging
instruments:
Commodity
contracts

Effective Portion

Location of Amount of Gain or
Gain or (Loss) (Loss) Reclassified

Reclassified  from Accumulated
from OCI into Income
Accumulated

OClI into 2013 2012
Income

Ineffective Portion and Amount
Excluded from Effectiveness Testing
Amount of Gain or
Location of (Loss) Recognized in
Gain or (Loss) Income on
Recognized in Derivatives
Income on
Derivatives

2013 2012
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