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Introductory Note
 

As previously reported, on December 15, 2017, TransMontaigne Partners L.P. (the “Partnership”) and its subsidiary, TransMontaigne Operating
Company L.P., a Delaware limited partnership (“TOC”), completed the acquisition of the Martinez Terminal and Richmond Terminal (the “West Coast
Terminals”) from Plains Products Terminals LLC (“Plains”), a wholly owned subsidiary of Plains All American Pipeline, L.P., pursuant to that certain Asset
Purchase Agreement, dated as of November 2, 2017, by and between TOC and Plains (the “Acquisition”). The Partnership funded the purchase price for the
Acquisition with borrowings under its revolving credit facility.
 

This Current Report on Form 8-K/A provides historical combined financial statements related to the West Coast Terminals, which refer to the West Coast
Terminals as the “Bay Area Terminals” as this is the name Plains used to refer to these terminals in the historical financial statements. This Current Report on
Form 8-K/A also provides pro forma financial statements for the Partnership that give effect to the Acquisition. This Current Report on Form 8-K/A should
be read in conjunction with the Partnership’s Current Reports on Form 8-K filed on November 8, 2017 and December 18, 2017, which provide additional
information relating to the Acquisition.
 
Item 9.01 Exhibits.
 

(a)           Financial Statements of Businesses Acquired
 



The audited combined financial statements of the Bay Area Terminals as of December 31, 2016 and 2015 and for the years then ended, including the
notes and the report of PricewaterhouseCoopers LLP with respect thereto, and the unaudited combined financial statements of the Bay Area Terminals as of
September 30, 2017 and for the nine months ended September 30, 2017 and 2016, including the notes thereto, are attached hereto as Exhibit 99.1 and
incorporated by reference herein.
 

(b)           Pro Forma Financial Information
 

The following unaudited pro forma combined financial statements of the Partnership giving effect to the Acquisition are attached hereto as Exhibit 99.2
and incorporated by reference herein:
 

·      unaudited pro forma combined statement of operations for the nine months ended September 30, 2017;
 

·      unaudited pro forma combined statement of operations for the year ended December 31, 2016; and
 

·      unaudited pro forma combined balance sheet as of September 30, 2017.
 

(d)  Exhibits.
 
Exhibit No.

 
Description of Exhibit

23.1
 

Consent of PricewaterhouseCoopers LLP
99.1

 

Combined financial statements of the Bay Area Terminals as of December 31, 2016 and 2015 and for the years then ended and as of
September 30, 2017 and for the nine months ended September 30, 2017 and 2016

99.2
 

Unaudited pro forma combined statement of operations for the nine months ended September 30, 2017 and for the year ended
December 31, 2016, and the unaudited pro forma combined balance sheet as of September 30, 2017.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned, hereunto duly authorized.
 
 

TRANSMONTAIGNE PARTNERS L.P.
   
 

By: TransMontaigne GP L.L.C., its general partner
   
Date: January 31, 2018 By: /s/ Michael A. Hammell
  

Michael A. Hammell
  

Executive Vice President, General Counsel and 
Secretary
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Exhibit 23.1
 

CONSENT OF INDEPENDENT ACCOUNTANTS
 
We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 (No. 333-211367) and on Form S-8 (No. 333-213491) of
TransMontaigne Partners L.P. of our report dated January 10, 2018 relating to the financial statements of Bay Area Terminals, which appears in this Current
Report on Form 8-K/A of TransMontaigne Partners L.P.
 
 
/s/ PricewaterhouseCoopers LLP

 

  
Houston, Texas

 

January 30, 2018
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Report of Independent Auditors
 
To Management of Plains All American GP LLC:
 
We have audited the accompanying combined financial statements of Bay Area Terminals (the “Company”), which comprise the combined balance sheets as
of December 31, 2016 and 2015, and the related combined statements of operations, combined statements of changes in net parent investment and the
combined statements of cash flows, for the years then ended.
 
Management’s Responsibility for the Combined Financial Statements
 
Management is responsible for the preparation and fair presentation of the combined financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of combined financial statements that are free from material misstatement, whether due to fraud or error.
 
Auditors’ Responsibility
 
Our responsibility is to express an opinion on the combined financial statements based on our audits. We conducted our audits in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the combined financial statements are free from material misstatement.
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combined financial statements. The procedures
selected depend on our judgment, including the assessment of the risks of material misstatement of the combined financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevant to the Company’s preparation and fair presentation of the combined financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the combined financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
 
Opinion
 
In our opinion, the combined financial statements referred to above present fairly, in all material respects, the financial position of Bay Area Terminals as of
December 31, 2016 and 2015, and the results of their operations and their cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.



 
/s/ PricewaterhouseCoopers LLP

 

  
January 10, 2018

 

 
PricewaterhouseCoopers LLP, 1000 Louisiana Street, Suite 5800, Houston, TX 77002 
T: (713) 356 4000, F: (713) 356 4717, www.pwc.com/us
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Bay Area Terminals
Combined Balance Sheets 
(in thousands)
 
  

As of December 31,
 

  
2016

 
2015

 

Assets
     

Current assets
     

Accounts receivable
 

$ 2,218
 

$ 2,186
 

Inventory
 

217
 

318
 

Prepaid expenses
 

569
 

719
 

Total current assets
 

3,004
 

3,223
 

      
Long-term assets

     

Property and equipment, net
 

229,292
 

231,331
 

Intangible assets, net
 

4,176
 

4,767
 

Total assets
 

$ 236,472
 

$ 239,321
 

      
Liabilities and net parent investment

     

Current liabilities
     

Accounts payable and accrued liabilities
 

$ 2,171
 

$ 1,072
 

Other current liabilities
 

85
 

50
 

Total current liabilities
 

2,256
 

1,122
 

      
Long-term liabilities

     

Total long-term liabilities
 

26
 

32
 

Total liabilities
 

$ 2,282
 

$ 1,154
 

      
Net parent investment

 

234,190
 

238,167
 

Total liabilities and net parent investment
 

$ 236,472
 

$ 239,321
 

 
The accompanying notes are an integral part of these combined financial statements.
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Bay Area Terminals
Combined Statements of Operations
(in thousands)
 
  

Year Ended December 31,
 

  
2016

 
2015

 

Revenue
     

Storage
 

$ 32,996
 

$ 29,252
 

Throughput and ancillary
 

7,685
 

7,374
 

Total revenues
 

40,681
 

36,626
 

      
Expenses

     

Purchases and related costs
 

170
 

64
 

Operating expenses
 

14,850
 

14,489
 

General and administrative expenses
 

2,761
 

2,066
 

Depreciation and amortization
 

5,027
 

4,885
 

Total expenses
 

22,808
 

21,504
 

      
Operating income

 

17,873
 

15,122
 

      
Other income

 

33
 

31
 

      
Net income

 

$ 17,906
 

$ 15,153
 

 
The accompanying notes are an integral part of these combined financial statements.
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Bay Area Terminals
Combined Statements of Changes in Net Parent Investment
(in thousands)
 
Net Parent Investment

   

Balance as of December 31, 2014
 

$ 237,992
 

Net income
 

15,153
 

Net distributions to parent
 

(14,978)
Balance as of December 31, 2015

 

238,167
 

Net income
 

17,906
 

Net distributions to parent
 

(21,883)
Balance as of December 31, 2016

 

$ 234,190
 

 
The accompanying notes are an integral part of these combined financial statements.
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Bay Area Terminals
Combined Statements of Cash Flows
(in thousands)
 
  

Year Ended December 31,
 

  
2016

 
2015

 

Cash flows from operating activities
     

Net income
 

$ 17,906
 

$ 15,153
 

Adjustments to reconcile net income to cash provided by operating activities:
     

Depreciation and amortization
 

5,027
 

4,885
 

Inventory valuation adjustments
 

30
 

63
 

Net changes in operating assets and liabilities:
     

Accounts receivable
 

(32) (142)
Inventory and prepaid expenses

 

221
 

(55)
Accounts payable, accrued liabilities, and other liabilities

 

1,032
 

434
 

Net cash provided by operating activities
 

24,184
 

20,338
 

      
Cash flows from investing activities

     

Additions to property and equipment
 

(2,301) (5,360)
Net cash used in investing activities

 

(2,301) (5,360)
      
Cash flows from financing activities

     

Net distributions to parent
 

(21,883) (14,978)
Net cash used in financing activities

 

(21,883) (14,978)
      
Cash and cash equivalents

     

Net change in year
 

—
 

—
 

Beginning of year
 

—
 

—
 

End of year
 

$ —
 

$ —
 

      
Non-cash transactions:

     

Change in accrued capital expenditures
 

96
 

(175)
 

The accompanying notes are an integral part of these combined financial statements.
 

6

 
Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION 

Description of the Business
 
The Richmond and Martinez Terminal Assets (“Bay Area Terminals” or the “Company”) are owned by Plains Products Terminals LLC (“PPT”), a wholly-
owned subsidiary of Plains All American Pipeline, L.P. (“PAA”, or the “Parent”). Bay Area Terminals is located in the San Francisco Bay Area in California.
As used in this document, the terms “we”, “us”, “our” and similar terms refer to Bay Area Terminals unless the context indicates otherwise.
 
We own two discrete waterborne crude oil and refined products terminals: Richmond and Martinez Terminals, which are comprised of 65 storage tanks with
approximately 5.4 million barrels of aggregate storage capacity and additional assets including pipeline connections, two truck loading lanes, six rail
unloading spots and two ship docks. Bay Area Terminals consists of:



 
·                       The Richmond terminal with 29 aboveground storage tanks with an approximate shell capacity of 0.6 million barrels. Its products include diesel, jet

fuel, gasoline blend stocks, fuel oil, aviation gas and regular and denatured ethanol. Its connectivity includes (i) a deepwater dock capable of
handling oceangoing barges and larger cargo receipts and deliveries; (ii) truck loading capabilities; (iii) rail unloading access; and (iv) pipeline
receipts.

 
·                       The Martinez terminal with 36 aboveground storage tanks with an approximate shell capacity of 4.8 million barrels. Its products include crude oil,

gasoline, diesel, jet fuel, gasoline blend stocks and fuel oil. Its connectivity includes (i) a deepwater dock capable of handling oceangoing barges
and larger cargo receipts and deliveries; and (ii) pipeline receipts and deliveries.

 
Through these terminals, we generate fee-based revenue through crude oil and refined petroleum products storage, throughput and other ancillary services.
 
Basis of Presentation
 
The combined financial statements consist of the historical financial statements of PAA’s Bay Area Terminals business and were prepared in accordance with
generally accepted accounting principles in the United States. These statements reflect the combined historical financial position, results of operations,
changes in net parent investment and cash flows of Bay Area Terminals as if such operations had been combined for the period presented. These combined
financial statements were prepared in connection with the sale of Bay Area Terminals and were derived from the consolidated financial statements and
accounting records of PAA. The assets and liabilities in these combined financial statements have been reflected at PAA’s historical carryover basis.
 
Intercompany transactions between the Parent and Bay Area Terminals have been included in these combined financial statements and are considered to be
effectively settled for cash in the combined financial statements at the time the transaction is recorded. The total net effect of the settlement of these
intercompany transactions is reflected in the combined statement of cash flows as a financing activity and in the combined balance sheet within net parent
investment.
 
The combined statement of operations also includes expense allocations for certain functions historically performed by the Parent and allocated to Bay Area
Terminals. These functions primarily relate to finance and accounting, legal, information technology, human resources, communications,
commercial/marketing services, terminal operations, engineering, environmental, regulatory compliance, health and safety. Costs related to such functions are
included in either operating or general and administrative expenses, and have been allocated on the basis of direct usage when identifiable or allocated on the
basis of revenue. Our management believes the assumptions underlying the combined financial statements, including the assumptions regarding allocation of
expenses from PAA, are reasonable and reflect all costs related to the operations of Bay Area Terminals,
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
including those incurred by PAA on behalf of Bay Area Terminals. Nevertheless, the combined financial statements may not include all of the expenses that
would have been incurred had Bay Area Terminals been a stand-alone company during the period presented and may not reflect its financial position, results
of operations and cash flows had Bay Area Terminals been a stand-alone company during the period presented.
 
We do not maintain separate bank accounts; therefore, we use PAA’s centralized cash management process whereby the cash generated by Bay Area
Terminals is held by PAA, and PAA funds Bay Area Terminals’ operating and investing activities as needed. Accordingly, the cash and cash equivalents
generated by Bay Area Terminals’ operations and held by PAA are not presented in the combined financial statements. Transfers of cash to and from PAA’s
cash management system are reflected as a component of “Net parent investment” on the combined balance sheet, and as part of “Net distributions to parent”
on the combined statement of cash flows.
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Use of Estimates
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to
make certain estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the
balance sheet date and the reported amounts of revenues and expenses during the reporting period. The Company’s most significant estimates involve
(i) property and equipment and depreciation expense and (ii) accruals and contingent liabilities. Although we believe these estimates are reasonable, actual
results can differ from these estimates.
 
Revenue Recognition
 
Our operations generally consist of fee-based activities associated with storage, throughput and other ancillary fees for crude oil and refined products. We
generate revenue through a combination of month-to-month and multi-year storage agreements. Storage fees resulting from short-term and long-term
contracts are typically recognized in revenue ratably over the term of the contract regardless of the actual storage capacity utilized. Revenues associated with
ancillary fees such as marine, additive injection, pipeline receipt/delivery, truck loading, rail unloading, circulation, heating and vapor recovery fees are
recognized in the period those services are provided and are based on contracted rates.
 
Purchases and Related Costs
 
Purchases and related costs include (i) the cost of inventory sold and (ii) costs associated with inventory valuation adjustments. These costs are recognized in
the period incurred.
 
Accounts Receivable
 



Accounts receivable are primarily derived from storage, throughput and ancillary fees. As of December 31, 2016 and December 31, 2015, we did not have
any allowances for doubtful accounts balances. We review all outstanding accounts receivable balances on a monthly basis and record a reserve for amounts
that we expect will not be fully recovered. We do not apply actual balances against any reserves until we have exhausted substantially all collection efforts.
 
Income Taxes
 
No provision for federal or state income taxes has been made because the Company, PPT, and the Parent are not taxable entities for federal or state income tax
purposes.
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
Fair Value Estimates
 
The carrying amounts of our accounts receivable, accounts payable and accrued liabilities approximate their carrying values due to their short-term nature.
 
Other Significant Accounting Policies
 
See the respective footnotes for our accounting policies regarding (i) inventory, (ii) property and equipment, (iii) intangible assets, (iv) concentration of
customers and credit risk, (v) related party transactions, (vi) commitments and contingencies and (vii) subsequent events.
 
Recent Accounting Pronouncements
 
In February 2016, the FASB issued ASU 2016-02, Leases that revises the current accounting model for leases. The most significant changes are the
clarification of the definition of a lease and required lessee recognition on the balance sheet of lease assets and liabilities with lease terms of more than 12
months, including extensive quantitative and qualitative disclosures. This guidance will become effective for interim and annual periods beginning after
December 15, 2019, for non-public companies, with a modified retrospective application required.
 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606) with the underlying principle that an entity will recognize
revenue to reflect amounts expected to be received in exchange for the provision of goods and services to customers upon the transfer of those goods or
services. This ASU also requires additional disclosures. This ASU can be adopted either with a full retrospective approach or a modified retrospective
approach with a cumulative-effect adjustment as of the date of adoption and is effective for interim and annual periods beginning after December 15, 2018 for
non-public entities.
 
3. INVENTORY
 
Our inventory primarily consists of transmix. Transmix is a mixture of refined products that forms when various product types are transported in pipelines. As
is common in the industry, our agreements with our customers incorporate a provision that is intended to offset gains or losses, outside of tolerance, due to
evaporation, shrinkage, measurement and other normal gains or losses. We value the variance of allowance volumes to actual gains or losses at the estimated
net realizable value at the time the variance occurred and the result is recorded as either an increase to revenues or purchases. Our inventory is valued at the
lower of cost or market, with cost determined using an average cost method. At the end of each reporting period, we assess the carrying value of our
inventory and make any adjustments necessary to reduce the carrying value to the applicable net realizable value. During the years ended December 31, 2016
and 2015, there were inventory valuation adjustments of approximately $30 thousand and $63 thousand, respectively.
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
4. PROPERTY AND EQUIPMENT
 
Property and equipment, net is stated at cost and consisted of the following:
 

  

Estimated
Useful Lives

 
As of December 31,

 

(in thousands)
 

(Years)
 

2016
 

2015
 

Tankage, pipeline, and heavy equipment
 

10 – 70
 

$ 244,790
 

$ 241,113
 

Buildings
 

25 – 40
 

2,422
 

2,295
 

Vehicles, office, and other equipment
 

3 – 20
 

6,420
 

6,481
 

Construction in progress
 

—
 

920
 

2,154
 

Land
 

N/A
 

25,777
 

25,889
 

 

   

280,329
 

277,932
 

Accumulated depreciation
   

(51,037) (46,601)
Property and equipment, net

   

$ 229,292
 

$ 231,331
 

 
We compute depreciation expense using the straight-line method based on estimated useful lives and salvage values of our assets. These estimates of useful
lives and salvage values of our assets are based on various factors including condition, manufacturing specifications, technological advances and historical
data concerning useful lives of similar assets. Uncertainties that impact these estimates include changes in laws and regulations relating to restoration and



abandonment requirements, economic conditions and supply and demand in the area. When assets are put into service, we make estimates with respect to
useful lives and salvage values that we believe are reasonable. However, subsequent events could cause us to change our estimates, thus impacting the future
calculation of depreciation and amortization.
 
In accordance with our capitalization policy, expenditures made to expand the existing operating and/or earnings capacity of our assets are capitalized. We
also capitalize certain costs directly related to the construction of such assets. In addition, we will capitalize expenditures for the replacement of partially or
fully depreciated assets in order to maintain the operating and/or earnings capacity of our existing assets. Repair and maintenance expenditures incurred in
order to maintain the day to day operation of our existing assets are expensed as incurred.
 
Impairment of long-lived assets
 
Long-lived assets with recorded values that are not expected to be recovered through future cash flows are written down to estimated fair value. Long-lived
assets are tested for impairment when events or circumstances indicate that their carrying value may not be recoverable. The carrying value of a long-lived
asset is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the asset. If the
carrying value exceeds the sum of the undiscounted cash flows, an impairment loss equal to the amount by which the carrying value exceeds the fair value of
the asset is recognized.
 
We evaluate property and equipment for impairment when events or circumstances indicate that the carrying value of these assets may not be recoverable.
The evaluation is highly dependent on the underlying assumptions of related cash flows. The subjective assumptions used to determine the existence of an
impairment of carrying value include:
 

·                  whether there is an indication of impairment;
·                  the grouping of assets;
·                  the intention of “holding,” “abandoning” or “selling” an asset;
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 

·                  the forecast of undiscounted expected future cash flow over the asset’s estimated useful life; and
·                  if an impairment exists, the fair value of the asset or asset group.

 
During the years ended December 31, 2016 and 2015, we did not recognize any impairments.
 
5.         INTANGIBLE ASSETS
 
Intangible assets, net of accumulated amortization, consisted of customer relationships and emission reduction credits as of the date indicated:
 

  

Estimated
Useful Lives

 
As of December 31,

 

(in thousands)
 

(Years)
 

2016
 

2015
 

Customer relationships
 

17
 

$ 10,050
 

$ 10,050
 

Emission reduction credits (1)
 

N/A
 

111
 

111
 

Accumulated amortization
   

(5,985) (5,394)
Intangible assets, net

   

$ 4,176
 

$ 4,767
 

 

(1) Emission reduction credits, once surrendered in exchange for environmental permits, are finite-lived.
 
Amortization expense for the years ended December 31, 2016 and 2015 was $591 thousand. Intangible assets that have indefinite lives are tested for
impairment when events or circumstances indicate that the carrying value may not be recoverable.
 
We estimate that our amortization expense related to finite-lived intangible assets for the next five years will be as follows:
 
(in thousands)

 
2017

 
2018

 
2019

 
2020

 
2021

 

Amortization expense
 

$ 591
 

$ 591
 

$ 591
 

$ 591
 

$ 591
 

 
6.         CONCENTRATION OF CUSTOMERS AND CREDIT RISK
 
The following customers and their respective subsidiaries accounted for 10% or more of our revenues for the year presented:
 
  

Year Ended December 31,
 

  
2016

 
2015

 

Tesoro Refining & Marketing Company LLC
 

42% 38%
Chevron

 

21% 33%
 
Financial instruments that potentially subject us to concentrations of credit risk consist principally of trade receivables. Accounts receivable are primarily
derived from storage and throughput service and ancillary fees. This industry concentration has the potential to impact our overall exposure to credit risk in
that the customers may be similarly affected by changes in economic, industry or other conditions. We perform periodic credit evaluations of our customers’
financial condition and generally do not require collateral for accounts receivable.
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
7.         RELATED PARTY TRANSACTIONS
 
As discussed in “Basis of Presentation” in Note 1, historically, PAA performed certain functions that directly and indirectly supported our operations. These
functions primarily related to finance and accounting, legal, information technology, human resources, communications, commercial/marketing services,
terminal operations, engineering, environmental, regulatory compliance, health and safety. Costs related to such functions are included in either operating or
general and administrative expenses in our combined statement of operations, depending on the nature of the activity, and have been allocated on the basis of
direct usage, when identifiable, or allocated on the basis of revenues. These expenses also included labor from employees who are employed by the Parent’s
general partner, Plains All American GP LLC.
 
During the years ended 2016 and 2015 respectively, $2,021 thousand and $1,578 thousand of costs included in general and administrative expenses and $393
thousand and $222 thousand of costs included in operating expenses were allocated on the basis of revenues.
 
8.         COMMITMENTS AND CONTINGENCIES
 
Commitments
 
We have commitments, some of which are leases related to vehicles. We also incur costs associated with leased land and rights-of-way easements. Future
non-cancelable commitments related to these items at December 31, 2016, are summarized below:
 
(in thousands)

 
2017

 
2018

 
2019

 
2020

 
2021

 
Thereafter

 
Total

 

Leases and rights-of-way easements(1) 
 

$ 68
 

$ 68
 

$ 62
 

$ 56
 

$ 20
 

$ 282
 

$ 556
 

 

(1)                                 Includes operating leases as well as obligations for rights-of-way easements. Lease expense for the years ended December 31, 2016 and 2015 was
$579 thousand and $474 thousand, respectively, and was recognized in “Operating expenses” in our combined statement of operations.

 
Contingencies
 
We are subject to numerous federal, state, and local laws which regulate the discharge of materials into the environment or that otherwise relate to the
protection of the environment. We may be involved in regulatory disputes, litigation, and claims arising out of our operations in the normal course of
business. However, we are not currently a party to any legal or regulatory proceedings, the resolution of which could have a material adverse effect on our
business, financial condition, or results of operations.
 
Environmental
 
We record environmental liabilities when environmental assessments and/or remedial efforts are probable and the amounts can be reasonably estimated.
Generally, our recording of these accruals coincides with our completion of a feasibility study or our commitment to a formal plan of action. We do not
discount our environmental remediation liabilities to present value.
 
Environmental expenditures that pertain to current operations or to future revenues are expensed or capitalized consistent with our capitalization policy for
property and equipment. Expenditures that result from the remediation of an existing condition caused by past operations and that do not contribute to current
or future profitability are expensed.
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Bay Area Terminals
Notes to Combined Financial Statements
Years Ended December 31, 2016 and 2015
 
As of December 31, 2016 and 2015, our estimated undiscounted reserve for environmental liabilities totaled $212 thousand and $80 thousand, respectively,
which was classified as short-term. These short-term environmental liabilities are reflected in “Accounts payable and accrued liabilities” on our combined
balance sheets. During the years ended December 31, 2016 and 2015, $237 thousand and $121 thousand, respectively, of environmental expense was
recognized in “Operating expenses.”
 
9. SUBSEQUENT EVENTS
 
Effective December 15, 2017, a wholly owned operating company subsidiary of TransMontaigne Partners L.P. completed the acquisition of Bay Area
Terminals for a purchase price of $275 million.
 
We did not identify any additional subsequent events or transactions through January 10, 2018, the date the accompanying combined financial statements
were available to be issued.
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Bay Area Terminals
Combined Balance Sheets



(in thousands)
 
  

September 30,
 

December 31,
 

  
2017

 
2016

 

  
(unaudited)

 

Assets
   

Current assets
     

Accounts receivable
 

$ 2,708
 

$ 2,218
 

Inventory
 

227
 

217
 

Prepaid expenses
 

328
 

569
 

Total current assets
 

3,263
 

3,004
 

      
Long-term assets

     

Property and equipment, net
 

227,228
 

229,292
 

Intangible assets, net
 

3,732
 

4,176
 

Total assets
 

$ 234,223
 

$ 236,472
 

      
Liabilities and net parent investment

     

Current liabilities
     

Accounts payable and accrued liabilities
 

$ 936
 

$ 2,171
 

Accrued property taxes and other current liabilities
 

1,636
 

85
 

Total current liabilities
 

2,572
 

2,256
 

      
Long-term liabilities

     

Total long-term liabilities
 

20
 

26
 

Total liabilities
 

2,592
 

2,282
 

      
Net parent investment

 

231,631
 

234,190
 

Total liabilities and net parent investment
 

$ 234,223
 

$ 236,472
 

 
The accompanying notes are an integral part of these unaudited combined financial statements.
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Bay Area Terminals
Combined Statements of Operations
(in thousands)
 
  

Nine Months Ended September 30,
 

  
2017

 
2016

 

  
(unaudited)

 

Revenues
     

Storage
 

$ 26,940
 

$ 24,647
 

Throughput and ancillary
 

5,721
 

5,314
 

Total revenues
 

32,661
 

29,961
 

      
Expenses

     

Purchases and related costs
 

3
 

170
 

Operating expenses
 

8,957
 

10,687
 

General and administrative expenses
 

1,856
 

1,588
 

Depreciation and amortization
 

3,804
 

3,764
 

Total expenses
 

14,620
 

16,209
 

      
Operating income

 

18,041
 

13,752
 

      
Other income

 

34
 

33
 

      
Net income

 

$ 18,075
 

$ 13,785
 

 
The accompanying notes are an integral part of these unaudited combined financial statements.
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Bay Area Terminals
Combined Statements of Changes in Net Parent Investment
(in thousands)
 
  

2017
 

  
(unaudited)

 

Balance as of December 31, 2016
 

$ 234,190
 

Net income
 

18,075
 

Net distributions to parent
 

(20,634)
Balance as of September 30, 2017

 

$ 231,631
 



 
  

2016
 

  
(unaudited)

 

Balance as of December 31, 2015
 

$ 238,167
 

Net income
 

13,785
 

Net distributions to parent
 

(17,150)
Balance as of September 30, 2016

 

$ 234,802
 

 
The accompanying notes are an integral part of these unaudited combined financial statements.
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Bay Area Terminals
Combined Statements of Cash Flows
(in thousands)
 
  

Nine Months Ended September 30,
 

  
2017

 
2016

 

  
(unaudited)

 

Cash flows from operating activities
     

Net income
 

$ 18,075
 

$ 13,785
 

Adjustments to reconcile net income to cash provided by operating activities:
     

Depreciation and amortization
 

3,804
 

3,764
 

Gain on sale of fixed assets
 

(1) —
 

Net changes in operating assets and liabilities:
     

Accounts receivable
 

(490) (1,786)
Inventory and prepaid expenses

 

232
 

513
 

Accounts payable, accrued liabilities, accrued property taxes and other liabilities
 

839
 

2,113
 

Net cash provided by operating activities
 

22,459
 

18,389
 

Cash flows from investing activities
     

Additions to property and equipment
 

(1,826) (1,239)
Proceeds from sale of fixed assets

 

1
 

—
 

Net cash used in investing activities
 

(1,825) (1,239)
Cash flows from financing activities

     

Net distributions to parent
 

(20,634) (17,150)
Net cash used in financing activities

 

(20,634) (17,150)
Cash and cash equivalents

     

Net change in year
 

—
 

—
 

Beginning of year
 

—
 

—
 

End of year
 

$ —
 

$ —
 

      
Non-cash transactions:

     

Change in accrued capital expenditures
 

(529) 304
 

 
The accompanying notes are an integral part of these unaudited combined financial statements.
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Bay Area Terminals
Notes to Combined Financial Statements
(unaudited)
 
1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
 
Description of the Business
 
The Richmond and Martinez Terminal Assets (“Bay Area Terminals” or the “Company”) are owned by Plains Products Terminals LLC (“PPT”), a wholly-
owned subsidiary of Plains All American Pipeline, L.P. (“PAA”, or the “Parent”). Bay Area Terminals is located in the San Francisco Bay Area in California.
As used in this document, the terms “we”, “us”, “our” and similar terms refer to Bay Area Terminals unless the context indicates otherwise.
 
We own two discrete waterborne crude oil and refined products terminals: Richmond and Martinez Terminals, which are comprised of 65 storage tanks with
approximately 5.4 million barrels of aggregate storage capacity and additional assets including pipeline connections, two truck loading lanes, six rail
unloading spots and two ship docks. Bay Area Terminals consists of:
 

·                  The Richmond terminal with 29 above ground storage tanks with an approximate shell capacity of 0.6 million barrels. Its products include diesel, jet
fuel, gasoline blend stocks, fuel oil, aviation gas and regular and denatured ethanol. Its connectivity includes (i) a deepwater dock capable of
handling oceangoing barges and larger cargo receipts and deliveries; (ii) truck loading capabilities; (iii) rail unloading access; and (iv) pipeline
receipts.

 
·                  The Martinez terminal with 36 above ground storage tanks with an approximate shell capacity of 4.8 million barrels. Its products include crude oil,

gasoline, diesel, jet fuel, gasoline blend stocks and fuel oil. Its connectivity includes (i) a deep-water dock capable of handling oceangoing barges
and larger cargo receipts and deliveries; and (ii) pipeline receipts and deliveries.



 
Through these terminals, we generate fee-based revenue through crude oil and refined petroleum products storage, throughput and other ancillary services.
 
Basis of Presentation
 
The unaudited combined financial statements consist of the historical financial statements of PAA’s Bay Area Terminals business and were prepared in
accordance with generally accepted principles in the United States. These statements reflect the unaudited combined historical results of operations, financial
position, changes in net parent investment and cash flows of Bay Area Terminals as if such operations had been combined for the period presented. These
unaudited combined financial statements were prepared in connection with the sale of Bay Area Terminals and were derived from the consolidated financial
statements and accounting records of PAA. The assets and liabilities in these combined financial statements have been reflected at PAA’s historical carryover
basis.
 
The unaudited combined financial statements have been prepared in accordance with the instructions for interim reporting as set forth by the Securities and
Exchange Commission, and should be read in conjunction with our December 31, 2016 combined financial statements. All adjustments (consisting only of
normal recurring adjustments) that in the opinion of management were necessary for a fair statement of the results for the interim periods have been reflected.
The combined balance sheet data as of December 31, 2016 was derived from audited financial statements, but does not include all disclosures required by
generally accepted accounting principles. The results of operations for the nine months ended September 30, 2017 should not be taken as indicative of results
to be expected for the entire year.
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Bay Area Terminals
Notes to Combined Financial Statements
(unaudited)
 
Intercompany transactions between the Parent and Bay Area Terminals have been included in these unaudited combined financial statements and are
considered to be effectively settled for cash in the unaudited combined financial statements at the time the transaction is recorded. The total net effect of the
settlement of these intercompany transactions is reflected in the unaudited combined statements of cash flows as a financing activity and in the unaudited
combined balance sheets within net parent investment.
 
The unaudited combined statements of operations also include expense allocations for certain functions historically performed by the Parent and allocated to
Bay Area Terminals. These functions primarily relate to finance and accounting, legal, information technology, human resources, communications,
commercial/marketing services, terminal operations, engineering, environmental, regulatory compliance, health and safety. Costs related to such functions are
included in either operating or general administrative expenses, and have been allocated on the basis of direct usage when identifiable or allocated on the
basis of revenue. Our management believes the assumptions underlying the combined financial statements, including the assumptions regarding allocation of
expenses from PAA, are reasonable and reflect all costs related to the operations of Bay Area Terminals, including those incurred by PAA on behalf of Bay
Area Terminals. Nevertheless, the unaudited combined financial statements may not include all of the expenses that would have been incurred had Bay Area
Terminals been a stand-alone company during the period presented and may not reflect its results of operations, financial position and cash flows had Bay
Area Terminals been a stand-alone company during the periods presented.
 
We do not maintain separate bank accounts; therefore, we use PAA’s centralized cash management process whereby the cash generated by Bay Area
Terminals is held by PAA, and PAA funds Bay Area Terminals’ operating and investing activities as needed. Accordingly, the cash and cash equivalents
generated by Bay Area Terminals’ operations and held by PAA are not presented in the unaudited combined financial statements for any of the periods
presented. Transfers of cash to and from PAA’s cash management system is reflected as a component of “Net parent investment” on the unaudited combined
balance sheets, and as part of “Net distributions to parent” on the unaudited combined statements of cash flows.
 
2. RECENT ACCOUNTING PRONOUNCEMENTS
 
In February 2016, the FASB issued ASU 2016-02, Leases that revises the current accounting model for leases. The most significant changes are the
clarification of the definition of a lease and required lessee recognition on the balance sheet of lease assets and liabilities with lease terms of more than 12
months, including extensive quantitative and qualitative disclosures. This guidance will become effective for interim and annual periods beginning after
December 15, 2019, for non-public entities, with a modified retrospective application required.
 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606) with the underlying principle that an entity will recognize
revenue to reflect amounts expected to be received in exchange for the provision of goods and services to customers upon the transfer of those goods or
services. This ASU also requires additional disclosures. This ASU can be adopted either with a full retrospective approach or a modified retrospective
approach with a cumulative-effect adjustment as of the date of adoption and is effective for interim and annual periods beginning after December 15, 2018 for
non-public entities.
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Bay Area Terminals
Notes to Combined Financial Statements
(unaudited)
 
3. PROPERTY AND EQUIPMENT
 
Property and equipment, net is stated at cost and consisted of the following:
 

(in thousands)
 

Estimated
Useful Lives

(Years)
 

September
30, 2017

 

December 31,
2016

 
    



Tankage, pipeline, and heavy equipment 10 – 70 $ 245,879 $ 244,790
Buildings

 

25 – 40
 

2,422
 

2,422
 

Vehicles, office, and other equipment
 

3 – 20
 

6,420
 

6,420
 

Construction in progress
 

—
 

1,128
 

920
 

Land
 

N/A
 

25,777
 

25,777
 

 

   

281,626
 

280,329
 

Accumulated depreciation
   

(54,398) (51,037)
Property and equipment, net

   

$ 227,228
 

$ 229,292
 

 
We did not recognize any impairments during the nine months ended September 30, 2017 or 2016.
 
4.         RELATED PARTY TRANSACTIONS
 
As discussed in “Basis of Presentation” in Note 1, historically, PAA performed certain functions that directly and indirectly supported our operations. These
functions primarily related to finance and accounting, legal, information technology, human resources, communications, commercial/marketing services,
terminal operations, engineering, environmental, regulatory compliance, health and safety. Costs related to such functions are included in either operating or
general and administrative expenses in our combined financial statements, depending on the nature of the activity, and have been allocated on the basis of
direct usage, when identifiable, or allocated on the basis of revenues. These expenses also included labor from employees who are employed by the Parent’s
general partner, Plains All American GP LLC.
 
During the nine months ended September 30, 2017 and 2016 respectively, $1,614 thousand and $1,425 thousand of costs included in general and
administrative expenses and $285 thousand and $321 thousand of costs included in operating expenses were allocated on the basis of revenues.
 
5.         COMMITMENTS AND CONTINGENCIES
 
Contingencies
 
We are subject to numerous federal, state, and local laws which regulate the discharge of materials into the environment or that otherwise relate to the
protection of the environment. We may be involved in regulatory disputes, litigation, and claims arising out of our operations in the normal course of
business. However, we are not currently a party to any legal or regulatory proceedings, the resolution of which could have a material adverse effect on our
business, financial condition, or results of operations.
 
Environmental
 
We record environmental liabilities when environmental assessments and/or remedial efforts are probable and the amounts can be reasonably estimated.
Generally, our recording of these accruals coincides with our
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Bay Area Terminals
Notes to Combined Financial Statements
(unaudited)
 
completion of a feasibility study or our commitment to a formal plan of action. We do not discount our environmental remediation liabilities to present value.
 
Environmental expenditures that pertain to current operations or to future revenues are expensed or capitalized consistent with our capitalization policy for
property and equipment. Expenditures that result from the remediation of an existing condition caused by past operations and that do not contribute to current
or future profitability are expensed.
 
At September 30, 2017, our estimated undiscounted reserve for environmental liabilities totaled $94 thousand which was classified as short-term. At
December 31, 2016, our estimated undiscounted reserve for environmental liabilities totaled $212 thousand which was classified as short-term. These short-
term environmental liabilities are reflected in “Accounts payable and accrued liabilities” on our combined balance sheets and relate to Bay Area Terminals.
During the nine months ended September 30, 2017 and 2016, $96 thousand and $75 thousand, respectively, of environmental expenses were recognized in
Operating expenses.
 
6. SUBSEQUENT EVENTS
 
Effective December 15, 2017, a wholly owned operating company subsidiary of TransMontaigne Partners L.P. completed the acquisition of Bay Area
Terminals for a purchase price of $275 million.
 
We did not identify any additional subsequent events or transactions through January 10, 2018, the date the accompanying combined financial statements
were available to be issued.
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Exhibit 99.2
 

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
 
Introduction
 

On December 15, 2017, TransMontaigne Partners L.P. (the “Partnership,” “we” or “our”) and its subsidiary, TransMontaigne Operating Company L.P., a
Delaware limited partnership (“TOC”), completed the acquisition of the Martinez Terminal and Richmond Terminal (the “West Coast Terminals”) from Plains
Products Terminals LLC (“Plains”), a wholly owned subsidiary of Plains All American Pipeline, L.P., pursuant to that certain Asset Purchase Agreement,
dated as of November 2, 2017, by and between TOC and Plains (the “Acquisition”).
 

The unaudited pro forma combined statements of operations of the Partnership for the nine months ended September 30, 2017 and the year ended
December 31, 2016 give effect to the following transactions (collectively, the “Transactions”) as if they had been consummated on January 1, 2016, the
beginning of the earliest period presented:
 

·                  the Acquisition and the payment by the Partnership of the $275 million purchase price for the West Coast Terminals; and
·                  the execution of the First Amendment to Third Amended and Restated Senior Secured Credit Facility, which increased the commitments under the

Partnership’s revolving credit facility from $600,000,000 to $850,000,000 (the “Credit Facility Amendment”).
 

The unaudited pro forma combined balance sheet as of September 30, 2017 gives effect to the Transactions as if they had occurred on September 30,
2017.
 

The pro forma adjustments are based on currently available information and assumptions that the Partnership’s management believes to be appropriate in
the circumstances.  The unaudited pro forma combined financial statements include adjustments that are (1) factually supportable, (2) directly attributable to
the Transactions and (3) as it relates to the unaudited pro forma combined statements of operations, expected to have a continuing impact on the Partnership’s
results following the completion of the Transactions.
 

Adjustments for the Transactions on an individual basis are presented in the notes to the unaudited pro forma combined financial statements. The
unaudited pro forma combined financial statements and accompanying notes should be read in conjunction with (i) the Partnership’s unaudited consolidated
financial statements as of and for the nine months ended September 30, 2017, and the related notes thereto, which are included in the Partnership’s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2017 (the “Quarterly Report”), (ii) the Partnership’s audited consolidated financial statements for
the year ended December 31, 2016, and related notes thereto, which are included in the Partnership’s Annual Report on Form 10-K for the year ended
December 31, 2016 (the “Annual Report”), (iii) the West Coast Terminals’ unaudited combined financial statements as of September 30, 2017 and for the
nine months ended September 30, 2017 and 2016, and the related notes thereto, which are included as Exhibit 99.1 to our Current Report on Form 8-K/A filed
on January 31, 2018, and (iv) the West Coast Terminals’ audited combined financial statements as of and for the years ended December 31, 2016 and 2015,
and the related notes thereto, which are included as Exhibit 99.1 to our Current Report on Form 8-K/A filed on January 31, 2018.
 

The unaudited pro forma, combined financial statements do not purport to be indicative of the results of operations or financial position that we actually
would have achieved if the Transactions had been consummated on the dates indicated, nor do they project our results of operations or financial position for
any future period or date.
 

 
UNAUDITED PRO FORMA COMBINED BALANCE SHEET

As of September 30, 2017
(amounts in thousands)

 

  

TLP
(Registrant)
Historical

 

West Coast
Terminals
(Acquiree)
Historical

 

Pro forma
Adjustments

 
Notes

 

Pro forma
Combined

 

  
(a)

 
(b)

       

ASSETS
           

Current assets:
           

Cash and cash equivalents
 

$ 4,853
 

$ —
 

$ —
   

$ 4,853
 

Trade accounts receivable, net
 

10,303
 

2,708
 

(2,708) (i)
 

10,303
 

Inventories
 

—
 

227
 

(227) (i)
 

—
 

Due from affiliates
 

1,458
 

—
 

—
   

1,458
 

Other current assets
 

6,458
 

328
 

709
 

(c) (i)
 

7,495
 

Total current assets
 

23,072
 

3,263
 

(2,226)
  

24,109
 

Property, plant and equipment, net
 

426,467
 

227,228
 

30,650
 

(d)
 

684,345
 

Goodwill
 

8,485
 

—
 

14,452
 

(f)
 

22,937
 

Intangible assets, net
 

—
 

3,732
 

(119) (e)
 

3,613
 

Investments in unconsolidated affiliates
 

236,706
 

—
 

—
   

236,706
 

Other assets, net
 

7,165
 

—
 

1,342
 

(g)
 

8,507
 

 

 

$ 701,895
 

$ 234,223
 

$ 44,099
   

$ 980,217
 

LIABILITIES AND EQUITY
           

Current liabilities:
           

Trade accounts payable
 

$ 9,073
 

$ 936
 

$ (936) (i)
 

$ 9,073
 

Accrued liabilities
 

18,002
 

1,636
 

(1,188) (i)(j)
 

18,450
 

Total current liabilities
 

27,075
 

2,572
 

(2,124)
  

27,523
 

Other liabilities
 

3,411
 

20
 

200
 

(h)
 

3,631
 

Long-term debt
 

302,000
 

—
 

278,793
 

(g)
 

580,793
 

Total liabilities
 

332,436
 

2,592
 

276,869
   

611,947
 

Commitments and contingencies
           

Partners’ equity:
           
     



Common units 316,090 231,631 (232,770) (j) 314,951
General partner interest

 

53,319
 

—
 

—
   

53,319
 

Total partners’ equity
 

369,409
 

231,631
 

(232,770)
  

368,270
 

 

 

$ 701,895
 

$ 234,223
 

$ 44,099
   

$ 980,217
 

 
See accompanying notes to the Unaudited Pro Forma Combined Financial Information
 

 
UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATIONS

For the nine months ended September 30, 2017
(amounts in thousands, except per unit data)

 

  

TLP (Registrant)
Historical

 

West Coast
Terminals
(Acquiree)
Historical

 

Pro forma
Adjustments

 
Notes

 

Pro forma
Combined

 

  
(a)

 
(b)

       

Revenue:
           

External customers
 

$ 130,442
 

$ 32,661
 

—
   

$ 163,103
 

Affiliates
 

5,221
 

—
 

—
   

5,221
 

Total revenue
 

135,663
 

32,661
 

—
   

168,324
 

Operating costs and expenses and other:
           

Purchases and related costs
 

—
 

(3) 3
 

m
 

—
 

Direct operating costs and expenses
 

(50,214) (8,957) 282
 

(k)(m)
 

(58,889)
General and administrative expenses

 

(13,298) (1,856) 1,614
 

(k)
 

(13,540)
Insurance expenses

 

(3,007) —
 

—
   

(3,007)
Equity-based compensation expense

 

(2,713) —
 

—
   

(2,713)
Depreciation and amortization

 

(26,379) (3,804) (5,281) (d)
 

(35,156)
 

     

308
 

(e)
   

Earnings from unconsolidated affiliates
 

6,564
 

—
 

—
   

6,564
 

Total operating costs and expenses and
other

 

(89,047) (14,620) (3,074)
  

(106,741)
Operating income

 

46,616
 

18,041
 

(3,074)
  

61,583
 

Other expenses:
           

Interest expense
 

(7,333) —
 

(7,491) (I)
 

(14,824)
Amortization of deferred financing costs

 

(885) —
 

(237) (I)
 

(1,122)
Total other expenses

 

(8,218) —
 

(7,728)
  

(15,946)
Other income:

           

Other income
 

—
 

34
 

—
   

34
 

Total other income
 

—
 

34
 

—
   

34
 

Net earnings
  

38,398
  

18,075
  

(10,803)
  

45,670
 

Less—earnings allocable to general partner
interest including incentive distribution rights

  

(9,218)
 

—
  

—
   

(9,218)
Net earnings allocable to limited partners

 

$ 29,180
 

$ 18,075
 

$ (10,803)
  

$ 36,452
 

Basic weighted average units
 

16,257
 

—
 

—
   

16,257
 

Diluted weighted average units
 

16,279
 

—
 

—
   

16,279
 

Net earnings per limited partner unit—basic
 

$ 1.79
 

$ —
 

$ —
   

$ 2.24
 

Net earnings per limited partner unit—diluted
 

$ 1.79
 

$ —
 

$ —
   

$ 2.24
 

 
See accompanying notes to the Unaudited Pro Forma Combined Financial Information

 

 
UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATIONS

For the year ended December 31, 2016
(amounts in thousands, except per unit data)

 

  

TLP (Registrant)
Historical

 

West Coast
Terminals
(Acquiree)
Historical

 

Pro forma
Adjustments

 
Notes

 

Pro forma
Combined

 

  
(a)

 
(b)

       

Revenue:
           

External customers
 

$ 156,506
 

$ 40,681
 

—
   

$ 197,187
 

Affiliates
 

8,418
 

—
 

—
   

8,418
 

Total revenue
 

164,924
 

40,681
 

—
   

205,605
 

Operating costs and expenses and other:
           

Purchases and related costs
 

—
 

(170) 170
 

(m)
 

—
 

Direct operations costs and expenses
 

(68,415) (14,850) 223
 

(k)(m)
 

(83,042)
General and administrative expenses

 

(14,823) (2,761) 2,021
 

(k)
 

(15,563)
Insurance expenses

 

(4,081) —
 

—
   

(4,081)
Equity-based compensation expense

 

(2,540) —
 

—
   

(2,540)
Depreciation and amortization

 

(32,383) (5,027) (7,086) (d)
 

(44,086)
 

     

410
 

(e)
   

       



Earnings from unconsolidated affiliates 10,029 — — 10,029
Total operating costs and expenses and other

 

(112,213) (22,808) (4,262)
  

(139,283)
Operating income

 

52,711
 

17,873
 

(4,262)
  

66,322
 

Other expenses:
           

Interest expense
 

(7,787) —
 

(9,989) (L)
 

(17,776)
Loss on early retirement of debt

 

—
 

—
 

—
   

—
 

Amortization of deferred financing costs
 

(818) —
 

(812) (L)
 

(1,630)
Total other expenses

 

(8,605) —
 

(10,801)
  

(19,406)
Other income:

           

Other income
 

—
 

33
 

—
   

33
 

Total other income
 

—
 

33
 

—
   

33
 

Net earnings
 

44,106
 

17,906
 

(15,063)
  

46,949
 

Less—earnings allocable to general partner interest
including incentive distribution rights

 

(9,340) —
 

—
   

(9,340)
Net earnings allocable to limited partners

 

$ 34,766
 

$ 17,906
 

$ (15,063)
  

$ 37,609
 

Basic weighted average units
 

16,210
 

—
 

—
   

16,210
 

Diluted weighted average units
 

16,229
 

—
 

—
   

16,229
 

Net earnings per limited partner unit—basic
 

$ 2.14
 

$ —
 

$ —
   

$ 2.32
 

Net earnings per limited partner unit—diluted
 

$ 2.14
 

$ —
 

$ —
   

$ 2.32
 

 
See accompanying notes to the Unaudited Pro Forma Combined Financial information

 

 
NOTES TO THE UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

 
Note 1 — Basis of Presentation
 

The accompanying unaudited pro forma combined balance sheet and statements of operations are based on the historical audited statements of operations
of the Partnership and the West Coast Terminals for the year ended December 31, 2016 and the historical unaudited balance sheets and statements of
operations of the Partnership and West Coast Terminals as of and for the nine months ended September 30, 2017. The unaudited pro forma combined balance
sheet presents the impact of the Transactions as if it they had occurred on September 30, 2017. The unaudited pro forma combined statements of operations
for the nine months ended September 30, 2017 and year ended December 31, 2016 present the impact of the Transactions as if they occurred on January 1,
2016.
 

The unaudited pro forma combined financial statements have been prepared using the acquisition method of accounting.  As the acquirer for accounting
purposes, the Partnership has estimated the fair value of West Coast Terminals’ assets acquired and liabilities assumed and conformed the accounting policies
of West Coast Terminals to its own accounting policies. The initial accounting for the West Coast Acquisition is not complete because the evaluation
necessary to assess the fair values of certain net assets acquired is still in process. Accordingly, the pro forma purchase price adjustments are preliminary,
subject to future adjustments.  Differences between these preliminary estimates and the final acquisition accounting may occur and these differences could
have a material impact on the accompanying pro forma financial statements and the Partnership’s future results of operations and financial position.
 

The unaudited pro forma combined financial statements do not necessarily reflect what the combined company’s financial condition or results of
operations would have been had the Transactions occurred on the dates indicated.  They also may not be useful in predicting the future financial condition and
results of operations of the combined company.  The actual financial position and results of operations may differ significantly from the pro forma amounts
reflected herein due to a variety of factors.
 
Note 2 — Preliminary purchase price allocation
 

The Partnership has performed a preliminary valuation analysis of the fair market value of the West Coast Terminals’ assets and liabilities purchased.  
The following table summarizes the allocation of the preliminary purchase price as of the acquisition date (in thousands):
 

  

Preliminary Purchase Price
Allocation

 

  
(000’s)

 

Other current assets
 

1,037
 

Property, plant and equipment, net
 

257,878
 

Goodwill
 

14,452
 

Intangible assets, net
 

3,613
 

Total assets acquired
 

276,980
 

Environmental Liability
 

220
 

Total Liabilities assumed
 

220
 

Total cash consideration
 

276,760
 

 
This preliminary purchase price allocation has been used to prepare pro forma adjustments in the pro forma balance sheet and statement of operations.  

The final purchase price allocation will be determined when the Partnership has completed the detailed
 

 
valuations and necessary calculations.  The final allocation could differ materially from the preliminary allocation used in the pro forma adjustments.  The
final allocation may include (1) changes in fair values of property, plant and equipment, (2) changes in allocations to intangible assets such as customer
relationships and (3) changes to goodwill or other assets and liabilities.
 



Note 3 — Pro forma adjustments
 

The pro forma adjustments are based on our preliminary estimates and assumptions that are subject to change.  The following adjustments have been
reflected in the unaudited pro forma combined financial statements:
 

(a)         Amounts were derived from the audited consolidated financial statements included in the Annual Report, which was filed with the Securities
and Exchange Commission (“SEC”) on March 14, 2017.  Interim amounts were derived from the Quarterly Report, which was filed with the
SEC on November 8, 2017.

 
(b)         Amounts were derived from the audited combined financial statements of the West Coast Terminals for the year ended December 31, 2016 and

the unaudited combined financial statements as of and for the nine months ended September 30, 2017, which are included as Exhibit 99.1 to this
Current Report on Form 8-K/A.

 
(c)          Reflects the adjustment to fair value of other current assets as of September 30, 2017.  These assets include additive detergent and prepaid lease

and permit fees.
 

(d)         Reflects the adjustment of $30.7 million to increase the basis in the acquired net property, plant and equipment to estimated fair value of $257.9
million.  The estimated useful lives range from five to twenty-five years and have been conformed to the Partnership useful lives.   The fair
value and useful life calculations are preliminary and subject to change after the Partnership finalizes its review of the specific types, nature,
age, condition and location of the West Coast Terminals property, plant and equipment.  Estimated depreciation expense presented below is
higher than historical depreciation expense because the Partnership uses shorter depreciable lives and the increase in basis as compared to those
presented in the West Coast Terminal Facilities historical financial statements.  The following table summarizes the changes in the estimated
depreciation expense (in thousands):

 

  

Year ended
December 31, 2016

 

Nine Months ended
September 30, 2017

 

Estimated depreciation expense
 

11,522
 

8,641
 

Historical depreciation expense
 

(4,436) (3,361)
Pro forma adjustment to depreciation expense

 

$ 7,086
 

$ 5,281
 

 
(e)          Reflects the adjustment of historical intangible assets acquired by the Partnership to their estimated fair values of $3.6 million.   As part of the

preliminary valuation analysis, the Partnership identified intangible assets including customer relationships.   Since all information required to
perform a detailed valuation analysis of the West Coast Terminals intangible assets could not be obtained as the date of this filing, for purposes
of these unaudited pro forma combined financial statements, the Partnership used the percentage allocated between goodwill and intangible
assets and the useful life used on a recent transaction performed for the owner of the general partner of the Partnership. These preliminary
estimates of fair value and estimated useful lives will likely differ from final amounts the Partnership will calculate after completing a detailed
valuation analysis.

 

 
The following table summarizes the estimated fair values of the West Coast Terminals identifiable intangible assets and their estimated useful
lives (in thousands):

 

  

Estimated Fair
Value

 

Estimated
Useful
Life in
Years

 

Year ended
December 31,

2016
Amortization

Expense
 

Nine Months
ended September

30, 2017
Amortization

Expense
 

Customer Relationships
 

3,613
 

20
 

181
 

135
 

Historical amortization expense
     

(591) (443)
Pro forma adjustment to amortization

expense
     

$ (401) $ (308)
 

(f)           Reflects the adjustment to record goodwill associated with the acquisition of $14.5 million as shown in Note 2.
 

(g)          Reflects an increase of $278.8 million to borrowings under our revolving credit facility and $1.3 million the incremental deferred debt issuance
costs to finance the acquisition.

 
(h)         Represents the estimated adjustment to increase the assumed environmental obligation to a fair value of approximately $220,000, a $200,000

increase from the carrying value.
 

(i)             The Partnership did not purchase the working capital of the West Coast Terminals so the historical West Coast Terminals balances related to
working capital were removed.

 
(j)            Represents the elimination of the historical equity and the net working capital of the West Coast Terminals and the transactions costs incurred

after the pro forma balance sheet date in connection with the Acquisition, including legal and other fees, that are not capitalizable as part of the
Acquisition. These costs are not reflected in the historical September 30, 2017 balance sheets of the Partnership and the West Coast Terminals,
but are reflected in the unaudited pro forma balance sheet as an increase to liabilities and a reduction of equity as they will be expensed by the
Partnership as incurred. These amounts have not been reflected in the pro forma combined statement of operations due to their nonrecurring
nature. Amounts are as follows (in thousands):

 

  

As of September
30, 2017

 

Historical shareholder’s equity as of September 30, 2017
 

(231,631)
Less: removal of net working capital

 

(691)
Less: transactions costs paid in connection with the acquisition post pro forma balance

sheet date
 

(448)
 



Pro forma adjustment to convertible preferred equity $ (232,770)
 

(k)         Reflects an adjustment to remove the related party transactions with Plains included in the historical financial statements of the West Coast
Terminals.   These transactions will not have a continuing impact and for that reason are excluded

 

 
from the pro forma statements of operations.  The functions primarily relate to finance and accounting, legal, information technology, human
resources communications, commercial/marketing services, terminal operations, engineering, environmental, regulatory compliance, health and
safety.  The amounts adjusted for the year ended December 31, 2016 include $393,000 of operating expenses and $2.0 million of general and
administrative expenses.  The amounts adjusted for the nine months ended September 30, 2017 include $285,000 of operating expenses and $1.6
million of general and administrative expenses.

 
(l)             Represents the amortization of the incremental deferred issuance costs of $1.3 million related to increasing the size of our revolving credit

facility from $600 million to $850 million as of September 30, 2017 and the amortization of the new deferred debt issuance costs associated
with the increase of the credit facility from $400 million to $600 million in commitments to help finance the transaction as of January 1, 2016.
  Interest expense on the borrowings to fund the Acquisition was calculated using 3.57% which represents the one month LIBOR as of
December 29, 2017 plus 2% spread.  Assuming market rate interest increases or decreases by 1/8%, the potential annual increase or decrease in
interest expense is approximately $1.2 million for the year ended December 31, 2016 and $0.9 million for the nine months ended September 30,
2017.  Interest expense increased for the year ended December 31, 2016 and the nine months ended September 30, 2017, as follows (in
thousands):

 

  

Nine months ended
September 30, 2017

 

Year ended
December 31, 2016

 

Incremental interest expense on the increase in credit facility borrowings
 

7,491
 

9,889
 

Amortization of new debt issuance costs
 

237
 

812
 

 
(m)     Reflects the reclassification of $170,000 and $3,000 of purchases and related costs to direct operating costs and expenses for the year ended

December 31, 2016 and the nine months ended September 30, 2017, respectively, to conform to the Partnership’s classification.
 


