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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

. QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES EXCHANGE
Y ACT OF 1934
For the quarterly period ended September 30, 2016
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OR

TRANSITION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES EXCHANGE
0

ACT OF 1934
For the transition period from to

Commission File Number
000-50056

MARTIN MIDSTREAM PARTNERS L.P.

(Exact name of registrant as specified in its charter)

Delaware 05-0527861

(State or other jurisdiction of incorporation or organization) (IRS Employer Identification No.)
4200 Stone Road

Kilgore, Texas 75662

(Address of principal executive offices, zip code)

Registrant’s telephone number, including area code: (903) 983-6200

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes x Noo

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yesx Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer X Accelerated filer o

Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company o

Indicated by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso Nox

The number of the registrant’s Common Units outstanding at October 26, 2016, was 35,454,462.
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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements

Consolidated and Condensed Balance Sheets as of September 30. 2016 (unaudited) and December 31. 2015
(audited)

Consolidated and Condensed Statements of Operations for the Three and Nine Months Ended September 30.
2016 and 2015 (unaudited)

Consolidated and Condensed Statements of Capital for the Nine Months Ended September 30. 2016 and 2015
(unaudited)

Consolidated and Condensed Statements of Cash Flows for the Nine Months Ended September 30. 2016 and
2015 (unaudited)

Notes to Consolidated and Condensed Financial Statements

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Item 3. Quantitative and Qualitative Disclosures About Market Risk

Item 4. Controls and Procedures

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

Item 1A. Risk Factors

Item 6. Exhibits
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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)
September December 31,
30,2016 2015
(Unaudited) (Audited)

Assets

Cash $10 $ 31
Accounts and other receivables, less allowance for doubtful accounts of $453 and $430, respectively 46,327 74,355
Product exchange receivables 159 1,050
Inventories 107,476 75,870

Due from affiliates 8,194 10,126

Fair value of derivatives 89 675

Other current assets 4,439 5,718
Assets held for sale 73,197 —

Total current assets 239,891 167,825
Property, plant and equipment, at cost 1,301,233 1,387,814
Accumulated depreciation (411,821 ) (404,574 )
Property, plant and equipment, net 889,412 983,240
Goodwill 17,296 23,802
Investment in WTLPG 129,794 132,292
Note receivable - Martin Energy Trading LLC 15,000 15,000
Other assets, net 48,951 58,314
Total assets $1,340,344  $ 1,380,473

Liabilities and Partners’ Capital

Trade and other accounts payable $60,462 $ 81,180
Product exchange payables 10,188 12,732
Due to affiliates 3,879 5,738
Income taxes payable 550 985
Fair value of derivatives 209 —
Other accrued liabilities 14,804 18,533
Liabilities held for sale 23,400 —
Total current liabilities 113,492 119,168
Long-term debt, net 913,504 865,003
Fair value of derivatives — 206
Other long-term obligations 2,435 2,217
Total liabilities 1,029,431 986,594

Commitments and contingencies (Note 16)

Partners’ capital 310,913 393,879
Total partners’ capital 310,913 393,879
Total liabilities and partners' capital $1,340,344  $ 1,380,473
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See accompanying notes to consolidated and condensed financial statements.
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

(Dollars and units in thousands, except per unit amounts)

Three Months Nine Months

Ended Ended
September September 30,
30,
2016 2015 2016 2015
Revenues:
Terminalling and storage * $30,770 $33,578 $93,565 $100,828
Marine transportation * 13,846 18,977 44,531 59,956
Natural gas services™* 14,618 17,120 46,118 50,171
Sulfur services 2,700 3,090 8,100 9,270
Product sales: *
Natural gas services 57,378 86,714 207,368 330,803
Sulfur services 26,396 33,213 105,459 128,544
Terminalling and storage 28,829 33,329 85,349 102,901
112,603 153,256 398,176 562,248
Total revenues 174,537 226,021 590,490 782,473

Costs and expenses:

Cost of products sold: (excluding depreciation and amortization)

Natural gas services * 50,658 80,709 184,781 307,039
Sulfur services * 21,510 26,144 73,734 95,685
Terminalling and storage * 23,540 28,237 70,306 87,977
95,708 135,090 328,821 490,701
Expenses:
Operating expenses * 39,488 45,310 121,542 138,399
Selling, general and administrative * 8,049 8,666 24,364 26,507
Loss on impairment of goodwill — — 4,145 —
Depreciation and amortization 22,129 23,335 66,266 68,737
Total costs and expenses 165,374 212,401 545,138 724,344
Other operating income (loss) 13 (1,586 ) (1,582 ) (1,763 )
Operating income 9,176 12,034 43,770 56,366

Other income (expense):

Equity in earnings of WTLPG 1,120 2,363 3,602 5,752
Interest expense, net (11,779 ) (11,994 ) (34,046 ) (32,465 )
Gain on retirement of senior unsecured notes — 728 — 728

Other, net 730 399 866 757

Total other expense 9,929 ) (8,504 ) (29,578 ) (25,228 )
Net income (loss) before taxes (753 ) 3,530 14,192 31,138
Income tax expense (180 ) (200 ) (422 ) (814 )
Income (loss) from continuing operations (933 ) 3,330 13,770 30,324

Income from discontinued operations, net of income taxes — — — 1,215
Net income (loss) 933 ) 3,330 13,770 31,539
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Less general partner's interest in net (income) loss 18 (3,959 ) (8,062 ) (12,310 )
Less (income) loss allocable to unvested restricted units 3 (16 ) (36 ) (127 )
Limited partners' interest in net income (loss) $0912 ) $(645 ) $5,672 $19,102

See accompanying notes to consolidated and condensed financial statements.

*Related Party Transactions Shown Below
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

(Dollars and units in thousands, except per unit amounts)

*Related Party Transactions Included Above
Three Months  Nine Months
Ended Ended
September 30, September 30,
2016 2015 2016 2015

Revenues:*

Terminalling and storage $20,649 $15,091 $62,197 $58,626
Marine transportation 4,861 6,552 17,308 19,919
Natural gas services 132 — 574 —
Product Sales 723 1,731 2,391 5,079

Costs and expenses:*
Cost of products sold: (excluding depreciation and amortization)

Natural gas services 2,946 6,470 10,829 20,198
Sulfur services 3,678 3,387 11,300 10,629
Terminalling and storage 3,766 3,227 11,232 14,261
Expenses:

Operating expenses 17,810 19,290 53,255 58,605
Selling, general and administrative 5,748 5,922 18,091 17,765

See accompanying notes to consolidated and condensed financial statements.
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS

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

Allocation of net income (loss) attributable to:
Limited partner interest:

Continuing operations

Discontinued operations

General partner interest:
Continuing operations
Discontinued operations

Net income (loss) per unit attributable to limited partners:
Basic:

Continuing operations

Discontinued operations

Weighted average limited partner units - basic
Diluted:

Continuing operations
Discontinued operations

Weighted average limited partner units - diluted

See accompanying notes to consolidated and condensed financial statements.

Three Months Nine Months
Ended Ended

September 30, September 30,
2016 2015 2016 2015

$(912 ) $(645 ) $5,672 $18,366
— — — 736
$(912 ) $(645 ) $5,672 $19,102

$(18 ) $3,959 $8,062 $11,836
_ — — 474
$(18 ) $3,959 $8,062 $12,310

$(0.03) $(0.02) $0.16 $0.52
— — — 0.02
$(0.03) $(0.02) $0.16 $0.54

35,346 35,308 35,358 35,309
$(0.03) $(0.02) $0.16 $0.52
0.02

$(0.03) $(0.02) $0.16 $0.54

35,346 35,308 35,381 35,369
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF CAPITAL

(Unaudited)
(Dollars in thousands)

Balances - January 1, 2015
Net income

Issuance of common units, net
Issuance of restricted units
Forfeiture of restricted units
General partner contribution
Cash distributions
Reimbursement of excess purchase price over carrying value of
acquired assets

Unit-based compensation
Balances - September 30, 2015

Balances - January 1, 2016

Net income

Issuance of common units, net of issuance related costs
Issuance of restricted units

Forfeiture of restricted units

Cash distributions

Unit-based compensation

Reimbursement of excess purchase price over carrying value of
acquired assets

Purchase of treasury units

Balances - September 30, 2016

Partners’ Capital

Common Limited General
Units Amount Partner Total
Amount

35,365,912 $470,943 $14,728 $485,671

— 19,229 12,310 31,539

)

— (330 ) — (330
91,950 — — —

(1,250 ) — — —

— — 55 55

— (86,420 ) (13,526 ) (99,946 )
— 1,500 — 1,500

— 1,080 — 1,080

35,456,612 $406,002 $13,567 $419,569

35,456,612 $380,845 $13,034 $393,879

— 5,708 8,062 13,770

— (28 ) — (28 )
13,800 — — —

(500 ) — — —

— (86,410 ) (13,680 ) (100,090 )
— 712 — 712

— 3,000 — 3,000
(15,200 ) (330 ) — (330 )

35,454,712 $303,497 $7.416 $3100913

See accompanying notes to consolidated and condensed financial statements.
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MARTIN MIDSTREAM PARTNERS L.P.

CONSOLIDATED AND CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

(Dollars in thousands)

Nine Months
Ended
September 30,
2016 2015
Cash flows from operating activities:
Net income $13,770 $31,539
Less: Income from discontinued operations, net of income taxes — (1,215 )
Net income from continuing operations 13,770 30,324
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 66,266 68,737
Amortization and write-off of deferred debt issuance costs 2,965 4,142
Amortization of premium on notes payable (230 ) (246 )
Loss on sale of property, plant and equipment 1,582 1,751
Loss on impairment of goodwill 4,145 —
Gain on retirement of senior unsecured notes — (728 )
Equity in earnings of unconsolidated entities 3,602 ) (5,752 )
Derivative income (1,867 ) (2,137 )
Net cash received for commodity derivatives 1,666 —
Net cash received for interest rate derivatives 160 —
Net premiums received on derivatives that settled during the year on interest rate swaption contracts 630 2,495
Unit-based compensation 712 1,080
Cash distributions from WTLPG 6,100 7,800
Change in current assets and liabilities, excluding effects of acquisitions and dispositions:
Accounts and other receivables 28,028 69,967
Product exchange receivables 891 909
Inventories (31,606 ) (3,134 )
Due from affiliates 1,932 3,348
Other current assets (4,693 ) 354
Trade and other accounts payable (15,782 ) (59,124 )
Product exchange payables (2,544 ) 6,360
Due to affiliates (1,859 ) (1,935 )
Income taxes payable (435 ) (386 )
Other accrued liabilities (3,729 ) (8,490 )
Change in other non-current assets and liabilities (765 ) (999 )
Net cash provided by continuing operating activities 61,735 114,336
Net cash used in discontinued operating activities — (1,352 )
Net cash provided by operating activities 61,735 112,984
Cash flows from investing activities:
Payments for property, plant and equipment (31,884 ) (40,123 )
Acquisition of intangible assets 2,150 ) —
Payments for plant turnaround costs (1,614 ) (1,754 )
Proceeds from sale of property, plant and equipment 2,174 1,985
Proceeds from involuntary conversion of property, plant and equipment 23,400 —
Net cash used in continuing investing activities (10,074 ) (39,892 )

Net cash provided by discontinued investing activities — 41,250
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Net cash provided by (used in) investing activities

Cash flows from financing activities:

Payments of long-term debt

Proceeds from long-term debt

Proceeds from issuance of common units, net of issuance related costs
General partner contribution

Purchase of treasury units

Payment of debt issuance costs

Reimbursement of excess purchase price over carrying value of acquired assets
Cash distributions paid

Net cash used in financing activities

Net decrease in cash

Cash at beginning of period

Cash at end of period

Non-cash additions to property, plant and equipment

See accompanying notes to consolidated and condensed financial statements.
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(10,074

)

(219,700)

270,700
(28
(330
(5,234
3,000

)

)
)

(100,090)

(51,682
(21

31

$10
$1,068

)
)

1,358
(224,310)
209,000
(330 )
55

(340 )
1,500
(99,946 )
(114,371)
(29 )
42

$13
$4,389

16



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)

September 30, 2016

(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 ("U.S.") Gulf Coast region. Its four primary business lines
include: natural gas services, including liquids transportation and distribution services and natural gas storage;
terminalling and storage services for petroleum products and by-products including the refining of naphthenic crude
oil, blending and packaging of finished lubricants; 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, 2015, filed with the Securities and Exchange Commission (the "SEC") on February 29,
2016, as amended by Amendment No. 1 on Form 10-K/A for the year ended December 31, 2015 filed on March 30,
2016.

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 and condensed financial statements in
conformity with U.S. GAAP. Actual results could differ from those estimates.

As discussed further in Note 3, on October 14, 2016, the Partnership entered into a definitive agreement with NuStar
Logistics, L.P. (“NuStar”) to sell its 900,000 barrel crude oil storage terminal, its refined product barge terminal, certain
pipelines and related easements as well as dockage and trans-loading assets located in Corpus Christi, Texas ("CCCT
Assets") for gross consideration of $107,000 plus the reimbursement of certain capital expenditures and prepaid items.
The Partnership expects to receive net proceeds of approximately $93,000 after transaction fees and expenses as well

as the application of certain net cash payments previously received by the Partnership in conjunction with its

mandated relocation of certain dockage assets to the purchase price in the amount of $13,400. The Partnership expects
to close the transaction prior to December 31, 2016. Proceeds from the sale will be used to reduce outstanding
borrowings under the Partnership's revolving credit facility. The Partnership has classified the CCCT Assets, and the
related liabilities, as held for sale at September 30, 2016.

(2)New Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
No. 2016-15, Statement of Cash Flows: Classification of Certain Cash Receipts and Cash Payments. This ASU is

17
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intended to clarify the presentation of cash receipts and payments in specific situations. The amendments in this ASU
are effective for financial statements issued for annual periods beginning after December 15, 2017, including interim
periods within those annual periods, and early application is permitted. The Partnership does not anticipate that ASU
2016-15 will have a material effect on its consolidated and condensed financial statements and related disclosures.

In February 2016, the FASB issued ASU 2016-02, Leases. This ASU amends the existing accounting standards for
lease accounting, including requiring lessees to recognize most leases on their balance sheets and making targeted
changes to lessor accounting. ASU 2016-02 is effective for annual reporting periods beginning after December 15,
2018, including interim periods within that reporting period. Early adoption of this standard is permitted. The standard
requires a modified retrospective transition approach for all leases existing at, or entered into after, the date of initial
application, with an option to use certain transition relief. The Partnership is evaluating the effect that ASU 2016-02
will have on its consolidated and condensed financial statements and related disclosures.
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MARTIN MIDSTREAM PARTNERS L.P.

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

September 30, 2016

(Unaudited)

In July 2015, the FASB issued ASU No. 2015-11, Inventory: Simplifying the Measurement of Inventory, which
applies only to inventory for which cost is determined by methods other than last-in, first-out and the retail inventory
method. This includes inventory that is measured using first-in, first-out or average cost. Inventory within the scope of
this standard is required to be measured at the lower of cost and net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business, less reasonably predictable costs of completion, disposal,
and transportation. The new standard will be effective on January 1, 2017. The Partnership does not anticipate that
ASU 2015-11 will have a material effect on its consolidated and condensed financial statements and related
disclosures.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which requires an entity
to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to
customers. The ASU will replace most existing revenue recognition guidance in U.S. GAAP when it becomes
effective. The new standard is effective for the Partnership on January 1, 2018. The standard permits the use of either
the retrospective or cumulative effect transition method. The Partnership is evaluating the effect that ASU 2014-09
will have on its consolidated and condensed financial statements and related disclosures. The Partnership has not yet
selected a transition method nor has it determined the effect of the standard on its ongoing financial reporting.

(3)Divestitures and discontinued operations

On October 14, 2016, the Partnership entered into a definitive agreement with NuStar to sell its CCCT Assets for
gross consideration of $107,000
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