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We will amend and complete the information in this prospectus supplement. This preliminary
prospectus supplement and the prospectus are part of an effective registration statement filed
with the Securities and Exchange Commission. This preliminary prospectus supplement and the
prospectus are not offers to sell these securities nor solicitations to buy these securities in any
jurisdiction where the offer or sale is not permitted.

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-117023
SUBJECT TO COMPLETION, DATED JANUARY 5, 2006
PROSPECTUS SUPPLEMENT
(To Prospectus dated July 19, 2004)
3,000,000 Common Units
Representing Limited Partner Interests
$ Per Common Unit

We are selling 3,000,000 common units representing limited partner interests. We have granted the underwriters
an option to purchase up to 450,000 additional common units to cover over-allotments.
Our common units are quoted on the Nasdaq National Market under the symbol MMLP. The last reported sale
price of our common units on the Nasdaq National Market on January 4, 2006 was $30.25 per common unit.

Investing in our common units involves risks. See Risk Factors beginning on page S-13 of this prospectus
supplement and page 2 of the accompanying prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is truthful
or complete. Any representation to the contrary is a criminal offense.

Per Common Unit Total
Public Offering Price $ $
Underwriting Discount $ $
Proceeds to Martin Midstream Partners L.P. (before expenses) $ $
The underwriters expect to deliver the common units to purchasers on or about , 2006.

Sole Book-Running Manager
Citigroup

Raymond James RBC Capital Markets A.G. Edwards

KeyBanc Capital Markets
, 2006
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You should rely only on the information contained or incorporated by reference in this prospectus
supplement or the accompanying prospectus. We have not, and the underwriters have not, authorized any
other person to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not, and the underwriters are not, making an offer to sell these
securities in any jurisdiction where an offer or sale is not permitted. You should not assume that the
information appearing in this prospectus supplement or the accompanying prospectus is accurate as of any
date other than the date on the front cover of this prospectus supplement. Our business, financial condition,
results of operations and prospects may have changed since that date.
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FORWARD-LOOKING STATEMENTS

Statements included in this prospectus supplement or the accompanying prospectus that are not historical facts
(including any statements concerning plans and objectives of management for future operations or economic
performance, or assumptions or forecasts related thereto), are forward-looking statements. These statements can be
identified by the use of forward-looking terminology including forecast, may, believe, will, expect, anticipate,

estimate, continue or other similar words. These statements discuss future expectations, contain projections of results
of operations or of financial condition or state other forward-looking information. We and our representatives may
from time to time make other oral or written statements that are also forward-looking statements.

These forward-looking statements are made based upon management s current plans, expectations, estimates,
assumptions and beliefs concerning future events impacting us and therefore involve a number of risks and
uncertainties. We caution that forward-looking statements are not guarantees and that actual results could differ
materially from those expressed or implied in the forward-looking statements.

Because these forward-looking statements involve risks and uncertainties, actual results could differ materially
from those expressed or implied by these forward-looking statements for a number of important reasons, including
those discussed under Risk Factors and elsewhere in this prospectus supplement or the accompanying prospectus.

ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the specific
terms of this offering and certain other matters relating to us. The second part, the accompanying prospectus, gives
more general information about securities we may offer from time to time, some of which does not apply to this
offering. If the information in this prospectus supplement differs from the information in the accompanying
prospectus, the information in this prospectus supplement supersedes the information in the accompanying prospectus.

Martin Midstream Partners L.P. is the issuer of securities in this offering. References in this prospectus
supplement to Martin Midstream Partners L.P., we, ours, us or like terms when used in the present tense or
prospectively or for historical periods since November 2002 refer to Martin Midstream Partners L.P. and its
consolidated subsidiaries. References to Martin Midstream Partners Predecessor, we, ours, us or like terms when u:
in a historical context for periods prior to November 2002 refer to the assets, liabilities and operations of Martin
Resource Management s businesses that were contributed to us in connection with the closing of our initial public
offering in November 2002. References in this prospectus supplement to Martin Resource Management refer to
Martin Resource Management Corporation and its direct and indirect consolidated subsidiaries. References in this
prospectus supplement to CF Martin Sulphur refer to CF Martin Sulphur, L.P., in which we acquired all of the
remaining interests not previously owned by us on July 15, 2005. References in this prospectus supplement to Prism
Gas refer to Prism Gas Systems I, L.P., which we acquired on November 10, 2005. For the reasons stated elsewhere
herein, we refer to the term EBITDA. EBITDA is a non-GAAP financial measure, which is explained in greater detail
below under Summary Summary Historical and Pro Forma Financial Data Non-GAAP Financial Measure. In this
prospectus supplement, we refer to liquefied petroleum gas as LPG, barrels per day as bpd, natural gas liquid as NGL,
a British thermal unit as a btu and millions of cubic feet per day as MMcfd.

S-ii
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SUMMARY

This summary highlights information contained elsewhere in this prospectus supplement and the accompanying
prospectus. You should read the entire prospectus supplement, the accompanying prospectus, the information
incorporated by reference and the other information to which we refer for a more complete understanding of this
offering. The information presented in this prospectus supplement assumes that the underwriters option to purchase
additional common units is not exercised. Financial information, other than pro forma financial information,
presented in this prospectus supplement and the accompanying prospectus does not include financial results from any
acquisition prior to its closing date. Pro forma financial information presented in this prospectus supplement gives
pro forma effect to the acquisitions of Prism Gas and CF Martin Sulphur, assuming that such acquisitions occurred
on January 1, 2004, the related borrowings under our credit facility and this offering. For a more detailed description
of the pro forma adjustments and the assumptions used in preparing the pro forma financial information, you should
read the pro forma financial statements and the accompanying notes included elsewhere in this prospectus
supplement. You should read Risk Factors beginning on page S-13 of this prospectus supplement and on page 2 of
the accompanying prospectus for information about important factors you should consider before buying our common
units.

Martin Midstream Partners L.P.

We are a publicly traded limited partnership with a diverse set of operations focused primarily in the United States

Gulf Coast region. Our five primary business lines include:
Terminalling and storage services for petroleum products and by-products

Natural gas gathering, processing and LPG distribution
Marine transportation services for petroleum products and by-products
Sulfur gathering, processing and distribution

Fertilizer manufacturing and distribution

The petroleum products and by-products we collect, transport, store and distribute are produced primarily by
major and independent oil and gas companies who often turn to third parties, such as us, for the transportation and
disposition of these products. In addition to these major and independent oil and gas companies, our primary
customers include independent refiners, large chemical companies, fertilizer manufacturers and other wholesale
purchasers of these products. We operate primarily in the Gulf Coast region of the United States, which is a major hub
for petroleum refining, natural gas gathering and processing and support services for the exploration and production
industry.

On November 10, 2005, we acquired Prism Gas, a natural gas gathering and processing company with operations
in East Texas, Northwest Louisiana and the Texas Gulf Coast, for approximately $97.4 million. The operations of
Prism Gas are focused in areas that continue to experience high levels of drilling activity and natural gas production.
Through acquisitions and internal growth projects, Prism Gas has increased its total average daily gathering and
processing system volume from 145 MMcfd in 2002 to 210 MMcfd in 2004. For the nine months ended
September 30, 2005, Prism Gas had total average daily gathering and processing system volume of 220 MMcfd. Prism
Gas net income before taxes increased from $(0.5) million in 2002 to $4.9 million in 2004. For the nine months ended
September 30, 2005, Prism Gas had net income before taxes of $3.4 million.

Primary Business Segments

Our primary business segments can be generally described as follows:

Terminalling and Storage. We own or operate 16 marine terminal facilities and two inland terminal facilities
located in the United States Gulf Coast region that provide storage and handling services for producers and
suppliers of petroleum products and by-products, lubricants and other

S-1
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liquids. We also provide land rental to oil and gas companies along with storage and handling services for
lubricants and fuel oil.

Natural Gas Gathering, Processing and LPG Distribution. Through our acquisition of Prism Gas, we have
ownership interests in over 330 miles of natural gas gathering pipelines located in the natural gas producing
regions of East Texas, Northwest Louisiana and the Texas Gulf Coast and in offshore Texas and federal waters in
the Gulf of Mexico as well as a 150 MMcfd capacity processing plant located in East Texas. In addition to our
newly acquired natural gas gathering and processing business, we distribute LPGs. We purchase LPGs primarily
from oil refiners and natural gas processors. We store LPGs in our supply and storage facilities for resale to
propane retailers, refineries and industrial LPG users in Texas and the Southeastern United States. We own three
LPG supply and storage facilities with an aggregate above ground storage capacity of approximately 132,000
gallons and we lease approximately 72 million gallons of underground storage capacity for LPGs.

Marine Transportation. We own a fleet of 36 inland marine tank barges, 17 inland pushboats and two offshore
tug barge units that transport petroleum products and by-products primarily in the United States Gulf Coast
region. We provide these transportation services on a fee basis primarily under annual contracts.

Sulfur. We gather, process and distribute sulfur predominately produced by oil refineries primarily located in the
United States Gulf Coast region. We process molten sulfur into prilled, or pelletized, sulfur under fee-based
volume contracts at our facility in Port of Stockton, California. We are currently constructing an additional sulfur
priller at our Neches facility in Beaumont, Texas. In July 2005, we acquired the remaining interests in CF Martin
Sulphur not previously owned by us. CF Martin Sulphur gathers, transports and stores molten sulfur supplied by
oil refineries.

Fertilizer. We own and operate six fertilizer production plants and one emulsified sulfur blending plant that
manufacture primarily sulfur-based fertilizer products for wholesale distributors and industrial users. These plants
are located in Illinois, Texas and Utah.

The following table provides a summary of the revenue and operating income of our business segments, pro forma

for the November 2005 acquisition of Prism Gas and the July 2005 acquisition of CF Martin Sulphur as if they
occurred on January 1, 2004:

Year Ended Nine Months Ended
December 31, 2004 September 30, 2005
Equity in Equity in
Operating Earnings Operating Farnings
of of
Income Unconsolidated Income Unconsolidated
Revenue (loss) Entities Revenue (loss) Entities

(Dollars in thousands)

Terminalling and Storage $ 26,113 $ 6,705 $ $ 23970 $ 6,272 $

Natural Gas Gathering,

Processing and LPG

Distribution(1) 265,676 82 7,112 257,621 2,756 4,896
Marine Transportation(2) 28,991 38 23,323 (846)

Sulfur(2) 63,999 7,027 51,376 5,563

Fertilizer 29,464 2,210 25,793 1,995
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Total Before Indirect

Expenses 414,243 16,062 7,112 382,083 15,740 4,896
Indirect Expenses (2,766) (2,524)
Total $ 414243 $ 13,296 $ 7,112 $ 382,083 $ 13,216 $ 4,896

(1) Through our acquisition of Prism Gas in November 2005, we acquired an unconsolidated 50% interest in each of
the Waskom Gas Processing Company, the owner of the Waskom Processing Plant, Panther Interstate Pipeline
Energy, LLC, the owner of the Fishhook Gathering System, and the
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Matagorda Gathering System. As a result, these interests are accounted for using the equity method of
accounting, and we do not include any portion of their net income in our operating income.

(2) As aresult of our July 2005 acquisition of the remaining interests in CF Martin Sulphur not previously owned by
us, we have reclassified our consolidated financial statements to eliminate previously reported intersegment sales
from our marine transportation segment to our sulfur segment. This elimination reduced marine transportation
revenue and marine transportation operating income by $5.8 million for the year ended December 31, 2004 and
by $4.5 million for the nine months ended September 30, 2005. Correspondingly, our sulfur segment operating
expenses have been reduced, and operating income has been increased, by $5.8 million for the year ended
December 31, 2004 and $4.5 million for the nine months ended September 30, 2005.

Our principal executive offices are located at 4200 Stone Road, Kilgore, Texas 75662, our phone number is

(903) 983-6200, and our web site is www.martinmidstream.com.

Recent Developments

Recent Acquisitions
Prism Gas Acquisition. On November 10, 2005, we acquired Prism Gas. The selling parties in this transaction
were Natural Gas Partners V, L.P. and certain members of the Prism Gas management team. The final purchase price
was approximately $97.4 million (including the assumption of approximately $4.2 million in working capital
obligations, $0.3 million of assumed long-term liabilities and $0.5 million in acquisition expenses), subject to
post-closing reconciliations. The purchase price was funded through a combination of the following:
$62.8 million in revolving and term borrowings under our credit facility;

$5.0 million in a previously funded escrow account;

$15.0 million in new equity capital provided by Martin Resource Management, the owner of our general partner,
in exchange for 460,971 common units;

$9.6 million in seller financing through the issuance of 295,509 common units to certain members of the Prism
Gas management team, most of whom have remained with the acquired business; and

$0.5 million in capital provided by Martin Resource Management to continue its 2% general partnership interest
in us.

We intend to use a portion of the net proceeds from this offering to repay $48.3 million in revolving credit facility
indebtedness incurred in connection with the Prism Gas acquisition.

This acquisition provides us with an attractive opportunity to enter into another significant segment of the
midstream energy industry, the natural gas gathering and processing business. Through its natural gas gathering and
processing operations, Prism Gas facilitates the transportation of natural gas from wells in East Texas, Northern
Louisiana and offshore Texas and federal waters in the Gulf of Mexico to connections with intrastate and interstate
pipelines that transport natural gas to other regions of the United States. The operations of Prism Gas are focused in
areas that continue to experience high levels of drilling activity and increasing natural gas production. Prism Gas has
capitalized on these trends by acquiring and constructing additional gathering lines and interests in the Waskom
Processing Plant, a natural gas processing plant located in East Texas. Through these initiatives, Prism Gas has
increased its natural gas gathering and processing volumes significantly since 2002. We believe the strategically
located Prism Gas assets, combined with our access to capital and our existing infrastructure, will enhance our ability
to offer additional gathering and processing services to customers through internal growth projects including natural
gas processing, fractionation and pipeline expansions as well as new pipeline construction.

Prism Gas has ownership interests in over 330 miles of natural gas gathering pipelines located in the natural gas
producing regions of East Texas, Northwest Louisiana, the Texas Gulf Coast and offshore

S-3
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Texas and federal waters in the Gulf of Mexico as well as a 150 MMcfd capacity natural gas processing plant located
in East Texas. The underlying assets are in two operating areas:
The East Texas area assets consist of the Waskom Processing Plant, the McLeod Gathering System and other
related gathering systems (collectively known as the East Texas Gathering System).

(O) Waskom Processing Plant The Waskom Processing Plant, located in Harrison County in East Texas,
currently has 150 MMcfd of processing capacity with full fractionation facilities. For the nine months ended
September 30, 2005, inlet throughput and NGL fractionation averaged approximately 157 MMcfd and
7,300 bpd, respectively. Prism Gas owns an unconsolidated 50% operating interest in the Waskom
Processing Plant with CenterPoint Energy Gas Processing, Inc. owning the remaining 50% non-operating
interest. We reflect the results of operations from this facility using the equity method of accounting.

(O) McLeod Gathering System The McLeod Gathering System, located in East Texas and Northwest
Louisiana, is a low pressure gathering system connected to the Waskom Processing Plant, providing
processing and blending services for natural gas with high nitrogen and high liquids content gathered by the
system. For the nine months ended September 30, 2005, the McLeod Gathering System gathered
approximately 7 MMcfd of natural gas. Prism Gas owns a consolidated 100% interest in this system.

(O) East Texas Gathering Systems The East Texas Gathering Systems, located in Panola and Harrison
Counties, Texas, are gathering systems built to deliver gas produced in these areas to market outlets. Prism
Gas owns a consolidated 100% interest in this system.

The Gulf Coast area assets consist of the Fishhook Gathering System and the Matagorda Gathering System
located offshore and onshore in the Texas Gulf Coast.

(O) Fishhook Gathering System The Fishhook Gathering System, located in Jefferson County, Texas and
offshore federal waters, gathers and transports gas in both offshore and onshore areas. For the nine months
ended September 30, 2005, the Fishhook Pipeline gathered and transported approximately 37 MMcfd of
natural gas. Prism Gas owns an unconsolidated 50% non-operating interest in Panther Interstate Pipeline
Energy, LLC, the owner of the Fishhook Gathering System, with Panther Pipeline Ltd owning the
remaining 50% operating interest. We reflect the results of operations from this system using the equity
method of accounting.

(O) Matagorda Gathering System The Matagorda Gathering System, located in Matagorda County, Texas and
offshore Texas state waters, gathers gas in both the offshore and onshore areas. For the nine months ended
September 30, 2005, the Matagorda Gathering System gathered approximately 16 MMcfd of natural gas.
Prism Gas owns an unconsolidated 50% non-operating interest in the Matagorda Gathering System, with
Panther Pipeline Ltd owning the remaining 50% operating interest. We reflect the results of operations from
this system using the equity method of accounting.

Prism Gas gathering and processing revenues are earned under various contractual arrangements with gas
producers. Gathering revenues are generated through a combination of fee for service and percent-of-proceeds
(POP) contracts. Processing revenues are generated primarily through contracts which provide for processing on a
percent-of-liquids (POL) and a POP basis. As of December 31, 2005, Prism Gas had hedged approximately 63% of its
commodity risk by volume for 2006. We anticipate entering into additional hedges in 2006 and beyond to further
reduce our exposure to commodity price movements, although there can be no assurance that we will enter into any
new hedging arrangements or that the terms thereof will be similar to our existing arrangements. Please read

Management s Discussion and Analysis of Financial Condition and Results of Operations Quantitative and Qualitative

Disclosures About Market Risk Commodity Price Risk for additional information concerning these hedging
arrangements.

S-4
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A&A Fertilizer. On December 13, 2005, we acquired the operating assets of A&A Fertilizer from an unrelated
third party for $6.0 million. We use these assets, which are located in Beaumont, Texas, to manufacture fertilizer
products, and these assets are included in our fertilizer segment. We intend to use a portion of the net proceeds from
this offering to repay $6.0 million borrowed under our revolving credit facility to complete this acquisition.

CF Martin Sulphur Acquisition. On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not
previously owned by us from CF Industries, Inc. and certain subsidiaries of Martin Resource Management for
$18.9 million. In connection with the acquisition, we assumed $11.5 million in debt, of which we promptly repaid
$2.1 million. We intend to use a portion of the net proceeds from this offering to repay the remaining assumed
indebtedness and the related pre-payment premium. Prior to this transaction, we owned an unconsolidated
non-controlling 49.5% limited partnership interest in CF Martin Sulphur, which was accounted for using the equity
method of accounting. Subsequent to the acquisition, CF Martin Sulphur is consolidated within our sulfur segment.
CF Martin aggregates, transports, stores and distributes molten sulfur supplied primarily by oil refineries.

Bay Sulfur Asset Acquisition. On April 20, 2005, we acquired the operating assets and sulfur inventories of Bay
Sulfur Company located at the Port of Stockton, California for $5.9 million. We use the assets acquired to process
molten sulfur into pellets. These assets are included in our sulfur segment.

LPG Pipeline Purchase. On January 3, 2005, we acquired an LPG pipeline located in East Texas from an
unrelated third party for $3.8 million. We use the pipeline, which spans approximately 200 miles, from Kilgore to
Beaumont, Texas, to transport LPGs for third parties and our own account. These assets are included in our natural
gas processing, gathering and LPG distribution segment.

Other Developments

New Credit Facility. In connection with the Prism Gas acquisition, we entered into a $225.0 million multi-bank
credit facility. The credit facility is comprised of a $130.0 million term loan facility and a $95.0 million revolving
credit facility. The revolving credit facility is used for ongoing working capital needs and general partnership purposes
and to finance permitted investments, acquisitions and capital expenditures. On November 10, 2005, we borrowed
$130.0 million under the term loan facility and $52.2 million under the revolving credit facility to repay preexisting
indebtedness under our prior credit facility and to fund a portion of the purchase price paid in the Prism Gas
acquisition as described above. On December 13, 2005, we borrowed $6.0 million under the revolving credit facility
to fund the purchase price paid in the A&A Fertilizer acquisition as described above. We intend to use a portion of the
net proceeds from this offering to repay $54.3 million in revolving credit facility indebtedness incurred in connection
with the Prism Gas and the A&A Fertilizer acquisitions.

Hurricanes. During the third quarter of 2005, several of our facilities in the United States Gulf Coast region were
in the path of Hurricanes Katrina and Rita. We experienced damage to minor buildings and tanks at our Sabine Pass,
Venice, Intracoastal City, Port Fourchon, Galveston, Cameron West, Neches and Stanolind facilities, which resulted
in an accrual of a non-cash impairment charge of $1.2 million equal to the net-book value of the damaged assets and a
corresponding receivable for the expected recovery under our applicable insurance polices. We also recognized a loss
of $0.6 million during the third quarter of 2005 equal to the applicable deductible under these insurance policies. The
damage from the hurricanes did not have a material impact on our business.

Increased Quarterly Distribution. We declared a quarterly cash distribution for the fourth quarter of 2005 of
$0.61 per common and subordinated unit on January 5, 2006, reflecting an increase of $0.04 per unit over the
quarterly distribution paid in respect of the third quarter of 2005. The distribution represents our third distribution
increase since the distribution paid in respect of the fourth quarter of 2004. The new distribution represents a 14%
increase when compared to the distribution paid in respect of the fourth quarter of 2004.

S-5
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Conversion of Subordinated Units. On November 14, 2005, 850,672 of our 4,253,362 outstanding subordinated
units owned by Martin Resource Management, the owner of our general partner, converted into common units on a
one-for-one basis following our quarterly cash distribution on such date. Additional conversions of our outstanding
subordinated units may occur in the future provided that certain distribution thresholds contained in our partnership
agreement are met by us.

Business Strategy
The key components of our business strategy are to:

Pursue Strategic Acquisitions. We monitor the marketplace to identify and pursue accretive acquisitions that
expand the services and products we offer or that expand our geographic presence. After acquiring other
businesses, we will attempt to utilize our industry knowledge, network of customers and suppliers and strategic
asset base to operate the acquired businesses more efficiently and competitively, thereby increasing revenues and
cash flow. We believe that our diversified base of operations provides multiple platforms for strategic growth
through acquisitions.

Pursue Organic Growth Projects. We continually evaluate economically attractive organic expansion
opportunities in new or existing areas of operation that will allow us to leverage our existing market position,
increase the distributable cash flow from our existing assets through improved utilization and efficiency, and
leverage our existing customer base.

Pursue Organic Growth by Attracting New Customers and Expanding Services Provided to Existing Customers.
We seek to identify and pursue opportunities to expand our customer base across all of our business segments.
We generally begin a relationship with a customer by transporting or marketing a limited range of products and
services. We believe expanding our customer base and our service and product offerings to existing customers is
the most efficient and cost effective method of achieving organic growth in revenues and cash flow. We believe
significant opportunities exist to expand our customer base and provide additional services and products to
existing customers.

Expand Geographically. We work to identify and assess other attractive geographic markets for our services and
products based on the market dynamics and the cost associated with penetration of such markets. We typically
enter a new market through an acquisition or by securing at least one major customer or supplier and then
dedicating or purchasing assets for operation in the new market. Once in a new territory, we seek to expand our
operations within this new territory both by targeting new customers and by selling additional services and
products to our original customers in the territory.

Pursue Strategic Alliances. Many of our larger customers are establishing strategic alliances with midstream
service providers such as us to address logistical and transportation problems or achieve operational synergies.
These strategic alliances are typically structured differently than our regular commercial relationships, with the
goal that such alliances would expand our business relationships with our customers and suppliers. We intend to
pursue strategic alliances with customers in the future.
Competitive Strengths

We believe we are well positioned to execute our business strategy because of the following competitive strengths:
Asset Base and Integrated Distribution Network. We operate a diversified asset base that, together with the
services provided by Martin Resource Management, enables us to offer our customers an integrated distribution
network consisting of transportation, terminalling and midstream logistical services while minimizing our
dependence on the availability and pricing of services provided by third parties. Our integrated distribution
network enables us to provide customers a complementary
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portfolio of transportation, terminalling, distribution and other midstream services for petroleum products and
by-products.

Strategically Located Assets. We believe we are one of the largest providers of shore bases and one of the largest
lubricant distributors and marketers in the United States Gulf Coast region. In addition, we are one of the largest
operators of marine service terminals in the United States Gulf Coast region providing broad geographic coverage
and distribution capability of our products and services to our customers. Our natural gas gathering and
processing assets are focused in areas that have continued to experience high levels of drilling activity and natural
gas production.

Specialized Transportation Equipment and Storage Facilities. We have the assets and expertise to handle and
transport certain petroleum products and by-products with unique requirements for transportation and storage,
such as molten sulfur and asphalt. For example, we own facilities and resources to transport molten sulfur and
asphalt, which must be maintained at temperatures between approximately 275 and 350 degrees Fahrenheit to
remain in liquid form. We believe these capabilities help us enhance relationships with our customers by offering
them services to handle their unique product requirements.

Ability to Grow Our Natural Gas Gathering and Processing Services. We believe that, with our recent
acquisition of Prism Gas, we have opportunities for organic growth in our natural gas gathering and processing
operations through increasing fractionation capacity, pipeline expansions, as well as new pipeline construction.

Experienced Management Team and Operational Expertise. Members of our executive management team and the
heads of our principal business lines have, on average, more than 25 years of experience in the industries in
which we operate. Further, these individuals have been employed by Martin Resource Management, on average,
for more than 22 years. Our management team has a successful track record of creating internal growth and
completing acquisitions. We believe our management team s experience and familiarity with our industry and
businesses are important assets that assist us in implementing our business strategies.

Strong Industry Reputation and Established Relationships With Suppliers and Customers. We believe we have
established a reputation in our industry as a reliable and cost-effective supplier of services to our customers and
have a track record of safe, efficient operation of our facilities. Our management has also established long-term
relationships with many of our suppliers and customers. We believe we benefit from our management s reputation
and track record, and from these long-term relationships.

Financial Flexibility. We believe the borrowings available under our credit facility and our ability to issue

additional partnership units provide us with the financial flexibility necessary to enable us to pursue expansion

and acquisition opportunities.

Our Relationship with Martin Resource Management
We were formed by Martin Resource Management, a privately held company whose initial predecessor was

incorporated in 1951. We are and will continue to be closely affiliated with Martin Resource Management, who will
own, upon completion of this offering, an approximate 37.8% limited partnership interest in us, a 2% general
partnership interest in us and all of our incentive distribution rights. Martin Resource Management directs our
business operations through its ownership and control of our general partner. In addition, under the terms of an
omnibus agreement with Martin Resource Management, the employees of Martin Resource Management are
responsible for conducting our business and operating our assets. Martin Resource Management is also an important
supplier and customer of ours. See Management s Discussion and Analysis of Financial Condition and Results of
Operations  Our Relationship with Martin Resource Management.
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Units outstanding after this

offering

Use of proceeds

Timing of next quarterly

distribution

Subordination period

Issuance of additional units

Estimated ratio of taxable
income to distributions

Material tax considerations

Table of Contents

The Offering
3,000,000 common units.

3,450,000 common units if the underwriters exercise their option to purchase
additional common units in full.

Our common units are quoted on the Nasdaq National Market under the symbol
MMLP.

8,829,652 common units and 3,402,690 subordinated units, representing a 70.7%
and 27.3% limited partner interest in us, respectively.

We intend to use a portion of the net proceeds from this offering to repay
approximately $72.2 million of indebtedness and to fund approximately

$15.8 million in pending acquisitions and expansion capital expenditures. Please
read Use of Proceeds.

The first distribution paid to purchasers of the units offered by this prospectus

supplement was declared on January 5, 2006 and will be paid in mid-February
2006. Our current quarterly cash distribution rate is $0.61 per common unit, or
$2.44 per common unit on an annualized basis.

Our partnership agreement provides that our 3,402,690 subordinated units may
periodically convert into common units prior to September 30, 2009 if we meet
certain quarterly financial tests. The subordination period for our subordinated units
will end if we meet the financial tests in our partnership agreement, but it generally
cannot end before September 30, 2009. When the subordination period ends, all
subordinated units will convert into common units on a one-for-one basis, and the
common units will no longer be entitled to arrearages. Please read Cash Distribution
Policy Subordination Period Early Conversion of Subordinated Units in the
accompanying prospectus.

In general, during the subordination period we can issue up to 1,500,000 additional
common units without obtaining unitholder approval. We can also issue an
unlimited number of common units for acquisitions, capital improvements or
repayments of certain debt that increase cash flow from operations per unit on a pro
forma basis and upon conversion of our subordinated units. Please read The
Partnership Agreement Issuance of Additional Securities in the accompanying
prospectus.

We estimate that if you hold the common units you purchase in this offering
through December 31, 2008, you will be allocated, on a cumulative basis, an
amount of federal taxable income for that period that will be approximately 20% or
less of the cash distributed to you with respect to that period. Please read Material
Tax Considerations Tax Consequences of Unit Ownership Ratio of Taxable
Income to Distributions for the basis of this estimate.
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For a discussion of other material federal income tax considerations that may be
relevant to prospective unitholders who are individual citizens or residents of the
United States, please read Material Tax Considerations.
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Summary Historical and Pro Forma Financial Data

The following table shows summary historical and pro forma financial data for Martin Midstream Partners
Predecessor and Martin Midstream Partners L.P. for the periods and as of the dates indicated. Martin Midstream
Partners Predecessor is the term used to describe certain assets, liabilities and operations owned by Martin Resource
Management that were transferred to us upon completion of our initial public offering in November 2002. The table
should also be read together with Management s Discussion and Analysis of Financial Condition and Results of
Operations.

The summary historical financial data as of and for the periods presented below is derived from the audited or
unaudited combined or consolidated statements of either Martin Midstream Partners Predecessor or Martin Midstream
Partners included in our filings with the Securities and Exchange Commission, or SEC , which are incorporated by
reference herein.

The summary pro forma financial data is derived from the unaudited pro forma financial statements included
elsewhere in this prospectus supplement. For income statement items, the summary pro forma financial data assumes
that the Prism Gas acquisition, the CF Martin Sulphur acquisition and the related borrowings under our credit facility
occurred on January 1, 2004. For balance sheet items, the summary pro forma financial data assumes that this offering
occurred on September 30, 2005. For a description of all of the assumptions used in preparing the summary pro forma
financial data, you should read the notes to the pro forma financial statements included elsewhere in this prospectus
supplement. The pro forma financial data should not be considered as indicative of the historical results we would
have had or the future results that we will have after the offering.

Prior to July 15, 2005, we owned an unconsolidated non-controlling 49.5% limited partner interest in CF Martin
Sulphur. We accounted for this interest in CF Martin Sulphur using the equity method of accounting. As a result, we
did not include any portion of the net income attributable to CF Martin Sulphur in our operating income or in the
operating income of any of our segments. Rather, we included only our share of its net income in our statement of
operations. On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not previously owned by us
from CF Industries, Inc. and certain affiliates of Martin Resource Management. Subsequent to the acquisition, CF
Martin Sulphur is included in the consolidated financial presentation of our sulfur segment.

In connection with our acquisition of Prism Gas, we acquired an unconsolidated 50% interest in each of the
Waskom Gas Processing Company, the owner of the Waskom Processing Plant, and the Matagorda Gathering System.
We also acquired a 50% interest in Panther Interstate Pipeline Energy LLC, the owner of the Fishhook Gathering
System. As a result, these interests are accounted for using the equity method of accounting and we do not include any
portion of their net income in our operating income.

S-10
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The following table also shows our EBITDA which is described below under

Martin
Midstream
Predecessor
Period
From
Period November 6,
From
January 1, 2002
2002
Through Through

November I)ecember 31,

2002 2002

Income
Statement
Data:

Revenues

Cost of products
sold

Operating
expenses
Selling, general,
and
administrative
expenses
Depreciation and
amortization

$ 116,160 $ 33,746

84,442 26,504

17,389 3,189

4,662 656

3,741 747
Total costs and
expenses

Other Operating

income

110,234 31,096

Operating
income

Equity in
earnings (losses)
of
unconsolidated
entities

Interest expense
Other, net

5,926 2,650

2,565 599
(3,283) (345)
42 5
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Non-GAAP Financial Measure.

Martin Midstream Partners

Pro Forma As

Adjusted
Years Ended Nine Months Ended Nine
Months
Year
December 31, September 30, Ended Ended
December 3$¢ptember 30,
2003 2004 2004 2005 2004 2005
(Unaudited)
(In thousands)
$192,731 $294,144 $202,511 $293,816 $414,243 $ 382,083
150,892 229,976 156,892 232,141 331,245 308,622
21,590 34,475 24,995 32,778 46,297 39,953
4,986 6,198 4,672 5,420 10,482 9,041
4,765 8,766 6,276 8,672 12,923 11,251
182,233 279,415 192,835 279,011 400,947 368,867
589
11,087 14,729 9,676 14,805 13,296 13,216
2,801 912 532 222 7,112 4,896
(2,001) (3,326) (2,338) (3,834) (7,204) (6,327)
94 11 52 127 237 108
22



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 424B5

Income before
income taxes 5,250 2,909 11,981 12,326 7,922 11,320 13,441 11,893
Income taxes 1,959

Net income $ 3291 $§ 2909 $ 11981 §$ 12326 $§ 7,922 $ 11,320 $ 13,441 $ 11,893

Balance Sheet
Data
(at Period
End):
Total assets $ 100,455 $139,685 $188,332 $175,594 $ 255,234 $ 407,315
Due to affiliates 560 429 210 1,216 6,960
Long-term debt
(including
current portion) 35,000 67,000 73,000 69,000 121,004 139,104
Owner s equity
(partners capital) 47,106 45,892 75,534 75,671 72,843 185,978
Cash Flow
Data:
Net cash flow
provided by
(used in):
Operating
activities $ 316 $ 4,824 $ 10,273 $ 12812 $ 7,889 $ 24,276
Investing
activities (1,962) (2,116)  (27,621) (34,322) (31,789) (46,445)
Financing
activities 6,897 (6,287) 17,884 22,424 23,857 22,101
Other Financial
Data:
Maintenance
capital
expenditures(1) $ 394 $ 157 $ 2773 $ 5,182 $ 539 $ 3,179
Expansion
capital
expenditures(1) 1,909 2,850 29,159 30,234 30,019 33,142

Total capital
expenditures  $ 2,303 $ 3,007 $ 31,932 §$§ 35416 $ 35415 $ 36,321

EBITDA(2)(3) $ 12274 $ 4,001 $ 18,747 § 24418 §$ 16,536 $ 23,826 §$ 33,568 §$ 29471

(1) Maintenance capital expenditures represent capital expenditures to replace partially or fully depreciated assets in
order to maintain the existing operating capacity of our assets and extend their useful lives. Expansion capital
expenditures represent capital expenditures to expand the existing operating capacity of our assets, whether
through construction or acquisition. Repair and maintenance expenditures associated with existing assets that are
minor in nature and do not extend the useful life of existing assets are treated as operating expenses as incurred.

(2) See Non-GAAP Financial Measure below.
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(3) For the nine months ended September 30, 2005, pro forma as adjusted EBITDA includes an approximately
$0.9 million charge in connection with the settlement of an outstanding Prism Gas lawsuit.
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Non-GAAP Financial Measure
We define EBITDA as net income plus interest expense, income taxes and depreciation and amortization expense.
We use EBITDA as a supplemental financial measure to assess:
the ability of our assets to generate cash sufficient for us to pay interest costs and to make cash distributions to
our unitholders;

the financial performance of our assets;

our performance over time and in relation to other companies that own similar assets and that we believe
calculate EBITDA in a manner similar to us; and

in certain situations, the appropriateness of the purchase price of assets or companies we might consider
acquiring.

We also understand that such data is used by investors to assess our historical ability to service our indebtedness
and make cash distributions to unitholders. However, the term EBITDA is not defined under generally accepted
accounting principles and EBITDA is not a measure of operating income or operating performance presented in
accordance with generally accepted accounting principles. When assessing our operating performance, you should not
consider this data in isolation or as a substitute for our net income, cash flow from operating activities or other cash
flow data calculated in accordance with generally accepted accounting principles. In addition, our EBITDA may not
be comparable to EBITDA or similarly titled measures utilized by other companies since such other companies may
not calculate EBITDA in the same manner as we do.

You should note that our EBITDA and our net income through July 14, 2005, included our equity in the earnings
of CF Martin Sulphur, in which we owned an unconsolidated non-controlling 49.5% limited partnership interest.
Under the equity method of accounting, we included in our earnings our proportionate share of CF Martin Sulphur s
income or losses. On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not previously owned
by us. As a result, since that date our consolidated financial results reflect the operations of CF Martin Sulphur. In
connection with our acquisition of Prism Gas, we acquired an unconsolidated 50% interest in each of the Waskom Gas
Processing Company, the owner of the Waskom Processing Plant, and the Matagorda Gathering System. We also
acquired a 50% interest in Panther Interstate Pipeline Energy LLC, the owner of the Fishhook Gathering System. As a
result, these interests are accounted for using the equity method of accounting and we do not include any portion of
their net income in our operating income.

The following table reconciles our historical EBITDA to our historical net income and on a pro forma basis as
described elsewhere herein:

Martin
Midstream
Predecessor Martin Midstream Partners
Period Period Pro Forma As
From From Adjusted
January 1November 6,
Nine Months Nine
2002 2002 Years Ended Ended Months
Through Through December 31, September 30, E‘:ﬁiaerd Ended
NovemberBgcember 31, December 3%¢ptember 30,
2002 2002 2003 2004 2004 2005 2004 2005
(Unaudited)
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$ 3,291

3,741
3,283
1,959

$ 12,274

$ 2,909

747
345

$ 4,001

(In thousands)

$11,981 $12326 $ 7,922

4,765 8,766 6,276
2,001 3,326 2,338

$18,747 $24,418 $16,536

S-12

$ 11,320

8,672
3,834

$ 23,826

$ 13,441

12,923
7,204

$ 33,568

$ 11,893

11,251
6,327

$ 29471
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RISK FACTORS

Limited partner interests are inherently different from the capital stock of a corporation, although many of the
business risks to which we are subject are similar to those that would be faced by a corporation engaged in a business
similar to ours. You should carefully consider the following risk factors together with all of the other information
included in this prospectus supplement and in the accompanying prospectus in evaluating an investment in our
common units. If any of the following risks were actually to occur, our business, financial condition or results of
operations could be materially adversely affected. In that case, we might not be able to pay distributions on our
common units, the trading price of our common units could decline and you could lose all or part of your investment.
Risks Relating to Our Business

Important factors that could cause actual results to differ materially from our expectations include, but are not
limited to, the risks set forth below. The risks described below should not be considered to be comprehensive and
all-inclusive. Additional risks that we do not yet know of or that we currently think are immaterial may also impair
our business operations, financial condition and results of operations. If any events occur that give rise to the
following risks, our business, financial condition, or results of operations could be materially and adversely affected,
and as a result, the trading price of our common units could be materially and adversely impacted. Many of such
factors are beyond our ability to control or predict. Investors are cautioned not to put undue reliance on
forward-looking statements.

We may not have sufficient cash after the establishment of cash reserves and payment of our general partner s

expenses to enable us to pay the minimum quarterly distribution each quarter.

We may not have sufficient available cash each quarter in the future to pay the minimum quarterly distribution on
all our units. Under the terms of our partnership agreement, we must pay our general partner s expenses and set aside
any cash reserve amounts before making a distribution to our unitholders. The amount of cash we can distribute on
our common units principally depends upon the amount of net cash generated from our operations, which will
fluctuate from quarter to quarter based on, among other things:

the costs of acquisitions, if any;

the prices of petroleum products and by-products;

fluctuations in our working capital;

the level of capital expenditures we make;

restrictions contained in our debt instruments and our debt service requirements;
our ability to make working capital borrowings under our credit facility; and

the amount, if any, of cash reserves established by our general partner in its discretion.

You should also be aware that the amount of cash we have available for distribution depends primarily on our cash
flow, including cash flow from working capital borrowings, and not solely on profitability, which will be affected by
non-cash items. In addition, our general partner determines the amount and timing of asset purchases and sales, capital
expenditures, borrowings, issuances of additional partnership securities and the establishment of reserves, each of
which can affect the amount of cash available for distribution to our unitholders. As a result, we may make cash
distributions during periods when we record losses and may not make cash distributions during periods when we
record net income.

Adverse weather conditions, including droughts, hurricanes, tropical storms and other severe weather, could

reduce our results of operations and ability to make distributions to our unitholders.

Our distribution network and operations are primarily concentrated in the Gulf Coast region and along the
Mississippi River inland waterway. Weather in these regions is sometimes severe (including tropical
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storms and hurricanes) and can be a major factor in our day-to-day operations. Our marine transportation operations
can be significantly delayed, impaired or postponed by adverse weather conditions, such as fog in the winter and
spring months, and certain river conditions. Additionally, our terminalling and storage and marine transportation
operations and our assets in the Gulf of Mexico, including our barges, push boats, tugboats and terminals, can be
adversely impacted or damaged by hurricanes, tropical storms, tidal waves or other related events. Demand for our
lubricants and the diesel fuel we throughput in our terminalling segment can be affected if offshore drilling operations
are disrupted by weather in the Gulf of Mexico.

National weather conditions have a substantial impact on the demand for our products. Unusually warm weather
during the winter months can cause a significant decrease in the demand for LPG products, fuel oil and gasoline.
Likewise, extreme weather conditions (either wet or dry) can decrease the demand for fertilizer. For example, an
unusually wet spring can delay planting of seeds, which can leave insufficient time to apply fertilizer at the planting
stage. Conversely, drought conditions can kill or severely stunt the growth of crops, thus eliminating the need to
nurture plants with fertilizer. Any of these or similar conditions could result in a decline in our net income and cash
flow, which would reduce our ability to make distributions to our unitholders.

If we incur material liabilities that are not fully covered by insurance, such as liabilities resulting from
accidents on rivers or at sea, spills, fires or explosions, our results of operations and ability to make
distributions to our unitholders could be adversely affected.

Our operations are subject to the operating hazards and risks incidental to terminalling and storage, marine
transportation and the distribution of petroleum products and by-products and other industrial products. These hazards
and risks, many of which are beyond our control, include:

accidents on rivers or at sea and other hazards that could result in releases, spills and other environmental
damages, personal injuries, loss of life and suspension of operations;

leakage of LPGs and other petroleum products and by-products;
fires and explosions;

damage to transportation, terminalling and storage facilities, and surrounding properties caused by natural
disasters; and

terrorist attacks or sabotage.

Our insurance coverage may not be adequate to protect us from all material expenses related to potential future
claims for personal injury and property damage, including various legal proceedings and litigation resulting from
these hazards and risks. If we incur material liabilities that are not covered by insurance, our operating results, cash
flow and ability to make distributions to our unitholders could be adversely affected.

Changes in the insurance markets attributable to the September 11, 2001 terrorist attacks, and their aftermath, may
make some types of insurance more difficult or expensive for us to obtain. As a result of the September 11 attacks and
the risk of future terrorist attacks, we may be unable to secure the levels and types of insurance we would otherwise
have secured prior to September 11. Moreover, the insurance that may be available to us may be significantly more
expensive than our existing insurance coverage.

The price volatility of petroleum products and by-products can reduce our results of operations and ability to

make distributions to our unitholders.

We purchase petroleum products and by-products such as molten sulfur, sulfur derivatives and LPGs, and sell
these products to wholesale and bulk customers and to other end users. Since the closing of the Tesoro Marine asset
acquisition, we and our affiliates also distribute and market lubricants. We also generate revenues through the
terminalling of certain products for third parties. The price and market value of petroleum products and by-products
can be volatile. Our revenues have been adversely affected by
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this volatility during periods of decreasing prices because of the reduction in the value and resale price of our
inventory. Future price volatility could have an adverse impact on our results of operations, cash flow and ability to
make distributions to our unitholders.

Increasing energy prices could adversely affect our results of operations.

Increasing energy prices could adversely affect our results of operations. Diesel fuel, natural gas, chemicals and
other supplies are recorded in operating expenses. An increase in price of these products would increase our operating
expenses which could adversely affect our results of operations including net income and cash flows. We cannot
assure you that we will be able to pass along increased operating expenses to our customers.

Restrictions in our credit facility may prevent us from making distributions to our unitholders.

The payment of principal and interest on our indebtedness reduces the cash available for distribution to our
unitholders. In addition, we are prohibited by our credit facility from making cash distributions during an event of
default or if the payment of a distribution would cause an event of default thereunder. Our leverage and various
limitations in our credit facility may reduce our ability to incur additional debt, engage in certain transactions and
capitalize on acquisition or other business opportunities that could increase cash flows and distributions to our
unitholders.

If we do not have sufficient capital resources for acquisitions or opportunities for expansion, our growth will be

limited.

We intend to explore acquisition opportunities in order to expand our operations and increase our profitability. We
may finance acquisitions through public and private financing, or we may use our limited partner interests for all or a
portion of the consideration to be paid in acquisitions. Distributions of cash with respect to these equity securities or
limited partner interests may reduce the amount of cash available for distribution to the common units. In addition, in
the event our limited partner interests do not maintain a sufficient valuation, or potential acquisition candidates are
unwilling to accept our limited partner interests as all or part of the consideration, we may be required to use our cash
resources, if available, or rely on other financing arrangements to pursue acquisitions. If we use funds from
operations, other cash resources or increased borrowings for an acquisition, the acquisition could adversely impact our
ability to make our minimum quarterly distributions to our unitholders. Additionally, if we do not have sufficient
capital resources or are not able to obtain financing on terms acceptable to us for acquisitions, our ability to implement
our growth strategies may be adversely impacted.

Our recent and future acquisitions may not be successful, may substantially increase our indebtedness and

contingent liabilities, and may create integration difficulties.

As part of our business strategy, we intend to acquire businesses or assets we believe complement our existing
operations. We may not be able to successfully integrate recent or any future acquisitions, including Prism Gas, into
our existing operations or achieve the desired profitability from such acquisitions. These acquisitions may require
substantial capital expenditures and the incurrence of additional indebtedness. If we make acquisitions, our
capitalization and results of operations may change significantly. Further, any acquisition could result in:

post-closing discovery of material undisclosed liabilities of the acquired business or assets;

the unexpected loss of key employees or customers from the acquired businesses;

difficulties resulting from our integration of the operations, systems and management of the acquired
business; and

an unexpected diversion of our management s attention from other operations.
S-15
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If recent or any future acquisitions are unsuccessful or result in unanticipated events or if we are unable to
successfully integrate acquisitions into our existing operations, such acquisitions could adversely affect our results of
operations, cash flow and ability to make distributions to our unitholders.

Demand for our terminalling and storage services is substantially dependent on the level of offshore oil and gas

exploration, development and production activity.

The level of offshore oil and gas exploration, development and production activity historically has been volatile
and is likely to continue to be so in the future. The level of activity is subject to large fluctuations in response to
relatively minor changes in a variety of factors that are beyond our control, including:

prevailing oil and natural gas prices and expectations about future prices and price volatility;

the cost of offshore exploration for, and production and transportation of, oil and natural gas;
worldwide demand for oil and natural gas;

consolidation of o0il and gas and oil service companies operating offshore;

availability and rate of discovery of new oil and natural gas reserves in offshore areas;

local and international political and economic conditions and policies;

technological advances affecting energy production and consumption;

weather conditions;

environmental regulation; and

the ability of oil and gas companies to generate or otherwise obtain funds for exploration and production.

We expect levels of offshore oil and gas exploration, development and production activity to continue to be
volatile and affect demand for our terminalling and storage services.

Our LPG and fertilizer businesses are seasonal and could cause our revenues to vary.

The demand for LPG and natural gas is highest in the winter. Therefore, revenue from our natural gas gathering,
processing and LPG distribution business is higher in the winter than in other seasons. Our fertilizer business
experiences an increase in demand during the spring, which increases the revenue generated by this business line in
this period compared to other periods. The seasonality of the revenue from these business lines may cause our results
of operations to vary on a quarter to quarter basis and thus could cause our cash available for quarterly distributions to
fluctuate from period to period.

The highly competitive nature of our industry could adversely affect our results of operations and ability to

make distributions to our unitholders.

We operate in a highly competitive marketplace in each of our primary business segments. Most of our
competitors in each segment are larger companies with greater financial and other resources than we possess. We may
lose customers and future business opportunities to our competitors and any such losses could adversely affect our
results of operations and ability to make distributions to our unitholders.

Our business is subject to compliance with environmental laws and regulations that may expose us to

significant costs and liabilities and adversely affect our results of operations and ability to make distributions to

our unitholders.

Our business is subject to federal, state and local environmental laws and regulations governing the discharge of
materials into the environment or otherwise relating to protection of human health, natural resources and the
environment. These laws and regulations may impose numerous obligations that are applicable to our operations, such
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restricting the manner in which we can release materials into the environment; requiring remedial activities or capital
expenditures to mitigate pollution from former of current operations; and imposing substantial liabilities on us for
pollution resulting from our operations. Numerous governmental authorities, such as the U.S. Environmental
Protection Agency and analogous state agencies, have the power to enforce compliance with these laws and
regulations and the permits issued under them, oftentimes requiring difficult and costly actions. Many environmental
laws and regulations can impose joint and several strict liability, and any failure to comply with environmental laws,
regulations and permits may result in the assessment of administrative, civil, and criminal penalties, the imposition of
investigatory and remedial obligations, and, in some circumstances, the issuance of injunctions that can limit or
prohibit our operations. The clear trend in environmental regulation is to place more restrictions and limitations on
activities that may affect the environment, and, thus, any changes in environmental laws and regulations that result in
more stringent and costly waste handling, storage, transport, disposal, or remediation requirements could have a
material adverse effect on our operations and financial position.

The loss or insufficient attention of key personnel could negatively impact our results of operations and ability
to make distributions to our unitholders. Additionally, if neither Ruben Martin nor Scott Martin is the chief
executive officer of our general partner, amounts we owe under our credit facility may become immediately due
and payable.

Our success is largely dependent upon the continued services of members of the senior management team of
Martin Resource Management. Those senior executive officers have significant experience in our businesses and have
developed strong relationships with a broad range of industry participants. The loss of any of these executives could
have a material adverse effect on our relationships with these industry participants, our results of operations and our
ability to make distributions to our unitholders. Additionally, if neither Ruben Martin nor Scott Martin is the chief
executive officer of our general partner, the lender under our credit facility could declare amounts outstanding
thereunder immediately due and payable. If such event occurs, our results of operations and our ability to make
distribution to our unitholders could be negatively impacted.

We do not have employees. We rely solely on officers and employees of Martin Resource Management to operate
and manage our business. Martin Resource Management operates businesses and conducts activities of its own in
which we have no economic interest. There could be competition for the time and effort of the officers and employees
who provide services to our general partner. If these officers and employees do not or cannot devote sufficient
attention to the management and operation of our business, our results of operation and ability to make distributions to
our unitholders may be reduced.

Our loss of significant commercial relationships with Martin Resource Management could adversely impact

our results of operations and ability to make distributions to our unitholders.

Martin Resource Management provides us with various services and products pursuant to various commercial
contracts. The loss of any of these services and products provided by Martin Resource Management could have a
material adverse impact on our results of operations, cash flow and ability to make distributions to our unitholders.
Additionally, we provide terminalling and storage and marine transportation services to Martin Resource Management
to support its businesses under various commercial contracts. The loss of Martin Resource Management as a customer
could have a material adverse impact on our results of operations, cash flow and ability to make distributions to our
unitholders.

Our business would be adversely affected if operations at our transportation, terminalling and distribution

Jacilities experienced significant interruptions. Our business would also be adversely affected if the operations

of our customers and suppliers experienced significant interruptions.

Our operations are dependent upon our terminalling and storage facilities and various means of transportation. We
are also dependent upon the uninterrupted operations of certain facilities owned or operated by our suppliers and
customers. Any significant interruption at these facilities or inability to transport products to or from these facilities or
to or from our customers for any reason would adversely
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affect our results of operations, cash flow and ability to make distributions to our unitholders. Operations at our
facilities and at the facilities owned or operated by our suppliers and customers could be partially or completely shut
down, temporarily or permanently, as the result of any number of circumstances that are not within our control, such
as:

catastrophic events, including hurricanes;
environmental remediations;
labor difficulties; and

disruptions in the supply of our products to our facilities or means of transportation.

Additionally, terrorist attacks and acts of sabotage could target oil and gas production facilities, refineries,
processing plants, terminals and other infrastructure facilities. Any significant interruptions at our facilities, facilities
owned or operated by our suppliers or customers, or in the oil and gas industry as a whole caused by such attacks or
acts could have a material adverse affect on our results of operations, cash flow and ability to make distributions to
our unitholders.

Our marine transportation business would be adversely affected if we do not satisfy the requirements of the

Jones Act, or if the Jones Act were modified or eliminated.

The Jones Act is a federal law that restricts domestic marine transportation in the United States to vessels built and
registered in the United States. Furthermore, the Jones Act requires that the vessels be manned and owned by United
States citizens. If we fail to comply with these requirements, our vessels lose their eligibility to engage in coastwise
trade within United States domestic waters.

The requirements that our vessels be United States built and manned by United States citizens, the crewing
requirements and material requirements of the Coast Guard and the application of United States labor and tax laws
significantly increase the costs of United States flag vessels when compared with foreign flag vessels. During the past
several years, certain interest groups have lobbied Congress to repeal the Jones Act to facilitate foreign flag
competition for trades and cargoes reserved for United States flag vessels under the Jones Act and cargo preference
laws. If the Jones Act were to be modified to permit foreign competition that would not be subject to the same United
States government imposed costs, we may need to lower the prices we charge for our services in order to compete
with foreign competitors, which would adversely affect our cash flow and ability to make distributions to our
unitholders. Following Hurricane Katrina and again after Hurricane Rita, emergency suspensions of the Jones Act
were effectuated by the United States government. The last suspension ended on October 24, 2005. Future
suspensions of the Jones Act or other similar actions could result in similar consequences.

Our marine transportation business would be adversely affected if the United States Government purchases or

requisitions any of our vessels under the Merchant Marine Act.

We are subject to the Merchant Marine Act of 1936, which provides that, upon proclamation by the President of
the United States of a national emergency or a threat to the national security, the United States Secretary of
Transportation may requisition or purchase any vessel or other watercraft owned by United States citizens (including
us, provided that we are considered a United States citizen for this purpose). If one of our push boats, tugboats or tank
barges were purchased or requisitioned by the United States government under this law, we would be entitled to be
paid the fair market value of the vessel in the case of a purchase or, in the case of a requisition, the fair market value
of charter hire. However, if one of our push boats or tugboats is requisitioned or purchased and its associated tank
barge is left idle, we would not be entitled to receive any compensation for the lost revenues resulting from the idled
barge. We also would not be entitled to be compensated for any consequential damages we suffer as a result of the
requisition or purchase of any of our push boats, tugboats or tank barges. If any of our vessels are purchased or
requisitioned for an extended period of time by the United States government, such transactions could have a material
adverse affect on our results of operations, cash flow and ability to make distributions to our unitholders.
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Regulations affecting the domestic tank vessel industry may limit our ability to do business, increase our costs

and adversely impact our results of operations and ability to make distributions to our unitholders.

The U.S. Oil Pollution Act of 1990, or OPA 90, provides for the phase out of single-hull vessels and the phase-in
of the exclusive operation of double-hull tank vessels in U.S. waters. Under OPA 90, substantially all tank vessels that
do not have double hulls will be phased out by 2015 and will not be permitted to come to U.S. ports or trade in
U.S. waters. The phase out dates vary based on the age of the vessel and other factors. All of our offshore tank barges
are double-hull vessels and have no phase out date. We have 13 inland single-hull barges that will be phased out in the
year 2015. The phase out of these single-hull vessels in accordance with OPA 90 may require us to make substantial
capital expenditures, which could adversely affect our operations and market position and reduce our cash available
for distribution.

Risks Relating to our Acquisition of Prism Gas

There may be risks or costs resulting from the Prism Gas acquisition that are not known to us.

We may not be aware of all of the risks associated with the Prism Gas acquisition. Any discovery of adverse
information concerning the assets or operations we acquired could be material and, in many cases, would be subject to
only limited rights of recovery. In addition, we will likely have to make capital expenditures, which may be
significant, but which amount has not been fixed, to enhance or integrate the assets and operations we acquired.

A decline in the volume of natural gas and NGLs delivered to our facilities could adversely affect our results of

operations, cash flows and financial condition.

Our profitability could be materially impacted by a decline in the volume of natural gas and NGLs transported,
gathered or processed at our facilities. A material decrease in natural gas production, as a result of depressed
commodity prices, a decrease in exploration and development activities or otherwise, could result in a decline in the
volume of natural gas and NGLs handled by our facilities.

The natural gas and NGLs available to our facilities will be derived from reserves produced from existing wells.
These reserves naturally decline over time. To offset this natural decline, our facilities will need access to additional
reserves.

Our profitability is dependent upon prices and market demand for natural gas and NGLs, which are beyond our

control and have been volatile.

We are subject to significant risks due to fluctuations in commodity prices. These risks relate primarily to: (1) the
purchase of certain volumes of natural gas at a price that is a percentage of a relevant index; and (2) certain processing
contracts for Prism Gas whereby we are exposed to natural gas and NGL commodity price risks.

The margins we realize from purchasing and selling a portion of the natural gas that we transport through our
pipeline systems decrease in periods of low natural gas prices because our gross margins are based on a percentage of
the index price. For the year ended December 31, 2004 and the nine months ended September 30, 2005, Prism Gas
purchased approximately 63% and 55%, respectively, of our gas at a percentage of relevant index. Accordingly, a
decline in the price of natural gas could have an adverse impact on our results of operations.

In the past, the prices of natural gas and NGLs have been extremely volatile and we expect this volatility to
continue. For example, in 2004, the spot price of Henry Hub natural gas ranged from a high of $8.14 per MMBtu to a
low of $4.40 per MMBtu. From January 1, 2005 through December 31, 2005, the same price ranged from $15.39 per
MMBtu to $5.50 per MMBtu. On December 31, 2005 the spot price was $9.52 per MMBtu.
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We may not be successful in balancing our purchases and sales. In addition, a producer could fail to deliver
contracted volumes or deliver in excess of contracted volumes, or a consumer could purchase less than contracted
volumes. Any of these actions could cause our purchases and sales not to be balanced. If our purchases and sales are
not balanced, we will face increased exposure to commodity price risks and could have increased volatility in our
operating income.

The markets and prices for residue gas and NGLs depend upon factors beyond our control. These factors include
demand for oil, natural gas and NGLs, which fluctuate with changes in market and economic conditions and other
factors, including:

the impact of weather on the demand for oil and natural gas;

the level of domestic oil and natural gas production;

the level of domestic industrial and manufacturing activity;

the availability of imported oil and natural gas;

actions taken by foreign oil and gas producing nations;

the availability of local, intrastate and interstate transportation systems;
the availability and marketing of competitive fuels;

the impact of energy conservation efforts; and

the extent of governmental regulation and taxation.

Our hedging activities may have a material adverse effect on our earnings, profitability, cash flows and

financial condition.

As of December 31, 2005, Prism Gas has hedged approximately 63% of its commodity risk by volume for 2006.
We anticipate entering into additional hedges in 2006 and beyond to further reduce our exposure to commodity price
movements. The intent of these arrangements is to reduce the volatility in our cash flows resulting from fluctuations in
commodity prices.

We entered into these derivative transactions with an investment grade subsidiary of a major oil company and an
investment grade commercial bank. While we anticipate that future derivative transactions will be entered into with
investment grade counterparties, and that we will actively monitor the credit rating of such counterparties, it is
nevertheless possible that losses will result from counterparty credit risk in the future.

For periods after 2006, our management will evaluate whether to enter into any new hedging arrangements, but
there can be no assurance that we will enter into any new hedging arrangements or that our future hedging
arrangements will be on terms similar to our existing hedging arrangements. Also, we may seek in the future to further
limit our exposure to changes in natural gas, NGL and condensate commodity prices and we may seek to limit our
exposure to changes in interest rates by using financial derivative instruments and other hedging mechanisms from
time to time. To the extent we hedge our commodity price and interest rate risk, we may forego the benefits we would
otherwise experience if commodity prices or interest rates were to change in our favor.

Despite our hedging program, we remain exposed to risks associated with fluctuations in commodity prices. The
extent of our commodity price risk is related largely to the effectiveness and scope of our hedging activities. For
example, the derivative instruments we utilize are based on posted market prices, which may differ significantly from
the actual natural gas, NGL and condensate prices that we realize in our operations. Furthermore, we have entered into
derivative transactions related to only a portion of the volume of our expected natural gas supply and production of
NGLs and condensate from our processing plants; as a result, we will continue to have direct commodity price risk to
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have greater commodity price risk than we intended. If the actual amount is lower than the amount that is subject to
our derivative financial instruments, we might be forced to satisfy all or a portion of our derivative transactions
without the benefit of the cash flow from our sale of the underlying physical commodity, resulting in a reduction of
our liquidity.

As a result of these factors, our hedging activities may not be as effective as we intend in reducing the volatility of
our cash flows, and in certain circumstances may actually increase the volatility of our cash flows. In addition, even
though our management monitors our hedging activities, these activities can result in substantial losses. Such losses
could occur under various circumstances, including if a counterparty does not perform its obligations under the
applicable hedging arrangement, the hedging arrangement is imperfect or ineffective, or our hedging policies and
procedures are not properly followed or do not work as planned. We cannot assure you that the steps we take to
monitor our hedging activities will detect and prevent violations of our risk management policies and procedures,
particularly if deception or other intentional misconduct is involved. For additional information regarding our hedging
activities, please read Management s Discussion and Analysis of Financial Condition and Results of Operation
Quantitative and Qualitative Disclosures about Market Risk Commodity Price Risk.

We typically do not obtain independent evaluations of natural gas reserves dedicated to our gathering and
pipeline systems; therefore, volumes of natural gas on our systems in the future could be less than we
anticipate.

We typically do not obtain independent evaluations of natural gas reserves connected to our systems due to the
unwillingness of producers to provide reserve information as well as the cost of such evaluations to verify publicly
available information. Accordingly, we do not have independent estimates of total reserves dedicated to our systems
or the anticipated life of such reserves. If the total reserves or estimated life of the reserves connected to our gathering
systems are less than we anticipate and we are unable to secure additional sources of natural gas, then the volumes of
natural gas on our systems in the future could be less than we anticipate. A decline in the volumes of natural gas on
our systems could have a material adverse effect on our business, results of operations, financial condition and our
ability to make cash distributions to you.

We depend on certain natural gas producer customers for a significant portion of our supply of natural gas and

NGLs. The loss of any of these customers could result in a decline in our volumes, revenues and cash available

Sor distribution.

We rely on certain natural gas producer customers for a significant portion of our natural gas and NGL supply.
While some of these customers are subject to long-term contracts, we may be unable to negotiate extensions or
replacements of these contracts on favorable terms, if at all. The loss of all or even a portion of the natural gas
volumes supplied by these customers, as a result of competition or otherwise, could have a material adverse effect on
our business, results of operations and financial condition, unless we were able to acquire comparable volumes from
other sources.

We may not successfully balance our purchases and sales of natural gas, which would increase our exposure to

commodity price risks.

We purchase from producers and other customers a significant amount of the natural gas that flows through our
natural gas gathering, processing and transportation systems for resale to third parties, including natural gas marketers
and end-users. We may not be successful in balancing our purchases and sales. A producer or supplier could fail to
deliver contracted volumes or deliver in excess of contracted volumes, or a purchaser could purchase less than
contracted volumes. Any of these actions could cause our purchases and sales to be unbalanced. While we attempt to
balance our purchases and sales, if our purchases and sales are unbalanced, we will face increased exposure to
commodity price risks and could have increased volatility in our operating income and cash flows.
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If third-party pipelines and other facilities interconnected to our natural gas and NGL pipelines and facilities
become unavailable to transport or produce natural gas and NGLs, our revenues and cash available for
distribution could be adversely affected.

We depend upon third party pipelines and other facilities that provide delivery options to and from our pipelines
and facilities for the benefit of our customers. Since we do not own or operate any of these pipelines or other facilities,
their continuing operation is not within our control. If any of these third-party pipelines and other facilities become
unavailable to transport or produce natural gas and NGLs, our revenues and cash available for distribution could be
adversely affected.

The industry in which we operate is highly competitive, and increased competitive pressure could adversely

affect our business and operating results.

We compete with similar enterprises in our respective areas of operation. Some of our competitors are large oil,
natural gas and petrochemical companies that have greater financial resources and access to supplies of natural gas
and NGLs than we do. Some of these competitors may expand or construct gathering, processing and transportation
systems that would create additional competition for the services we provide to our customers. In addition, our
customers who are significant producers of natural gas may develop their own gathering, processing and
transportation systems in lieu of using ours. Likewise, our customers who produce NGLs may develop their own
systems to transport NGLs in lieu of using ours. Our ability to renew or replace existing contracts with our customers
at rates sufficient to maintain current revenues and cash flows could be adversely affected by the activities of our
competitors and our customers. All of these competitive pressures could have a material adverse effect on our
business, results of operations, financial condition and ability to make cash distributions to you.

A change in the jurisdictional characterization of some of our assets by federal, state or local regulatory

agencies or a change in policy by those agencies may result in increased regulation of our assets, which may

cause our revenues to decline and operating expenses to increase.

We believe that our natural gas gathering operations meet the tests the Federal Energy Regulatory Commission, or
FERC, uses to establish a pipeline s status as a gatherer exempt from FERC regulation under the Natural Gas Act of
1938, or NGA, but FERC regulation still affects these businesses and the markets for products derived from these
businesses. FERC s policies and practices across the range of its oil and natural gas regulatory activities, including, for
example, its policies on open access transportation, ratemaking, capacity release and market center promotion,
indirectly affect intrastate markets. In recent years, FERC has pursued pro-competitive policies in its regulation of
interstate oil and natural gas pipelines. However, we cannot assure you that FERC will continue this approach as it
considers matters such as pipeline rates and rules and policies that may affect rights of access to oil and natural gas
transportation capacity. In addition, the distinction between FERC-regulated transmission services and federally
unregulated gathering services has been the subject of regular litigation, so, in such a circumstance, the classification
and regulation of some of our gathering facilities and intrastate transportation pipelines may be subject to change
based on future determinations by FERC and the courts.

Other state and local regulations also affect our business. Our gathering lines are subject to ratable take and
common purchaser statutes in Louisiana and Texas. Ratable take statutes generally require gatherers to take, without
undue discrimination, oil or natural gas production that may be tendered to the gatherer for handling. Similarly,
common purchaser statutes generally require gatherers to purchase without undue discrimination as to source of
supply or producer. These statutes restrict our right as an owner of gathering facilities to decide with whom we
contract to purchase or transport oil or natural gas. Federal law leaves any economic regulation of natural gas
gathering to the states. The states in which we operate have adopted complaint-based regulation of oil and natural gas
gathering activities, which allows oil and natural gas producers and shippers to file complaints with state regulators in
an effort to resolve grievances relating to oil and natural gas gathering access and rate discrimination. Other state
regulations may not directly regulate our business, but may nonetheless affect the availability of natural gas for
purchase, processing and sale, including state regulation of production rates and maximum daily production
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allowable from gas wells. While our gathering lines currently are subject to limited state regulation, there is a risk that
state laws will be changed, which may give producers a stronger basis to challenge the rates, terms and conditions of a
gathering line providing transportation service.

Panther Interstate Pipeline Energy, LLC is also subject to regulation by FERC with respect to issues other than
ratemaking
Under the NGA, FERC has the authority to regulate natural gas companies, such as Panther Interstate Pipeline
Energy, LLC with respect to: rates, terms and conditions of service; the types of services Panther Interstate Pipeline
Energy, LLC may provide to its customers; the construction of new facilities; the acquisition, extension, expansion or
abandonment of services or facilities; the maintenance and retention of accounts and records; and relationships of
affiliated companies involved in all aspects of the natural gas and energy business. FERC s actions in any of these
areas or modifications to its current regulations could impair Panther Interstate Pipeline Energy, LLC s ability to
compete for business, the costs it incurs to operate, or the acquisition or construction of new facilities.
We may incur significant costs and liabilities resulting from pipeline integrity programs and related repairs.
Pursuant to the Pipeline Safety Improvement Act of 2002, the United States Department of Transportation ( DOT )
has adopted regulations requiring pipeline operators to develop integrity management programs for transportation
pipelines located where a leak or rupture could do the most harm in high consequence areas. The regulations require
operators to:
perform ongoing assessments of pipeline integrity;

identify and characterize applicable threats to pipeline segments that could impact a high consequence area;
improve data collection, integration and analysis;
repair and remediate the pipeline as necessary; and

implement preventive and mitigating actions.

We currently estimate that we will incur costs of less than $1.0 million between 2006 and 2010 to implement
pipeline integrity management program testing along certain segments of our natural gas and NGL pipelines. This
does not include the costs, if any, of any repair, remediation, preventative or mitigating actions that may be
determined to he necessary as a result of the testing program, which costs could be substantial.

We do not own all of the land on which our pipelines and facilities are located, which could disrupt our

operations.

We do not own all of the land on which our pipelines and facilities have been constructed, and we are therefore
subject to the possibility of more onerous terms and/or increased costs to retain necessary land use if we do not have
valid rights of way or if such rights of way lapse or terminate. We obtain the rights to construct and operate our
pipelines on land owned by third parties and governmental agencies for a specific period of time. Our loss of these
rights, through our inability to renew right-of-way contracts or otherwise, could have a material adverse effect on our
business, results of operations and financial condition and our ability to make cash distributions to you.
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Risks Relating to an Investment in the Common Units

Units available for future sales by us or our affiliates could have an adverse impact on the price of our common

units or on any trading market that may develop.

After the sale of the common units offered by this prospectus supplement, Martin Resource Management will hold
3,402,690 subordinated units and 1,311,643 common units. All of the subordinated units will convert into common
units at the end of the subordination period and some may convert earlier.

The common units sold in this offering will generally be freely transferable without restriction or further
registration under the Securities Act, except that any common units held by an affiliate of ours may not be resold
publicly except in compliance with the registration requirements of the Securities Act or under an exemption under
Rule 144 or otherwise.

Our partnership agreement provides that, after the subordination period, we may issue an unlimited number of
limited partner interests of any type without a vote of the unitholders. During the subordination period, our general
partner, without the approval of our unitholders, may cause us to issue up to 1,500,000 additional common units. Our
general partner may also cause us to issue an unlimited number of additional common units or other equity securities
of equal rank with the common units, without unitholder approval, in a number of circumstances such as:

the issuance of common units in additional public offerings or in connection with acquisitions that increase cash
flow from operations on a pro forma, per unit basis;

the conversion of subordinated units into common units;
the conversion of units of equal rank with the common units into common units under some circumstances; or

the conversion of our general partner s general partner interest in us and its incentive distribution rights into
common units as a result of the withdrawal of our general partner.

Our partnership agreement does not restrict our ability to issue equity securities ranking junior to the common
units at any time. Any issuance of additional common units or other equity securities would result in a corresponding
decrease in the proportionate ownership interest in us represented by, and could adversely affect the cash distributions
to and market price of, common units then outstanding.

Under our partnership agreement, our general partner and its affiliates have the right to cause us to register under
the Securities Act and applicable state securities laws the offer and sale of any units that they hold. Subject to the
terms and conditions of our partnership agreement, these registration rights allow the general partner and its affiliates
or their assignees holding any units to require registration of any of these units and to include any of these units in a
registration by us of other units, including units offered by us or by any unitholder. Our general partner will continue
to have these registration rights for two years following its withdrawal or removal as a general partner. In connection
with any registration of this kind, we will indemnify each unitholder participating in the registration and its officers,
directors, and controlling persons from and against any liabilities under the Securities Act or any applicable state
securities laws arising from the registration statement or prospectus. Except as described below, the general partner
and its affiliates may sell their units in private transactions at any time, subject to compliance with applicable laws.
Our general partner and its affiliates, with our concurrence, have granted comparable registration rights to their bank
group to which their partnership units have been pledged.

The sale of any common or subordinated units could have an adverse impact on the price of the common units or
on any trading market that may develop.
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Unitholders have less power to elect or remove management of our general partner than holders of common
stock in a corporation. At the closing of this offering, common unitholders will not have sufficient voting power
to elect or remove our general partner without the consent of Martin Resource Management.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters
affecting our business and therefore limited ability to influence management s decisions regarding our business.
Unitholders did not elect our general partner or its directors and will have no right to elect our general partner or its
directors on an annual or other continuing basis. Martin Resource Management elects the directors of our general
partner. Although our general partner has a fiduciary duty to manage our partnership in a manner beneficial to us and
our unitholders, the directors of our general partner also have a fiduciary duty to manage our general partner in a
manner beneficial to Martin Resource Management and its shareholders.

If unitholders are dissatisfied with the performance of our general partner, they will have a limited ability to
remove our general partner. Our general partner generally may not be removed except upon the vote of the holders of
at least 662/3% of the outstanding units voting together as a single class. Because our general partner and its affiliates,
including Martin Resource Management, control, upon completion of this offering, a 37.8% limited partnership
interest in us, our general partner initially cannot be removed without the consent of it and its affiliates.

If our general partner is removed without cause during the subordination period and units held by our general
partner and its affiliates are not voted in favor of removal, all remaining subordinated units will automatically be
converted into common units and any existing arrearages on the common units will be extinguished. A removal under
these circumstances would adversely affect the common units by prematurely eliminating their contractual right to
distributions and liquidation preference over the subordinated units, which preferences would otherwise have
continued until we had met certain distribution and performance tests. Cause is narrowly defined to mean that a court
of competent jurisdiction has entered a final, non-appealable judgment finding our general partner liable for actual
fraud, gross negligence or willful or wanton misconduct in its capacity as our general partner. Cause does not include
most cases of charges of poor management of our business, so the removal of our general partner because of the
unitholders dissatisfaction with our general partner s performance in managing our partnership will most likely result
in the termination of the subordination period.

Unitholders voting rights are further restricted by our partnership agreement provision prohibiting any units held
by a person owning 20% or more of any class of units then outstanding, other than our general partner, its affiliates,
their transferees and persons who acquired such units with the prior approval of our general partner s directors, from
voting on any matter. In addition, our partnership agreement contains provisions limiting the ability of unitholders to
call meetings or to acquire information about our operations, as well as other provisions limiting the unitholders
ability to influence the manner or direction of management.

As a result of these provisions, it will be more difficult for a third party to acquire our partnership without first
negotiating the acquisition with our general partner. Consequently, it is unlikely the trading price of our common units
will ever reflect a takeover premium.

Our general partner s discretion in determining the level of our cash reserves may adversely affect our ability

to make cash distributions to our unitholders.

Our partnership agreement requires our general partner to deduct from operating surplus cash reserves it
determines in its reasonable discretion to be necessary to fund our future operating expenditures. In addition, our
partnership agreement permits our general partner to reduce available cash by establishing cash reserves for the proper
conduct of our business, to comply with applicable law or agreements to which we are a party or to provide funds for
future distributions to partners. These cash reserves will affect the amount of cash available for distribution to our
unitholders.
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You may not have limited liability if a court finds that we have not complied with applicable statutes or that

unitholder action constitutes control of our business.

The limitations on the liability of holders of limited partner interests for the obligations of a limited partnership
have not been clearly established in some states. The holder of one of our common units could be held liable in some
circumstances for our obligations to the same extent as a general partner if a court were to determine that:

we had been conducting business in any state without compliance with the applicable limited partnership
statute; or

the right or the exercise of the right by our unitholders as a group to remove or replace our general partner, to
approve some amendments to our partnership agreement, or to take other action under our partnership agreement
constituted participation in the control of our business.

Our general partner generally has unlimited liability for our obligations, such as our debts and environmental
liabilities, except for our contractual obligations that are expressly made without recourse to our general partner. In
addition, under some circumstances, a unitholder may be liable to us for the amount of a distribution for a period of
nine years from the date of the distribution.

Our partnership agreement contains provisions that reduce the remedies available to unitholders for actions

that might otherwise constitute a breach of fiduciary duty by our general partner.

Our partnership agreement limits the liability and reduces the fiduciary duties of our general partner to the
unitholders. Our partnership agreement also restricts the remedies available to unitholders for actions that would
otherwise constitute breaches of our general partner s fiduciary duties. For example, our partnership agreement:

permits our general partner to make a number of decisions in its sole discretion. This entitles our general partner
to consider only the interests and factors that it desires, and it has no duty or obligation to give any consideration
to any interest of, or factors affecting, us, our affiliates or any limited partner;

provides that our general partner is entitled to make other decisions in its reasonable discretion which may reduce

the obligations to which our general partner would otherwise be held;

generally provides that affiliated transactions and resolutions of conflicts of interest not involving a required vote

of unitholders must be fair and reasonable to us and that, in determining whether a transaction or resolution is fair

and reasonable, our general partner may consider the interests of all parties involved, including its own; and

provides that our general partner and its officers and directors will not be liable for monetary damages to us, our
limited partners or assignees for errors of judgment or for any acts or omissions if our general partner and those
other persons acted in good faith.

If you choose to purchase a common unit, you will be treated as having consented to the various actions
contemplated in our partnership agreement and conflicts of interest that might otherwise be considered a breach of
fiduciary duties under applicable state law.

We may issue additional common units without your approval, which would dilute your ownership interests.

During the subordination period, our general partner, without the approval of our unitholders, may cause us to
issue up to 1,500,000 additional common units. Our general partner may also cause us to issue an unlimited number of
additional common units or other equity securities of equal rank with the common units, without unitholder approval,
in a number of circumstances such as:

the issuance of common units in additional public offerings or in connection with acquisitions that increase cash
flow from operations on a pro forma, per unit basis;
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the conversion of subordinated units into common units;
the conversion of units of equal rank with the common units into common units under some circumstances; or

the conversion of our general partner s general partner interest in us and its incentive distribution rights into
common units as a result of the withdrawal of our general partner.

After the subordination period, we may issue an unlimited number of limited partner interests of any type without
the approval of our unitholders. Our partnership agreement does not give our unitholders the right to approve our
issuance of equity securities ranking junior to the common units at any time.

On November 14, 2005, 850,672 of our 4,253,362 outstanding subordinated units owned by Martin Resource
Management and its subsidiaries converted into common units on a one for one basis following our distribution of
available cash on such date. Additional conversion of our outstanding subordinated units will occur following our
quarterly distributions of available cash provided that certain distribution thresholds are met by us.

The issuance of additional common units or other equity securities of equal or senior rank will have the following
effects:

our unitholders proportionate ownership interest in us will decrease;

the amount of cash available for distribution on a per unit basis may decrease;

because a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the
payment of the minimum quarterly distribution will be borne by our common unitholders will increase;

the relative voting strength of each previously outstanding unit will diminish;
the market price of the common units may decline; and

the ratio of taxable income to distributions may increase.

The control of our general partner may be transferred to a third party, and that party could replace our current

management team, without unitholder consent. Additionally, if Martin Resource Management no longer

controls our general partner, amounts we owe under our credit facility may become immediately due and
payable.

Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or
substantially all of its assets without the consent of the unitholders. Furthermore, there is no restriction in our
partnership agreement on the ability of the owner of our general partner to transfer its ownership interest in our
general partner to a third party. A new owner of our general partner could replace the directors and officers of our
general partner with its own designees and to control the decisions taken by our general partner. Martin Resource
Management and its affiliates have pledged their interests in our general partner and us to their bank group. If, at any
time, Martin Resource Management no longer controls our general partner, the lenders under our credit facility may
declare all amounts outstanding thereunder immediately due and payable. If such event occurs, we may be required to
refinance our debt on unfavorable terms, which could negatively impact our results of operations and our ability to
make distribution to our unitholders.

Our general partner has a limited call right that may require you to sell your common units at an undesirable

time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner
will have the right, but not the obligation, which it may assign to any of its affiliates or to us, to acquire all, but not
less than all, of the remaining common units held by unaffiliated persons at a price not less than the then-current
market price. As a result, you may be required to sell your common
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units at an undesirable time or price and may not receive any return on your investment. You may also incur a tax
liability upon a sale of your units. No provision in our partnership agreement, or in any other agreement we have with
our general partner or Martin Resource Management, prohibits our general partner or its affiliates from acquiring

more than 80% of our common units. For additional information about this call right and your potential tax liability,
please read Risk Factors Tax Risks Tax gain or loss on the disposition of our common units could be different than
expected in this prospectus supplement.

Our common units have a limited trading history and a limited trading volume compared to other publicly

traded securities.

Our common units are quoted on the Nasdaq National Market under the symbol MMLP. However, our common
units have a limited trading history and daily trading volumes for our common units are, and may continue to be,
relatively small compared to many other securities quoted on the Nasdaq National Market. We cannot assure you that
this offering will increase the trading volume for our common units, and the price of our common units may,
therefore, be volatile.

Failure to achieve and maintain effective internal controls in accordance with Section 404 of the

Sarbanes-Oxley Act could have a material adverse effect on our unit price.

In order to comply with Section 404 of the Sarbanes-Oxley Act, we periodically document and test our internal
control procedures. Section 404 of the Sarbanes-Oxley Act requires annual management assessments of the
effectiveness of our internal controls over financial reporting and a report by our independent auditors addressing
these assessments. During the course of our testing we may identify deficiencies which we may not be able to address
in time to meet the deadline imposed by the Sarbanes-Oxley Act for compliance with the requirements of Section 404.
In addition, if we fail to maintain the adequacy of our internal controls, as such standards are modified, supplemented
or amended from time to time, we may not be able to ensure that we can conclude on an ongoing basis that we have
effective internal controls over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act. Failure
to achieve and maintain an effective internal control environment could have a material adverse effect on the price of
our common units.

Risks Relating to Our Relationship with Martin Resource Management

Cash reimbursements due to Martin Resource Management may be substantial and will reduce our cash

available for distribution to our unitholders.

Under our omnibus agreement with Martin Resource Management, Martin Resource Management provides us
with corporate staff and support services on behalf of our general partner that are substantially identical in nature and
quality to the services it conducted for our business prior to our formation. The omnibus agreement requires us to
reimburse Martin Resource Management for the costs and expenses it incurs in rendering these services, including an
overhead allocation to us of Martin Resource Management s indirect general and administrative expenses from its
corporate allocation pool. These payments may be substantial. Payments to Martin Resource Management will reduce
the amount of available cash for distribution to our unitholders.

Martin Resource Management has conflicts of interest and limited fiduciary responsibilities, which may permit

it to favor its own interests to the detriment of our unitholders.

Martin Resource Management will own, upon completion of this offering, an approximate 37.8% limited
partnership interest in us. Furthermore, it owns and controls our general partner, which owns a 2.0% general partner
interest and incentive distribution rights in us. Conflicts of interest may arise between Martin Resource Management
and our general partner, on the one hand, and our unitholders, on the other hand. As a result of these conflicts, our
general partner may favor its own interests and the interests of Martin Resource Management over the interests of our
unitholders. Potential conflicts of interest between

S-28

Table of Contents 47



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 424B5

Table of Contents

us, Martin Resource Management and our general partner could occur in many of our day-to-day operations including,
among others, the following situations:

Officers of Martin Resource Management who provide services to us also devote significant time to the
businesses of Martin Resource Management and are compensated by Martin Resource Management for that time.

Neither our partnership agreement nor any other agreement requires Martin Resource Management to pursue a
business strategy that favors us or utilizes our assets or services. Martin Resource Management s directors and
officers have a fiduciary duty to make these decisions in the best interests of the shareholders of Martin Resource
Management without regard to the best interests of the unitholders.

Martin Resource Management may engage in limited competition with us.

Our general partner is allowed to take into account the interests of parties other than us, such as Martin Resource
Management, in resolving conflicts of interest, which has the effect of reducing its fiduciary duty to our
unitholders.

Under our partnership agreement, our general partner may limit its liability and reduce its fiduciary duties, while
also restricting the remedies available to our unitholders for actions that, without the limitations and reductions,
might constitute breaches of fiduciary duty. As a result of purchasing units, you will be treated as having
consented to some actions and conflicts of interest that, without such consent, might otherwise constitute a breach
of fiduciary or other duties under applicable state law.

Our general partner determines which costs incurred by Martin Resource Management are reimbursable by us.

Our partnership agreement does not restrict our general partner from causing us to pay it or its affiliates for any
services rendered on terms that are fair and reasonable to us or from entering into additional contractual
arrangements with any of these entities on our behalf.

Our general partner controls the enforcement of obligations owed to us by Martin Resource Management.
Our general partner decides whether to retain separate counsel, accountants or others to perform services for us.
The audit committee of our general partner retains our independent auditors.

In some instances, our general partner may cause us to borrow funds to permit us to pay cash distributions, even
if the purpose or effect of the borrowing is to make a distribution on the subordinated units, to make incentive
distributions or to accelerate the expiration of the subordination period.

Our general partner has broad discretion to establish financial reserves for the proper conduct of our business.
These reserves also will affect the amount of cash available for distribution. Our general partner may establish
reserves for distribution on the subordinated units, but only if those reserves will not prevent us from distributing
the full minimum quarterly distribution, plus any arrearages, on the common units for the following four quarters.

Martin Resource Management and its affiliates may engage in limited competition with us.

Martin Resource Management and its affiliates may engage in limited competition with us. For a discussion of the
non-competition provisions of the omnibus agreement, please read Management s Discussion and Analysis of
Financial Condition and Results of Operations Our Relationship with Martin Resource Management Omnibus
Agreement. If Martin Resource Management does engage in
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competition with us, we may lose customers or business opportunities, which could have an adverse impact on our
results of operations, cash flow and ability to make distributions to our unitholders.
Tax Risks

You should read Material Tax Considerations for a full discussion of the expected material federal income tax
consequences of owning and disposing of common units.

The IRS could treat us as a corporation for tax purposes, which would substantially reduce the cash available

Sor distribution to unitholders.

The anticipated after-tax economic benefit of an investment in us depends largely on our classification as a
partnership for federal income tax purposes. We have not requested, and do not plan to request, a ruling from the IRS
on this or any other matter affecting us.

If we were treated as a corporation for federal income tax purposes, we would pay tax on our income at corporate
rates, which is currently a maximum of 35%, and would likely pay state income tax at various rates. Distributions to
you would generally be taxed again to you as corporate distributions, and no income, gains, losses or deductions
would flow through to you. Because a tax would be imposed upon us as a corporation, the cash available for
distribution to unitholders would be substantially reduced. Treatment of us as a corporation would result in a material
reduction in the anticipated cash flow and after-tax return to you and therefore would likely result in a substantial
reduction in the value of the common units.

Current law may change so as to cause us to be taxable as a corporation for federal income tax purposes or
otherwise subject us to entity-level taxation. Our partnership agreement provides that if a law is enacted or existing
law is modified or interpreted in a manner that subjects us to taxation as a corporation or otherwise subjects us to
entity-level taxation for federal, state or local income tax purposes, then the minimum quarterly distribution amount
and the target distribution amount will be adjusted to reflect the impact of that law on us.

A successful IRS contest of the federal income tax positions we take may adversely affect the market for our

common units and the costs of any contest will be borne by our unitholders and our general partner.

We have not requested a ruling from the IRS with respect to our treatment as a partnership for federal income tax
purposes or any other matter affecting us. The IRS may adopt positions that differ from our counsel s conclusions
expressed in this prospectus supplement. It may be necessary to resort to administrative or court proceedings to
sustain some or all of our counsel s conclusions or the positions we take. A court may not agree with some or all our
counsel s conclusions or the positions we take. To the extent noted in Material Tax Considerations, our counsel has not
rendered an opinion on certain matters affecting us. Any contest with the IRS may materially and adversely impact the
market for our common units and the prices at which they trade. In addition, the costs of any contest with the IRS will
be borne directly or indirectly by all of our unitholders and our general partner.

You may be required to pay taxes on income from us even if you do not receive any cash distributions from us.

You may be required to pay federal income taxes and, in some cases, state, local and foreign income taxes on your
share of our taxable income even if you receive no cash distributions from us. You may not receive cash distributions
from us equal to your share of our taxable income or even the tax liability that results from the taxation of their share
of our taxable income.

Tax gain or loss on the disposition of our common units could be different than expected.

If you sell your common units, you will recognize gain or loss equal to the difference between the amount realized
and your tax basis in those common units. Prior distributions in excess of the total net taxable income you were
allocated for a common unit, which decreased your tax basis in that common
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unit, will, in effect, become taxable income to you if the common unit is sold at a price greater than your tax basis in
that common unit, even if the price you receive is less than your original cost. A substantial portion of the amount
realized, whether or not representing gain, may be ordinary income to you. Should the IRS successfully contest some
positions we take, you could recognize more gain on the sale of units than would be the case under those positions,
without the benefit of decreased income in prior years. In addition, if you sell your units, you may incur a tax liability
in excess of the amount of cash you receive from the sale.

Tax-exempt entities and foreign persons face unique tax issues from owning common units that may result in

adverse tax consequences to them.

Investment in common units by tax-exempt entities, such as individual retirement accounts (known as IRAs), and
non-U.S. persons raises issues unique to them. For example, virtually all of our income allocated to organizations
exempt from federal income tax, including individual retirement accounts and other retirement plans, will be unrelated
business income and will be taxable to them. Distributions to non-U.S. persons will be reduced by withholding taxes
at the highest effective tax rate applicable to individuals, and non-U.S. persons will be required to file federal income
tax returns and pay tax on their share of our taxable income. If you are a tax exempt entity or a foreign person, you
should consult your tax advisor before investing in our common units.

We treat a purchaser of our common units as having the same tax benefits without regard to the seller s

identity. The IRS may challenge this treatment, which could adversely affect the value of the common units.

Because we cannot match transferors and transferees of common units and because of other reasons, we have
adopted depreciation positions that may not conform to all aspects of the Treasury regulations. Please read Material
Tax Considerations Tax Consequences of Unit Ownership Section 754 Election. A successful IRS challenge to those
positions could adversely affect the amount of tax benefits available to you. It also could affect the timing of these tax
benefits or the amount of gain from the sale of common units and could have a negative impact on the value of our
common units or result in audit adjustments to your tax returns. Please read Material Tax Considerations Uniformity
of Units for a further discussion of the effect of, and reasons for, the depreciation and amortization positions we have
adopted.

You may be subject to state, local and foreign taxes and return filing requirements as a result of investing in

our common units.

In addition to federal income taxes, unitholders may be subject to other taxes, such as state, local and foreign
income taxes, unincorporated business taxes and estate, inheritance, or intangible taxes that are imposed by the
various jurisdictions in which we do business or own property. You may be required to file state, local and foreign
income tax returns and pay state and local income taxes in some or all of the various jurisdictions in which we do
business or own property and may be subject to penalties for failure to comply with those requirements. We own
property and conduct business in Alabama, Arkansas, California, Georgia, Florida, Illinois, Louisiana, Mississippi,
Texas and Utah. We may do business or own property in other states or foreign countries in the future. It is the
unitholder s responsibility to file all federal, state, local and foreign tax returns. Our counsel has not rendered an
opinion on the state, local or foreign tax consequences of an investment in our common units.
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USE OF PROCEEDS
We expect to receive net proceeds of approximately $88.0 million from the sale of the 3,000,000 common units
offered by this prospectus supplement, after deducting underwriting discounts and estimated offering expenses. This
amount includes a capital contribution from our general partner of approximately $1.9 million to maintain its 2%
general partner interest in our partnership. We intend to use the net proceeds from this offering and the capital
contribution from our general partner as follows:

to repay approximately $62.0 million in revolving credit facility indebtedness, including approximately

$54.3 million in indebtedness incurred in connection with the Prism Gas and the A&A Fertilizer acquisitions, and
$7.7 million in indebtedness incurred in connection with additional growth capital expenditures and working
capital purposes;

to repay approximately $10.2 million in U.S. Government Guaranteed Ship Financing Bonds (including the
associated prepayment premium) we assumed in connection with the acquisition of CF Martin Sulphur;

to pay approximately $1.7 million in connection with our pending acquisition of real property which we lease for
use in our fertilizer business in Seneca, Illinois;

to pay approximately $6.5 million to complete the construction of our sulfur priller located at our Beaumont,
Texas facility; and

to pay approximately $7.6 million for a portion of the construction of a sulfuric acid plant at our Plainview, Texas
facility.

As of the date of this prospectus supplement, total borrowings under our credit facility were approximately
$192.0 million, with a weighted-average interest rate of 7.61%. We entered into a new credit facility on November 10,
2005 in connection with the closing of the Prism Gas acquisition. The credit facility includes a $130.0 million term
loan and a $95.0 million revolving credit line, which includes a $20.0 million letter of credit sub-limit. The credit
facility also provides for procedures for additional financial institutions to become lenders under our revolving credit
facility, or for any existing lender to increase its revolving commitment under our revolving credit facility, subject to a
maximum of $100.0 million for all such increases. The credit facility matures in 2010. Funds borrowed under our new
and predecessor credit facilities between January 2005 and December 31, 2005 (totaling $192.0 million) were used to
finance the liquefied petroleum gas pipeline purchase (approximately $3.8 million), the Bay Sulfur asset acquisition
(approximately $5.9 million), the CF Martin Sulphur acquisition (approximately $18.9 million), the Prism Gas
acquisition (approximately $62.0 million) and the A&A Fertilizer acquisition (approximately $6.0 million). Affiliates
of both RBC Capital Markets Corporation and KeyBanc Capital Markets, a division of McDonald Investments Inc.,
underwriters for this offering, are lenders under our credit facility and will be repaid with a portion of the net proceeds
of this offering. See Underwriting.

In connection with the acquisition of the remaining interests in CF Martin Sulphur not previously owned by us, we
assumed $9.4 million of U.S. Government Guaranteed Ship Financing Bonds maturing in 2021. The outstanding
balance of these bonds as of the date of this prospectus supplement was approximately $9.1 million. The effective
interest rate on such indebtedness is 7.2%. Pursuant to the terms of our credit facility, we are obligated to repay these
bonds (including the associated pre-payment premium) by March 31, 2006.
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CAPITALIZATION
The following table shows our capitalization as of September 30, 2005:

on a historical basis;

pro forma basis to give effect to the Prism Gas and CF Martin Sulphur acquisitions, the related borrowings under
our credit facility and our general partner s proportionate capital contributions; and

a pro forma as adjusted basis to give effect to the common units offered by this prospectus supplement, our
general partner s proportionate capital contribution and the application of the net proceeds from this offering as
described in  Use of Proceeds.

This table should be read together with, and is qualified in its entirety by, reference to our historical and pro forma
consolidated and combined financial statements and the accompanying notes included or incorporated by reference in
this prospectus supplement and the accompanying prospectus. You should also read this table in conjunction with

Management s Discussion and Analysis of Financial Condition and Results of Operations included elsewhere herein.

As of September 30, 2005
Pro Forma
As
Historical Pro Forma Adjusted
(In thousands)
Cash and cash equivalents $ 3,116 $ 6,980 $ 46,658
Long-term debt (including current portion):(1)
Term debt $ 9,104 $ 139,104 $ 139,104
Revolving credit facility 111,900 48,340
Total long-term debt 121,004 187,444 139,104
Partners capital:
Common unitholders(2) 78,366 102,981 189,147
Subordinated unitholders(2) (6,095) (6,095) (6,095)
General partner 572 1,074 2,926
Total partners capital 72,843 97,960 185,978
Total capitalization $ 193,847 $ 285,404 $ 325,082

(1) As of the date hereof, our long term indebtedness is $201.1 million, consisting of $62.0 million under our
revolving credit facility, $130.0 million under our term loan facility and $9.1 million under our U.S. Government
Guaranteed Ship Financing Bonds which includes a current portion of $582,000.

(2) On November 14, 2005, 850,672 of our 4,253,362 outstanding subordinated units owned by Martin Resource
Management, the owner of our general partner, converted into common units on a one-for-one basis following
our quarterly cash distribution on such date. Additional conversions of our outstanding subordinated units may
occur in the future provided that certain distribution thresholds provided in our partnership agreement are met by
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PRICE RANGE OF COMMON UNITS AND DISTRIBUTIONS
Our common units are quoted on the Nasdaq National Market under the symbol MMLP. Our common units were
admitted for quotation on November 1, 2002 at an initial public offering price of $19.00 per common unit. The
following table shows the low and high closing sale prices per common unit, as reported by the Nasdaq National
Market, and the cash distributions per unit for the periods indicated.

Common Unit

Price Range Cash
Distributions
Low High Per Unit
2006:
Quarter Ended March 31(1) $ 30.01 $ 30.25
2005:
Quarter Ended December 31 $ 29.70 $ 33.04 $ 0.610(2)
Quarter Ended September 30 $ 30.19 $ 3425 $ 0.570
Quarter Ended June 30 $ 30.03 $ 33.99 $ 0.550
Quarter Ended March 31 $ 29.03 $ 34.20 $ 0.535
2004:
Quarter Ended December 31 $ 27.22 $ 29.93 $ 0.535
Quarter Ended September 30 $ 26.51 $ 29.78 $ 0.525
Quarter Ended June 30 $ 23.57 $ 29.90 $ 0.525
Quarter Ended March 31 $ 27.20 $ 30.30 $ 0.525

(1) Through January 4, 2006.

(2) Declared on January 5, 2006 and payable on February 14, 2006 to unitholders of record on February 1, 2006.
The last reported sale price of our common units on the Nasdaq National Market on January 4, 2006 was $30.25.
As of December 29, 2005 there were approximately 15 holders of record and 6,569 beneficial owners of our common
units.
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SELECTED HISTORICAL AND PRO FORMA FINANCIAL DATA

The following table shows selected historical and pro forma financial data for Martin Midstream Partners
Predecessor and Martin Midstream Partners L.P. for the periods and as of the dates indicated. Martin Midstream
Partners Predecessor is the term used to describe certain assets, liabilities and operations owned by Martin Resource
Management that were transferred to us upon completion of our initial public offering in November 2002. The table
should also be read together with Management s Discussion and Analysis of Financial Condition and Results of
Operations included elsewhere herein.

The selected historical financial data as of and for the periods presented below is derived from the audited or
unaudited combined or consolidated statements of either Martin Midstream Partners Predecessor or Martin Midstream
Partners included in our filings with the SEC, which are incorporated by reference herein.

The selected pro forma financial data is derived from the unaudited pro forma financial statements included
elsewhere in this prospectus supplement. For income statement items, the selected pro forma financial data assumes
that the Prism Gas acquisition, the CF Martin Sulphur acquisition and the related borrowings under our credit facility
occurred on January 1, 2004. For balance sheet items, the summary pro forma financial data assumes that the offering
occurred on September 30, 2005. For a description of all of the assumptions used in preparing the selected pro forma
financial data, you should read the notes to the pro forma financial statements included elsewhere in this prospectus
supplement. The pro forma financial data should not be considered as indicative of the historical results we would
have had or the future results that we will have after the offering.

Prior to July 15, 2005, we owned an unconsolidated non-controlling 49.5% limited partner interest in CF Martin
Sulphur. We accounted for this interest in CF Martin Sulphur using the equity method of accounting. As a result, we
did not include any portion of the net income attributable to CF Martin Sulphur in our operating income or in the
operating income of any of our segments. Rather, we included only our share of its net income in our statement of
operations. On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not previously owned by us
from CF Industries, Inc. and certain affiliates of Martin Resource Management. Subsequent to the acquisition, CF
Martin Sulphur is included in the consolidated financial presentation of our sulfur segment.

In connection with our acquisition of Prism Gas, we acquired an unconsolidated 50% interest in each of the
Waskom Gas Processing Company, the owner of the Waskom Processing Plant, and the Matagorda Gathering System.
We also acquired a 50% interest in Panther Interstate Pipeline Energy LLC, the owner of the Fishhook Gathering
System. As a result, these interests are accounted for using the equity method of accounting and we do not include any
portion of their net income in our operating income.

The following table also shows our EBITDA which is described below under Non-GAAP Financial Measure.
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Martin Martin Midstream Partners
Midstream
Predecessor
Period Pro Forma As
From Adjusted
Period
November 6,
From
. Nine
January 1, 2002 Years Ended Nine Months Ended
Months
Tli?(?uzgh Through December 31, September 30, E‘Ele(;lel;i Ended
November I)ecember 31, December 3$¢ptember 30,
2002 2002 2003 2004 2004 2005 2004 2005
(Unaudited)
(In thousands)

Income
Statement
Data:
Revenues $ 116,160 $ 33,746 $192,731 $294,144 $202,511 $293,816 $414,243 $ 382,083
Cost of products
sold 84,442 26,504 150,892 229,976 156,892 232,141 331,245 308,622
Operating
expenses 17,389 3,189 21,590 34,475 24,995 32,778 46,297 39,953
Selling, general,
and
administrative
expenses 4,662 656 4,986 6,198 4,672 5,420 10,482 9,041
Depreciation and
amortization 3,741 747 4,765 8,766 6,276 8,672 12,923 11,251

Total costs and

expenses 110,234 31,096 182,233 279,415 192,835 279,011 400,947 368,867
Other Operating
income 589
Operating
income 5,926 2,650 11,087 14,729 9,676 14,805 13,296 13,216
Equity in
earnings (losses)
of
unconsolidated
entities 2,565 599 2,801 912 532 222 7,112 4,896
Interest expense (3,283) (345) (2,001) (3,326) (2,338) (3,834) (7,204) (6,327)
Other, net 42 5 94 11 52 127 237 108

5,250 2,909 11,981 12,326 7,922 11,320 13,441 11,893
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Income before
Income taxes
Income taxes 1,959

Net income $ 3291 $§ 2909 $ 11981 $ 12326 $§ 7,922 $ 11,320 $ 13,441 $ 11,893

Balance Sheet
Data
(at Period
End):
Total assets $ 100,455 $139,685 $188,332 $175,594 $ 255,234 $ 407,315
Due to affiliates 560 429 210 1,216 6,960
Long-term debt
(including
current portion) 35,000 67,000 73,000 69,000 121,004 139,104
Owner s equity
(partners capital) 47,106 45,892 75,534 75,671 72,843 185,978
Cash Flow
Data:
Net cash flow
provided by
(used in):
Operating
activities $ 316 $ 4,824 $ 10,273 $ 12812 $ 7,889 $ 24,276
Investing
activities (1,962) (2,116)  (27,621) (34,322) (31,789) (46,445)
Financing
activities 6,897 (6,287) 17,884 22,424 23,857 22,101
Other Financial
Data:
Maintenance
capital
expenditures(1) $ 394 $ 157 $ 2773 $ 5,182 $ 539 $ 3,179
Expansion
capital
expenditures(1) 1,909 2,850 29,159 30,234 30,019 33,142

Total capital
expenditures  $ 2,303 $§ 3,007 $ 31,932 §$§ 35416 $ 35415 $ 36,321

EBITDA(2)(3) $ 12274 $ 4,001 $ 18,747 § 24418 §$ 16,536 $ 23,826 §$ 33,568 §$ 29471

(1) Maintenance capital expenditures represent capital expenditures to replace partially or fully depreciated assets in
order to maintain the existing operating capacity of our assets and extend their useful lives. Expansion capital
expenditures represent capital expenditures to expand the existing operating capacity of our assets, whether
through construction or acquisition. Repair and maintenance expenditures associated with existing assets that are
minor in nature and do not extend the useful life of existing assets are treated as operating expenses as incurred.
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(3) For the nine months ended September 30, 2005, pro forma as adjusted EBITDA includes an approximately
$0.9 million charge in connection with the settlement of an outstanding Prism Gas lawsuit.
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Non-GAAP Financial Measure
We define EBITDA as net income plus interest expense, income taxes and depreciation and amortization expense.
We use EBITDA as a supplemental financial measure to assess:

the ability of our assets to generate cash sufficient for us to pay interest costs and to make cash distributions to
our unitholders;

the financial performance of our assets;

our performance over time and in relation to other companies that own similar assets and that we believe
calculate EBITDA in a manner similar to us; and

in certain situations, the appropriateness of the purchase price of assets or companies we might consider
acquiring.

We also understand that such data is used by investors to assess our historical ability to service our indebtedness
and make cash distributions to unitholders. However, the term EBITDA is not defined under generally accepted
accounting principles and EBITDA is not a measure of operating income or operating performance presented in
accordance with generally accepted accounting principles. When assessing our operating performance, you should not
consider this data in isolation or as a substitute for our net income, cash flow from operating activities or other cash
flow data calculated in accordance with generally accepted accounting principles. In addition, our EBITDA may not
be comparable to EBITDA or similarly titled measures utilized by other companies since such other companies may
not calculate EBITDA in the same manner as we do.

You should note that our EBITDA and our net income through July 14, 2005, included our equity in the earnings
of CF Martin Sulphur, in which we owned an unconsolidated non-controlling 49.5% limited partnership interest.
Under the equity method of accounting, we included in our earnings our proportionate share of CF Martin Sulphur s
income or losses. On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not previously owned
by us. As a result, since that date our consolidated financial results reflect the operations of CF Martin Sulphur. In
connection with our acquisition of Prism Gas, we acquired an unconsolidated 50% interest in each of the Waskom Gas
Processing Company, the owner of the Waskom Processing Plant, and the Matagorda Gathering System. We also
acquired a 50% interest in Panther Interstate Pipeline Energy LLC, the owner of the Fishhook Gathering System. As a
result, these interests are accounted for using the equity method of accounting and we do not include any portion of
their net operating income in our operating income.

The following table reconciles our historical EBITDA to our historical net income and on a pro forma basis as
described elsewhere herein:

Martin
Midstream
Predecessor Martin Midstream Partners
Period Period Pro Forma As
From From Adjusted
January 1November 6,
Nine Months Nine
2002 2002 Years Ended Ended Months
Through Through December 31, September 30, E‘E::;elli Ended
NovemberBgcember 31, December 3%¢eptember 30,
2002 2002 2003 2004 2004 2005 2004 2005
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Plus:
Depreciation and
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$ 3,291

3,741
3,283
1,959

$ 12,274

(In thousands)

$2909 $11,981 $12,326 $ 7,922

747 4,765 8,766 6,276
345 2,001 3,326 2,338

$ 4,001 $18,747 $24,418 $16,536
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(Unaudited)

$11,320

8,672
3,834

$23,826

$ 13,441

12,923
7,204

$ 33,568

$ 11,893

11,251
6,327

$ 29,471
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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of our financial condition and results of operations in conjunction with
the selected historical and pro forma financial information included or incorporated by reference in this prospectus
supplement and the accompanying prospectus.
Overview

We are a publicly traded limited partnership with a diverse set of operations focused primarily in the United States
Gulf Coast region. Our five primary business lines include:

Terminalling and storage services for petroleum and by-products
Natural gas gathering, processing and LPG distribution

Marine transportation services for petroleum products and by-products
Sulfur gathering, processing and distribution

Fertilizer manufacturing and distribution

The petroleum products and by-products we collect, transport, store and distribute are produced primarily by
major and independent oil and gas companies who often turn to third parties, such as us, for the transportation and
disposition of these products. In addition to these major and independent oil and gas companies, our primary
customers include independent refiners, large chemical companies, fertilizer manufacturers and other wholesale
purchasers of these products. We operate primarily in the Gulf Coast region of the United States. This region is a
major hub for petroleum refining, natural gas gathering and processing and support services to the exploration and
production industry.

Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations should be read in conjunction with
our audited consolidated and combined financial statements and notes thereto included in our annual report on
Form 10-K for the year ended December 31, 2004 filed with the SEC on March 16, 2005 as well as our unaudited
consolidated and condensed financial statements included in our quarterly report on Form 10-Q for the quarter ended
September 30, 2005 filed with the SEC on November 9, 2005. We prepared these financial statements in conformity
with generally accepted accounting principles. The preparation of these financial statements required us to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the dates of the financial
statements and the reported amounts of revenues and expenses during the reporting periods. We based our estimates
on historical experience and on various other assumptions we believe to be reasonable under the circumstances. Our
results may differ from these estimates. Currently, other than as described below, we believe that our accounting
policies do not require us to make estimates using assumptions about matters that are highly uncertain. However, we
have described below the critical accounting policies that we believe could impact our consolidated and condensed
financial statements most significantly.

You should also read Note 2, Significant Accounting Policies in Notes to Consolidated and Condensed Financial
Statements contained in our quarterly report on Form 10-Q referenced above and the similar note in the consolidated
and combined financial statements included in our annual report on Form 10-K referenced above in conjunction with
this Management s Discussion and Analysis of Financial Condition and Results of Operations. Some of the more
significant estimates in these financial statements include the amount of the allowance for doubtful accounts
receivable and the determination of the fair value of our reporting units under SFAS No. 142, Goodwill and Other
Intangible Assets ( SFAS 142 ).
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Product Exchanges

We enter into product exchange agreements with third parties whereby we agree to exchange LPGs with third
parties. We record the balance of LPGs due to other companies under these agreements at quoted market product
prices and the balance of LPGs due from other companies at the lower of cost or market. Cost is determined using the
first-in, first-out method.

Revenue Recognition

For our terminalling segment, we recognize revenue monthly for storage contracts based on the contracted
monthly tank fixed fee. For throughput contracts, we recognize revenue based on the volume moved through our
terminals at the contracted rate. For our marine transportation segment, we recognize revenue for contracted trips upon
completion of the trips. For time charters, we recognize revenue based on the daily rate. For our natural gas gathering,
processing and LPG distribution segment, we recognize revenue for product delivered by truck upon the delivery of
LPGs to our customers, which occurs when the customer physically receives the product. When product is sold in
storage, or by pipeline, we recognize revenue when the customer receives the product from either the storage facility
or pipeline. For our sulfur segment, we recognize revenue for product delivered by truck upon the delivery of sulfur to
our customers, which occurs when the customer physically receives the product. For our fertilizer segment, we
recognize revenue when the customer takes title to the product, either at our plant or the customer s facility.

Equity Method Investment

We used the equity method of accounting for our interest in CF Martin Sulphur because we only owned an
unconsolidated non-controlling 49.5% limited partner interest in this entity. We did not recognize a gain when we
contributed our molten sulfur business to CF Martin Sulphur because we concluded we had an implied commitment to
support the operations of this entity as a result of our role as a supplier of product to CF Martin Sulphur and our
relationship to Martin Resource Management, which guarantees certain of the debt of this entity.

As a result of the non-recognition of this gain, the amount we initially recorded as an investment in CF Martin
Sulphur on our balance sheet is less than the amount of our underlying equity in this entity as recorded on the books of
CF Martin Sulphur. We are amortizing such excess amount over 20 years, the expected life of the net assets
contributed to this entity, as additional equity in earnings of CF Martin Sulphur in our statements of operations.

On July 15, 2005, we acquired the remaining interests in CF Martin Sulphur not previously owned by us.
Subsequent to the acquisition, CF Martin Sulphur is included in the consolidated financial presentation of our sulfur
segment.

Following our acquisition of Prism Gas in November 2005, we own an unconsolidated 50% interest in each of
Waskom Gas Processing Company, the owner of the Waskom Processing Plant, the Fishhook Gathering System and
the Matagorda Gathering System. As a result, they are accounted for by the equity method and we do not include any
portion of their net income in our operating income.

Goodwill

Goodwill is subject to a fair-value based impairment test on an annual basis. We are required to identify our
reporting units and determine the carrying value of each reporting unit by assigning the assets and liabilities, including
the existing goodwill and intangible assets. We are required to determine the fair value of each reporting unit and
compare it to the carrying amount of the reporting unit. To the extent the carrying amount of a reporting unit exceeds
the fair value of the reporting unit, we would be required to perform the second step of the impairment test, as this is
an indication that the reporting unit goodwill may be impaired.

We have performed the annual impairment tests as of September 30, 2003, September 30, 2004 and September 30,
2005, respectively. In performing such tests, we determined we had three reporting units
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which contained goodwill. These reporting units were three of our reporting segments: marine transportation, natural
gas gathering, processing and LPG distribution and fertilizer.

We determined fair value in each reporting unit based on a multiple of current annual cash flows. We determined
such multiple from our recent experience with actual acquisitions and dispositions and valuing potential acquisitions
and dispositions.

Environmental Liabilities

We have historically not experienced circumstances requiring us to account for environmental remediation
obligations. If such circumstances arise, we would estimate remediation obligations utilizing a remediation feasibility
study and any other related environmental studies that we may elect to perform. We would record changes to our
estimated environmental liability as circumstances change or events occur, such as the issuance of revised orders by
governmental bodies or court or other judicial orders and our evaluation of the likelihood and amount of the related
eventual liability.

Allowance for Doubtful Accounts

In evaluating the collectibility of our accounts receivable, we assess a number of factors, including a specific
customer s ability to meet its financial obligations to us, the length of time the receivable has been past due and
historical collection experience. Based on these assessments, we record both specific and general reserves for bad
debts to reduce the related receivable to the amount we ultimately expect to collect from customers.

Asset Retirement Obligation

In accordance with SFAS No. 143, Accounting for Asset Retirement Obligations ( SFAS 143 ), we recognize and
measure our asset retirement obligations and the associated asset retirement cost upon acquisition of the related asset.
Subsequent measurement and accounting provisions are in accordance with SFAS 143.

Reclassifications

As previously reported in our Quarterly Report on Form 10-Q for the three months ended September 30, 2005,
which was filed with the SEC on November 9, 2005, we converted to a new accounting system in August 2005. In
connection with the system conversion, we closely examined expense classifications under the new system. Upon
review, it was determined that certain payroll, property insurance and property tax expenses that were previously
categorized as selling, general and administrative expenses would be more appropriately classified as operating
expenses or costs of products sold. As a result, those expenses were set up in the new system with the new
classification. Accordingly, it is necessary for us to reclassify the related expense items for fiscal years 2002, 2003 and
2004. Since the reclassifications, as indicated in the tables set forth below, had no impact on the prior periods
revenues, operating income, cash flows from operations or net income, the Partnership has determined that the
reclassifications are not material to our audited financial statements for the prior periods. Nonetheless, we are
effecting the reclassifications in order to provide comparative clarity and consistency among the 2002-2004 annual
periods when compared to our financial reporting for our current 2005 fiscal year.

The following tables set forth the effects of the reclassifications on certain line items within our previously
reported consolidated statements of income for the years ended December 31, 2004, 2003 and 2002 (dollars in
thousands), which statements of income and certain relevant footnotes thereto as well as
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the relevant portions of Management s Discussion and Analysis of Financial Condition and Results of Operations for
those periods have been updated as hereinafter provided in this prospectus supplement.

Terminalling
and LPG Marine Fertilizer SG&A Total
Storage
Year Ended December 31,
2004
Cost of products sold (as
previously reported) $ 6,775 $ 197859 $ $ 25,207 $ $ 229,841
Cost of products sold (as
reclassified) 6,775 197,859 25,342 229,976
Operating expenses (as
previously reported) 6,699 928 24,796 32,423
Operating expenses (as
reclassified) 8,494 1,185 24,796 34,475
Selling, general and
administrative (as previously
reported) 2,194 1,457 175 1,793 2,766 8,385
Selling, general and
administrative (as reclassified) 399 1,200 175 1,658 2,766 6,198
Terminalling
and LPG Marine Fertilizer SG&A Total
Storage
Year Ended December 31,
2003
Cost of products sold (as
previously reported) $ 107 $ 128,055 $ $ 22,605 $ $ 150,767
Cost of products sold (as
reclassified) 107 128,055 22,730 150,892
Operating expenses (as
previously reported) 1,413 1,052 18,135 20,600
Operating expenses (as
reclassified) 2,141 1,314 18,135 21,590
Selling, general and
administrative (as previously
reported) 1,180 1,362 305 1,566 1,688 6,101
Selling, general and
administrative (as reclassified) 452 1,100 305 1,441 1,688 4,986
Terminalling Consolidating
and LPG Marine  Fertilizer = SG&AReclassification  Total
Storage
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Year Ended
December 31, 2002
Cost of products sold
(as previously reported) $
Cost of products sold
(as reclassified)
Operating expenses (as
previously reported)
Operating expenses (as
reclassified)

Selling, general and
administrative (as
previously reported)
Selling, general and
administrative (as
reclassified)

1,181

1,724

1,266

723

$ 87,189
87,189
1,307

1,632

1,365

1,040

17,201

17,201

524

524

Our Relationship with Martin Resource Management
Martin Resource Management is engaged in the following principal business activities:

$ 23,324

23,762

2474

2,036

$ &)
&)
21

21

1,011 (16)

1,011 (16)

$ 110,508
110,946
19,710

20,578

6,624

5,318

providing land transportation of various liquids using a fleet of trucks and road vehicles and road trailers;

distributing fuel oil, sulfuric acid, marine fuel and other liquids;

providing marine bunkering and other shore-based marine services in Alabama, Louisiana, Mississippi and

Texas;

operating a small crude oil gathering business in Stephens, Arkansas;

operating an underground LPG storage facility in Arcadia, Louisiana;
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supplying employees and services for the operation of our business;

operating, for its account and our account, the docks, roads, loading and unloading facilities and other common
use facilities or access routes at our Stanolind terminal; and

operating, solely for our account, an LPG truck loading and unloading and pipeline distribution terminal in Mont
Belvieu, Texas.

We are and will continue to be closely affiliated with Martin Resource Management as a result of the following

relationships.
Ownership

Following the completion of this offering, Martin Resource Management will own an approximate 37.8% limited

partnership interest in us, a 2% general partnership interest in us and all of our incentive distribution rights.
Management

Martin Resource Management directs our business operations through its ownership and control of our general
partner. We benefit from our relationship with Martin Resource Management through access to a significant pool of
management expertise and established relationships throughout the energy industry. We do not have employees.
Martin Resource Management employees are responsible for conducting our business and operating our assets on our
behalf.

We are a party to an omnibus agreement with Martin Resource Management. The omnibus agreement requires us
to reimburse Martin Resource Management for all direct and indirect expenses it incurs or payments it makes on our
behalf or in connection with the operation of our business. There is no monetary limitation on the amount we are
required to reimburse Martin Resource Management for direct expenses. Under the omnibus agreement, the
reimbursement amount with respect to indirect general and administrative and corporate overhead expenses was
capped at $2.0 million for the twelve month period ending October 31, 2004. For each of the subsequent three years,
this amount may be increased by no more than the percentage increase in the consumer price index and is also subject
to adjustment for expansions of our operations. These indirect expenses cover all of the centralized corporate
functions Martin Resource Management provides for us, such as accounting, treasury, clerical billing, information
technology, administration of insurance, general office expenses and employee benefit plans and other general
corporate overhead functions we share with Martin Resource Management retained businesses.

Martin Resource Management also licenses certain of its trademarks and trade names to us under this omnibus
agreement.

Commercial

We have been and anticipate that we will continue to be both a significant customer and supplier of products and
services offered by Martin Resource Management. Our motor carrier agreement with Martin Resource Management
provides us with access to Martin Resource Management s fleet of road vehicles and road trailers to provide land
transportation in the areas served by Martin Resource Management. Our ability to utilize Martin Resource
Management s land transportation operations is currently a key component of our integrated distribution network.

We also use the underground storage facilities owned by Martin Resource Management in our LPG distribution
operations. We lease an underground storage facility from Martin Resource Management in Arcadia, Louisiana with a
storage capacity of 65 million gallons. Our use of this storage facility gives us greater flexibility in our operations by
allowing us to store a sufficient supply of product during times of decreased demand for use when demand increases.

In the aggregate, our purchases of land transportation services, LPG storage services, sulfuric acid and lube oil
product purchases and sulfur and fertilizer payroll reimbursements from Martin Resource
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Management accounted for approximately 5% and 6% of our total cost of products sold during the nine months ended
September 30, 2005 and 2004, respectively. We also purchase marine fuel from Martin Resource Management, which
we account for as an operating expense.

Correspondingly, Martin Resource Management is one of our significant customers. It primarily uses our
terminalling, marine transportation and LPG distribution services for its operations. Martin Resource Management is
also a significant customer of fertilizer products and we provide terminalling services under a terminal services
agreement. We provide marine transportation services to Martin Resource Management under a charter agreement on
a spot-contract basis at applicable market rates. Our sales to Martin Resource Management accounted for
approximately 4% and 6% of our total revenues for the nine months ended September 30, 2005 and 2004,
respectively. In connection with the closing of the Tesoro Marine asset acquisition, we entered into certain agreements
with Martin Resource Management pursuant to which we provide terminalling and marine transportation services to
Midstream Fuel and Midstream Fuel provides terminal services to us to handle lubricants, greases and drilling fluids.

Omnibus Agreement
We are a party to an omnibus agreement with Martin Resource Management. In this agreement:

Martin Resource Management agreed not to compete with us in the terminalling, marine transportation, LPG
distribution and fertilizer businesses, subject to the exceptions described more fully in Certain Relationships and
Related Transactions Agreements Omnibus Agreement of our annual report on Form 10-K for the year ended
December 31, 2004 filed with the SEC on March 16, 2005.

Martin Resource Management agreed to indemnify us for a period of five years for environmental losses arising
prior to our initial public offering, which we closed in November 2002, as well as preexisting litigation and tax
liabilities.

We agreed to reimburse Martin Resource Management for the provision of general and administrative services
under our partnership agreement, provided that the reimbursement amount with respect to indirect general and
administrative and corporate overhead expenses was capped at $2.0 million for the year ending October 31, 2004.
For each of the subsequent three years, this amount may be increased by no more than the percentage increase in
the consumer price index and is also subject to adjustment for expansions of our operations. In addition, our
general partner has the right to agree to further increases in connection with expansions of our operations through
the construction of new assets or businesses. This limitation does not apply to the cost of any third party legal,
accounting or advisory services received, or the direct expenses of Martin Resource Management incurred, in
connection with acquisition or business development opportunities evaluated on our behalf.

We are prohibited from entering into certain material agreements with Martin Resource Management without the
approval of the conflicts committee of our general partner s board of directors.
Motor Carrier Agreement
We are a party to a motor carrier agreement with Martin Transport, Inc., a wholly owned subsidiary of Martin
Resource Management, through which Martin Resource Management operates its land transportation operations. This
agreement was amended in October 2005 to expand the term and to make adjustments to the pricing based on current
market conditions and rates. The agreement has a term that expires in November 2006, and will automatically renew
for consecutive one-year periods unless either party terminates the agreement by giving written notice to the other
party at least 30 days prior to the expiration of the then-applicable term. Under this agreement, Martin Transport
transports our LPG shipments as well as other liquid products. Our shipping rates were fixed for the first year of the
agreement, subject to certain cost adjustments. These rates are subject to any adjustment to which we
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mutually agree or in accordance with a price index. Additionally, during the term of the agreement, shipping charges
are also subject to fuel surcharges determined on a weekly basis in accordance with the U.S. Department of Energy s
national diesel price list.
Other Agreements

We are a party to several other agreements with Martin Resource Management. In October 2005, several of these
agreements were amended to expand the term thereof and to make adjustments to the pricing terms. All of such
adjustments were based upon current market conditions and rates and were approved by our conflicts committee. The
result of such pricing adjustments, should increase the net income received by us under all of the agreements after
taking into account all amounts paid by us to Martin Resource Management under such agreements. The agreements
between us and Martin Resource Management are as follows:

Specialty Petroleum Terminal Services Agreement under which we provide terminalling and storage services to
Martin Resource Management at a set rate. Effective each November 1, this agreement automatically renews for
consecutive one-year periods unless either party terminates the agreement by giving written notice to the other
party at least 30 days prior to the expiration of the then-applicable term. The fees we charge under this agreement
are adjusted annually based on a price index.

Marine Transportation Agreement under which we provide marine transportation services to Martin Resource
Management on a spot-contract basis. Effective each November 1, this agreement automatically renews for
consecutive one-year periods unless either party terminates the agreement by giving written notice to the other
party at least 30 days prior to the expiration of the then-applicable term. The fees we charge Martin Resource
Management are based on applicable market rates. Additionally, Martin Resource Management had previously
agreed through November 1, 2005, to use our four vessels that were not subject to term agreements in a manner
such that we would receive at least $5.6 million annually for the use of these vessels by Martin Resource
Management and third parties. This agreement, absent the annual guarantee described above, was extended for a
subsequent one year period on November 1, 2005.

Product Storage Agreement under which Martin Resource Management provides us underground storage for
LPGs. Effective each November 1, this agreement automatically renews for consecutive one-year periods unless
either party terminates the agreement by giving written notice to the other party at least 30 days prior to the
expiration of the then-applicable term. Our per-unit cost under this agreement is adjusted annually based on a
price index.

Product Supply Agreements under which Martin Resource Management provides us with marine fuel and
sulfuric acid. Effective each November 1, these agreements automatically renew for consecutive one-year periods
unless either party terminates the agreement by giving written notice to the other party at least 30 days prior to
the expiration of the then-applicable term. We purchase products at a set margin above Martin Resource
Management s cost for such products during the term of the agreements.

Throughput Agreement under which Martin Resource Management agrees to provide us with sole access to and
use of a LPG truck loading and unloading and pipeline distribution terminal located at Mont Belvieu, Texas.
Effective each November 1, this agreement automatically renews for consecutive one-year periods unless either
party terminates the agreement by giving written notice to the other party at least 30 days prior to the expiration
of the then-applicable term. Our throughput fee is adjusted annually based on a price index.

Terminal Services Agreement under which we provide terminalling services to Martin Resource Management.
Effective each December 1, this agreement will automatically renew on a month-to-month basis until either party
terminates the agreement by giving written notice to the other party
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at least 60 days prior to the expiration of the then-applicable term. The per gallon throughput fee we charge under
this agreement is adjusted annually based on a price index.

Transportation Services Agreement under which we provide marine transportation services to Martin Resource
Management. This agreement has a three-year term, which began in December 2003, and will automatically
renew for successive one-year terms unless either party terminates the agreement by giving written notice to the
other party at least 30 days prior to the expiration of the then-applicable term. In addition, within 30-days of the
expiration of the then-applicable term, both parties have the right to renegotiate the rate for the use of our vessels.
If no agreement is reached as to a new rate by the end of the then-applicable term, the agreement will terminate.
The per gallon fee we charge under this agreement is adjusted annually based upon mutual agreement of the
parties or in accordance with a price index.

Lubricants and Drilling Fluids Terminal Services Agreement under which Martin Resource Management
provides terminal services to us. Effective each November 1, this agreement automatically renews for successive
one-year terms until either party terminates the agreement by giving written notice to the other party at least

60 days prior to the end of the then-applicable term. The per gallon handling fee and the percentage of our
commissions we are charged under this agreement is adjusted annually based on a price index.

Finally, Martin Resource Management also granted us a perpetual, non-exclusive use, ingress-egress and utility
facilities easement in connection with the transfer of our Stanolind terminal assets to us.

Our Relationship with CF Martin Sulphur

On July 15, 2005, we acquired all of the remaining limited partnership interests in CF Martin Sulphur from CF
Industries, Inc. and certain affiliates of Martin Resource Management. Prior to this transaction, our unconsolidated
non-controlling 49.5% limited partnership interest in CF Martin Sulphur, was accounted for using the equity method
of accounting. In addition, on July 15, 2005, we acquired all of the outstanding membership interests in CF Martin
Sulphur s general partner. Thus, we now control the management of CF Martin Sulphur and will conduct its day-to-day
operations. Subsequent to the acquisition, CF Martin Sulphur is a wholly owned partnership which is included in the
consolidated financial presentation of our sulfur segment.

Prior to July 15, 2005, we were both an important supplier to and customer of CF Martin Sulphur. We chartered
one of our offshore tug/barge tanker units to CF Martin Sulphur for a guaranteed daily rate, subject to certain
adjustments. This charter had an unlimited term but may be cancelled by CF Martin Sulphur upon 90 days notice. CF
Martin Sulphur paid to have this tug/barge tanker unit reconfigured to carry molten sulfur. In the event CF Martin
Sulphur terminated this charter agreement, we would have been obligated to reimburse CF Martin Sulphur for a
portion of such reconfiguration costs.

As a result of the July 15, 2005 acquisition of all the outstanding interests in CF Martin Sulphur this contingent
obligation has been terminated.
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Results of Operations

The combined results of operations for the year ended December 31, 2002, have been derived from the combined

financial statements of Martin Midstream Partners Predecessor for the period from January 1, 2002 through

November 5, 2002 and the consolidated financial statements of Martin Midstream Partners, L.P. for the period from
November 6, 2002 through December 31, 2002. The results of operations for the years ended December 31, 2003 and
2004 and the nine months ended September 30, 2004 and 2005 have been derived from the consolidated financial
statements of Martin Midstream Partners L.P.

Revenues:
Terminalling
Marine transportation
Product sales:
LPG distribution
Sulfur
Fertilizer
Terminalling and storage

Total revenues

Costs and expenses:
Cost of products sold:
LPG distribution
Sulfur
Fertilizer
Terminalling and storage

Expenses:
Operating expenses
Selling, general and
administrative
Depreciation and amortization
Total costs and expenses
Other operating income

Operating income

Other income (expense):

Table of Contents

Year Ended December 31
2004 2003 2002
(In thousands)

17,919 $ 6,921 $ 5,158
34,780 26,342 24,440
203,427 133,038 92,408
29,780 26,296 27,900

8,238 134
241,445 159,468 120,308
294,144 192,731 149,906
197,859 128,055 87,189
25,342 22,730 24,137

6,775 107
229,976 150,892 110,946
34,475 21,590 20,578
6,198 4,986 5,318
8,766 4,765 4,488
279,415 182,233 141,330

589
14,729 11,087 8,576

Nine Months Ended
September 30
2005 2004
(Unaudited)
16,858 $ 12,623
26,634 25,079
199,487 136,349
17,743
25,980 22,397
7,114 6,063
250,324 164,809
293,816 202,511
192,187 132,467
12,030
21,955 19,434
5,969 4,991
232,141 156,892
32,778 24,995
5,420 4,672
8,672 6,276
279,011 192,835
14,805 9,676

72



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 424B5

Equity in earnings of

unconsolidated entities 912 2,801 3,164 222 532
Interest expense (3,326) (2,001) (3,628) (3,834) (2,338)
Other, net 11 94 47 127 52
Total other income (expense) (2,403) 894 417) (3,485) (1,754)
Income before income taxes 12,326 11,981 8,159 11,320 7,922
Income taxes 1,959
Net income $ 12,326 $ 11,981 $ 6,200 $ 11,320 $ 7,922
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Prior to November 6, 2002, our consolidated and combined financial statements reflected our operations as being
subject to income taxes. Subsequent to November 6, 2002, we are not subject to income taxes due to our partnership
structure. Therefore, we believe a more meaningful comparison of the results of our operations is income before
income taxes.

Our effective income tax rates for the period from January 1, 2002 through November 5, 2002, the nine months
ended September 30, 2002, was 37%. Our effective income tax rates for the periods we were taxable differed from the
federal tax rate of 34% primarily as a result of state income taxes and the non-deductibility of certain goodwill
amortization for book purposes.

We evaluate segment performance on the basis of operating income, which is derived by subtracting cost of
products sold, operating expenses, selling, general and administrative expenses, and depreciation and amortization
expense from revenues. The following table sets forth our operating income by segment, and equity in earnings of
unconsolidated entities, for the nine months ended September 30, 2005 and 2004 and the years ended December 31,
2004, 2003, and 2002.

Nine Months Ended
Year Ended December 31, September 30,
2004 2003 2002 2005 2004
(Unaudited)
(In thousands)
Terminalling and storage $ 6,749 $ 3,818 $ 2,328 $ 6274 $ 4,534
Marine transportation 5,827 4,693 3,858 2,465 4,118
Natural gathering, processing and LPG
distribution 3,080 2,456 2,237 4,675 1,961
Sulfur 1,991
Fertilizer 1,839 1,808 1,164 1,924 997
Indirect selling, general, and
administrative expenses (2,766) (1,688) (1,011) (2,524) (1,934)
Operating income $ 14,729 $ 11,087 $ 8,576 $ 14,805 $ 9,676
Equity in earnings of unconsolidated
entities $ 912 $ 2801 $ 3,164 $ 222 $ 532

Our results of operations are discussed on a comparative basis below. We discuss items we do not allocate on a
segment basis, such as equity in earnings of unconsolidated entities, interest expense, income tax expenses, and
indirect selling, general and administrative expenses, after the comparative discussion of our results within each
segment.

Nine Months Ended September 30, 2005 Compared to the Nine Months Ended September 30, 2004

Our total revenues were $293.8 million for the nine months ended September 30, 2005 compared to
$202.5 million for the nine months ended September 30, 2004, an increase of $91.3 million, or 45%. Our cost of
products sold was $232.1 million for the nine months ended September 30, 2005 compared to $156.9 million for the
nine months ended September 30, 2004, an increase of $75.2 million or 48%. Our total operating expenses were
$32.8 million for the nine months ended September 30, 2005 compared to $25.0 million for the nine months ended
September 30, 2004, an increase of $7.8 million, or 31%.

Our total selling, general and administrative expenses were $5.4 million for the nine months ended September 30,
2005 compared to $4.7 million for the nine months ended September 30, 2004, an increase of $0.7 million, or 15%.
Total depreciation and amortization was $8.7 million for the nine months ended September 30, 2005 compared to
$6.3 million for the nine months ended September 30, 2004, an increase of $2.4 million or 38%. Our operating income
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was $14.8 million for the nine months ended September 30, 2005 compared to $9.7 million for the nine months ended
September 30, 2004, an increase of $5.1 million, or 53%.
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The results of operations are described in greater detail on a segment basis below.

Terminalling and Storage Segment. The following table summarizes our results of operations in our terminalling
and storage segment.

Nine Months Ended
September 30,
2005 2004
(In thousands)
(Unaudited)
Revenues:

Services $ 16,858 $ 12,623
Products 7,114 6,063
Total revenues 23,972 18,686
Cost of products sold 5,969 4,991
Operating expenses 8,198 6,148
Operating margin 9,805 7,547
Selling, general and administrative expenses 220 396
Depreciation and amortization 3,311 2,617
Operating income $ 6,274 $ 4,534

Revenues. Our terminalling and storage revenues increased $5.3 million, or 28%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004. This increase was due to additional
revenue generated from the Neches terminal assets we acquired in June 2004. These assets contributed additional
revenue of $2.1 million for the first nine months of 2005 compared to the first nine months of 2004. We also
experienced increased terminal volume throughput and increased pricing, primarily at both of our full service and our
fuel and lubricants terminals. These terminals accounted for an increase of $2.0 million in service revenues and
$1.1 million in products revenue.

Cost of products sold. Our cost of products increased $1.0 million, or 20%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004. This increase was a result of increases
in the price paid for lubricants for the first nine months of 2005 compared to the same period in 2004.

Operating expenses. Operating expenses increased $2.1 million, or 33%, for the nine months ended September 30,
2005 compared to the nine months ended September 30, 2004. Of this increase, $1.4 million was a result of the
additional operating expenses for the Neches terminal asset acquisition. Also included in this increase is our
recognition of a $0.6 million estimated loss during the third quarter of 2005, which approximates our hurricane
deductibles under our applicable insurance policies. These losses were a result of Hurricanes Katrina and Rita. We
experienced flood damage at six of our terminals and wind damage at three other terminal locations. In connection
with such casualty losses, we recorded a $1.2 million non-cash impairment charge equal to the net book value of the
damaged assets and a corresponding receivable for the expected recovery under our applicable insurance policies, thus
resulting in no financial statement impact.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.2 million,
or 44%, for the nine months ended September 30, 2005 compared to the nine months ended September 30, 2004. This
was primarily a result of net bad debt recoveries experienced in the first nine months of 2005 compared to net bad
debt expense incurred in the first nine months of 2004.
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Depreciation and amortization. Depreciation and amortization increased $0.7 million, or 26%, for the nine months
ended September 30, 2005 compared to the nine months ended September 30, 2004. This increase was primarily a
result of the Neches terminal asset acquisition.
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In summary, terminalling and storage operating income increased $1.7 million, or 38%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004.

Marine Transportation Segment. The following table summarizes our results of operations in our marine
transportation segment.

Nine Months Ended
September 30,
2005 2004
(In thousands)
(Unaudited)

Revenues $ 26,634 $ 25,079
Operating expenses 20,288 17,977
Operating margin 6,346 7,102
Selling, general and administrative expenses 215 118
Depreciation and amortization 3,666 2,866
Operating income $ 2,465 $ 4,118

Revenues. Our marine transportation revenues increased $1.6 million, or 6%, for the nine months ended
September 30, 2005, compared to the nine months ended September 30, 2004. Our inland marine assets, coupled with
leased inland marine assets, generated an additional $3.2 million in revenue due to stronger customer demand, higher
equipment utilization, and charging our inland customers the increase in our fuel costs. Partially offsetting this inland
revenue increase was a $0.3 million decrease in offshore revenues as a result of decreased utilization. Because the
majority of our inland equipment is on time charter, the impact of Hurricanes Katrina and Rita was minor.

Intersegment sales of $1.2 million from our marine transportation segment to our sulfur segment were eliminated,
reducing reported marine transportation revenue by this amount. Our sulfur segment accounted for these costs in
operating expense. This intersegment charge has been eliminated from our sulfur segment s operating expenses. Prior
to July 15, 2005, we owned an unconsolidated, non-controlling 49.5% limited partnership interest in CF Martin
Sulphur, which was accounted for using the equity method of accounting. As of July 15, 2005, CF Martin is now one
of our wholly owned subsidiaries. As a result, all intercompany transactions are eliminated in consolidation.

Operating expenses. Operating expenses increased $2.3 million, or 13%, for the nine months ended September 30,
2005 compared to the nine months ended September 30, 2004. The increase was a result of increased operating costs,
including leased operating equipment and fuel expenses.

Selling, general and administrative costs. Selling, general and administrative expenses increased $0.1 million, or
82%, for the nine months ended September 30, 2005 compared to the nine months ended September 30, 2004.

Depreciation and amortization. Depreciation and amortization increased $0.8 million, or 28%, for the nine months
ended September 30, 2005 compared to the nine months ended September 30, 2004. This increase was due primarily
to maintenance capital expenditures made in the last 12 months.

In summary, our marine transportation operating income decreased $1.7 million, or 40%, for the nine months
ended September 30, 2005 compared to the nine months ended September 30, 2004. Without the new intersegment
revenue eliminations resulting from the establishment of our sulfur segment, operating income would have only
decreased $0.5 million, or 12%, for the nine months ended September 30, 2005 compared to the nine months ended
September 30, 2004.
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Natural Gas Gathering, Processing and LPG Distribution Segment. The following table summarizes our results
of operations in our natural gas gathering, processing and LPG distribution segment.

Nine Months Ended
September 30,
2005 2004
(In thousands)
(Unaudited)

Revenues $ 199,487 $ 136,349
Cost of products sold 192,187 132,467
Operating expenses 1,555 870
Operating margin 5,745 3,012
Selling, general and administrative expenses 905 967
Depreciation and amortization 165 84
Operating income $ 4,675 $ 1,961
LPG Volumes (gallons) 185,927 160,691

Revenues. Our LPG distribution revenues increased $63.1 million, or 46%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004. Our average sales price increased 26%
for the first nine months of 2005 compared to the first nine months of 2004. This increase was due to a general
increase in the prices of LPG s. Sales volume increased 16% as a result of increased demand for both industrial
customers and retail propane customers.

Cost of products sold. Our cost of products sold increased $59.7 million, or 45%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004. This increase was less than our increase
in LPG revenues, as we were able to increase our per gallon margins. Much of this margin increase was the result of
rapid LPG price increases that occurred in the third quarter of 2005. These rapid price increases were the result of
Hurricanes Katrina and Rita.

Operating expenses. Operating expenses increased $0.7 million, or 79%, for the nine months ended September 30,
2005 compared to the nine months ended September 30, 2004. This increase was primarily a result of our East Texas
pipeline acquisition which occurred in January 2005.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.1 million,
or 6%, for the nine months ended September 30, 2005 compared to the nine months ended September 30, 2005.

Depreciation and amortization. Depreciation and amortization increased $0.1 million, or 96%, for the nine months
ended September 30, 2005 compared to the nine months ended September 30, 2004. This increase was primarily a
result of our East Texas pipeline acquisition which occurred in January 2005.

In summary, our LPG distribution operating income increased $2.7 million, or 138%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004.

S-50

Table of Contents 80



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 424B5

Table of Contents

Sulfur Segment. The following table summarizes our results of operations in our sulfur segment.

Nine Months Ended
September 30,
2005 2004
(In thousands)
(Unaudited)
Revenues $ 17,743 $
Cost of products sold 12,030
Operating margin 5,713
Operating expenses 2,737
Selling, general and administrative expenses 299
Depreciation and amortization 686
Operating income $ 1,991 $
Sulfur Volumes (tons) 261.0

Our sulfur segment was established in April 2005, as a result of the acquisition of the Bay Sulfur assets and the
beginning of construction of a sulfur priller. On July 15, 2005, we purchased the equity interests of CF Martin Sulphur
not owned by us. Since that date, the results of CF Martin have been included in the results reported in the above
table. Prior to July 15, 2005, we owned an unconsolidated non-controlling 49.5% limited partnership interest in CF
Martin Sulphur, which was accounted for using the equity method of accounting. CF Martin Sulphur is now a
wholly-owned subsidiary. As a result, all intercompany transactions are eliminated in consolidation.

Intersegment expense of $1.2 million, which is the charge from our marine transportation segment to our sulfur
segment for the charter of one offshore tug/barge tanker unit, was eliminated from our sulfur segment s operating
expenses.

Fertilizer Segment. The following table summarizes our results of operations in our fertilizer segment.

Nine Months Ended
September 30.
2005 2004
(In thousands)
(Unaudited)

Revenues $ 25,980 $ 22,397
Cost of products sold and operating expenses 21,955 19,434
Operating margin 4,025 2,963
Selling, general and administrative expenses 1,257 1,257
Depreciation and amortization 844 709
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Operating income $ 1,924 $ 997

Fertilizer Volumes (tons) 112.7 118.9

Revenues. Our fertilizer revenues increased $3.6 million, or 16%, for the nine months ended September 30, 2005
compared to the nine months ended September 30, 2004. Our sales price per ton increased 22% as a result of selling
our higher priced premium products in the third quarter of 2005. In 2004, these sales were made in the fourth quarter.
Also, we were able to pass through increased raw material costs, contributing to our sales price per ton increase. These
price increases were partially offset by a 5% decrease in volume sold. Unfavorable weather conditions in some of our
marketing areas contributed to this volume decrease.
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Cost of products sold and operating expenses. Our cost of products sold and operating expenses increased
$2.5 million, or 13%, for the nine months ended September 30, 2005 compared to the nine months ended
September 30, 2004. This increase was due to a 19% increase in our cost per ton of products sold. This increased cost
per ton was a result of selling our higher cost premium products and also a result of price increases of our raw
materials. We experienced a 5% decrease in volume sold, which partially offset this increase in our cost per ton of
fertilizer products sold.

Selling, general and administrative expenses. Selling, general and administrative expenses were approximately the
same for both nine month periods.

Depreciation and amortization. Depreciation and amortization expenses increased $0.1 million, or 19%, for the
nine months ended September 30, 2005 compared to the nine months ended September 30, 2004.

In summary, our fertilizer operating income increased $0.9 million, or 93%, for the nine months ended
September 30, 2005 compared to the nine months ended September 30, 2004.

Statement of Operations Items as a Percentage of Revenues. Our cost of products sold, operating expenses,
selling, general and administrative expenses, and depreciation and amortization as a percentage of revenues for the
three months and nine months ended September 30, 2005 and 2004 are as follows:

Three Months Nine Months
Ended Ended
September 30, September 30,
2005 2004 2005 2004

Revenues 100% 100% 100% 100%
Cost of products sold 78% 77% 79% 77%
Operating expenses 13% 12% 11% 12%
Selling, general and administrative expenses 1% 2% 2% 2%
Depreciation and amortization 3% 3% 3% 3%

Equity in Earnings of Unconsolidated Entities. For the nine months ended September 30, 2005 and 2004, equity
in earnings of unconsolidated entities relates to our unconsolidated non-controlling 49.5% limited partner interest in
CF Martin Sulphur until the acquisition of the interest therein not owned by us on July 15, 2005. Equity in earnings of
unconsolidated entities for the period January 1, 2005 through July 14, 2005 decreased $0.2 million, or 58%, from the
nine months ended September 30, 2004.

On July 15, 2005, we acquired all of the remaining interest in CF Martin Sulphur not owned by us from CF
Industries, Inc. and certain subsidiaries of Martin Resource Management. Prior to this transaction, our unconsolidated
non-controlling 49.5% limited partnership interest in CF Martin Sulphur was accounted for using the equity method of
accounting. Subsequent to the acquisition, CF Martin Sulphur is a wholly-owned subsidiary and is included in our
consolidated financial statements and in our sulfur segment.

Prior to July 15, 2005, equity in earnings of CF Martin Sulfur included amortization of the difference between our
book investment in the partnership and our related underlying equity balance. Such amortization amounted to
$0.3 million for the period January 1, 2005 through July 14, 2005 compared to $0.4 million for the nine months ended
September 30, 2004.

Interest Expense. Our interest expense for all operations was $3.8 million for the nine months ended
September 30, 2005 compared to $2.3 million for the nine months ended September 30, 2004, an increase of
$1.5 million, or 64%. This increase was primarily due to an increase in average debt outstanding and an increase in
interest rates in the first nine months of 2005 compared to the first nine months in 2004.

Indirect Selling, General and Administrative Expenses. Indirect selling, general and administrative expenses
were $2.5 million for the nine months ended September 30, 2005 compared to $1.9 million for the nine months ended
September 30, 2004, an increase of $0.6 million or 31%. The increase was primarily due to increased overhead
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to implementation of procedures under the Sarbanes-Oxley and costs related to potential acquisitions which failed to
materialize.

Martin Resource Management allocates to us a portion of its indirect selling, general and administrative expenses
for services such as accounting, treasury, clerical billing, information technology, administration of insurance,
engineering, general office expenses and employee benefit plans and other general corporate overhead functions we
share with Martin Resource Management retained businesses. This allocation is based on the percentage of time spent
by Martin Resource Management personnel that provide such centralized services. Generally accepted accounting
principles also permit other methods for allocating these expenses, such as basing the allocation on the percentage of
revenues contributed by a segment. The allocation of these expenses between Martin Resource Management and us is
subject to a number of judgments and estimates, regardless of the method used. We can provide no assurances that our
method of allocation, in the past or in the future, is or will be the most accurate or appropriate method of allocating
these expenses. Other methods could result in a higher allocation of selling, general and administrative expenses to us,
which would reduce our net income. Under our omnibus agreement with Martin Resource Management, the
reimbursement amount with respect to indirect general and administrative and corporate overhead expenses was
capped at $2.0 million for the year ending October 31, 2004. For each of the subsequent three years, this amount may
be increased by no more than the percentage increase in the consumer price index and is also subject to adjustment for
expansions of our operations. Effective January 2004, the cap was increased from $1.0 million to $2.0 million to
account for the additional operations acquired in acquisitions, including the Tesoro Marine acquisition. In addition,
our general partner has the right to agree to increases in this cap in connection with expansions of our operations
through the acquisition or construction of new assets or businesses. Martin Resource Management allocated indirect
selling, general and administrative expenses of $0.9 million for the nine months ended September 30, 2005 compared
to $0.8 million for the nine months ended September 30, 2004.

Year Ended December 31, 2004 Compared to the Year Ended December 31, 2003

Our total revenues were $294.1 million for the year ended December 31, 2004 compared to $192.7 million for the
year ended December 31, 2003, an increase of $101.4 million, or 53%. Our cost of products sold was $230.0 million
for the year ended December 31, 2004 compared to $150.9 million for the year ended December 31, 2003, an increase
of $79.1 million, or 52%. Our total operating expenses were $34.5 million for the year ended December 31, 2004
compared to $21.6 million for the year ended December 31, 2003, an increase of $12.9 million, or 60%.

Our total selling, general and administrative expenses were $6.2 million for the year ended December 31, 2004
compared to $5.0 million for the year ended December 31, 2003, an increase of $1.2 million, or 24%. Total
depreciation and amortization was $8.8 million for the year ended December 31, 2004 compared to $4.8 million for
the year ended December 31, 2003, an increase of $4.0 million, or 84%. Other operating income in 2003 solely
consisted of a gain of $0.6 million related to an involuntary conversion of assets. Our operating income was
$14.7 million for the year ended December 31, 2004 compared to $11.1 million for the year ended December 31,
2003, an increase of $3.6 million, or 33%.

The results of operations are described in greater detail on a segment basis below.
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Terminalling and Storage Segment. The following table summarizes our results of operations in our terminalling
and storage segment.

Years Ended
December 31,
2004 2003
(In thousands)
Revenues:

Services $ 17,919 $ 6,921
Products 8,238 134
Total Revenues 26,157 7,055
Cost of products sold 6,775 107
Operating expenses 8,494 2,141
Operating margin 10,888 4,807
Selling, general and administrative expenses 399 452
Depreciation and amortization 3,740 537
Operating income $ 6,749 $ 3,818

Revenues. Our terminalling and storage revenues increased $19.1 million, or 271%, for the year ended
December 31, 2004 compared to the year ended December 31, 2003. This increase was primarily due to additional
revenue generated by the Tesoro Marine assets we acquired in December 2003. These assets accounted for
$8.3 million in terminalling and storage service revenues and $8.2 million in lubricant products sales in 2004. These
assets contributed $0.3 million in revenue in 2003. During 2004, we also had increased revenues of $2.8 million from
the Neches terminal acquisition.

Cost of products sold. Our cost of products sold was $6.8 million for the year ended December 31, 2004 compared
to $0.1 million for the year ended December 31, 2003. This amount represents lubricant cost of products sold as a
result of the Tesoro Marine acquisition in December 2003.

Operating expenses. Operating expenses increased $6.4 million, or 297%, for the year ended December 31, 2004
compared to the year ended December 31, 2003. This increase was primarily a result of additional operating expenses
of $4.6 million from the Tesoro Marine asset acquisition, and $1.3 million from the Neches terminal acquisition.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.1 million,
or 12%, for the year ended December 31, 2004 compared to the year ended December 31, 2003.

Depreciation and amortization. Depreciation and amortization increased $3.2 million, or 596%, for the year ended
December 31, 2004 compared to the year ended December 31, 2003. This increase was a result of the Tesoro Marine
asset acquisition and the Neches terminal acquisition.

In summary, terminalling and storage operating income increased $2.9 million or 77%, for the year ended
December 31, 2004 compared to the year ended December 31, 2003.
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Marine Transportation Segment. The following table summarizes our results of operations in our marine
transportation segment.

Years Ended
December 31,
2004 2003

(In thousands)
Revenues $ 34,780 $ 26,342
Operating expenses 24,796 18,135
Operating margin 9,984 8,207
Selling, general and administrative expenses 175 305
Depreciation and amortization 3,982 3,209
Operating income $ 5,827 $ 4,693

Revenues. Our marine transportation revenues increased $8.5 million, or 32%, for the year ended December 31,
2004 compared to the year ended December 31, 2003. A revenue increase of $6.2 million was generated as a result of
marine transportation assets acquired from Tesoro Marine and other parties in the fourth quarter of 2003. Inland
marine assets we operated in both years generated an additional revenue increase of $1.8 million. We also leased
additional inland equipment which generated incremental revenue of $2.0 million. The total increase in inland
revenues was a result of increased business volume and also a result of charging our inland customers the increase in
our fuel costs. Offsetting these increases in inland revenue was a decrease of $1.6 million in offshore revenues. This
was a result of our offshore asphalt tow undergoing repairs for over two months during this period as well as
decreased demand for its services in the second and third quarter due to softness in the asphalt markets in which we
operate. Also, the four hurricanes which impacted the Gulf of Mexico and Florida in the third quarter of 2004
negatively impacted our revenues by $0.4 million.

Operating expenses. Operating expenses increased $6.7 million, or 37%, for the year ended December 31, 2004
compared to the year ended December 31, 2003. An increase of $4.8 million was primarily a result of marine
transportation assets acquired from Tesoro Marine and other parties in the fourth quarter of 2003. The remaining
increase was a result of increased operating costs, including leased operating equipment and fuel expenses. A portion
of these increased costs were a result of having to relocate marine transportation assets out of the path of the four
hurricanes that impacted the Gulf of Mexico and Florida in the third quarter of 2004.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.1 million,
or 43%, for the year ended December 31, 2004 compared to the year ended December 31, 2003.

Depreciation and amortization. Depreciation and amortization increased $0.8 million, or 24%, for the year ended
December 31, 2004 compared to the year ended December 31, 2003. This increase was due to acquisitions made in the
fourth quarter of 2003 and capital expenditures made in 2004.

In summary, our marine transportation operating income increased $1.1 million, or 24%, for the year ended
December 31, 2004 compared to the year ended December 31, 2003.
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Natural Gas Gathering, Processing and LPG Distribution Segment. The following table summarizes our results
of operations in our natural gas gathering, processing and LPG distribution segment.

Years Ended
December 31,

2004 2003
(In thousands)

Revenues $ 203,427 $ 133,038
Cost of products sold 197,859 128,055
Operating expenses 1,185 1,314
Operating margin 4,383 3,669
Selling, general and administrative expenses 1,200 1,100
Depreciation and amortization 103 113
Operating income $ 3,080 $ 2,456
LPG Volumes (gallons) 226,565 192,478

Revenues. Our LPG distribution revenues increased $70.4 million, or 53%, for the year ended December 31, 2004
compared to the year ended December 31, 2003. Our sales volume increased 18% as a result of increased demand
from industrial customers and increased sales to retail propane customers, as we improved our market share in certain
portions of our marketing area. Also, our average sales price per gallon was 30% higher in 2004 compared to 2003.
This price increase was due to a general increase in the prices of LPGs.

Costs of product sold. Our cost of products increased $69.8 million, or 55%, for the year ended December 31,
2004 compared to the year ended December 31, 2003. This increase was due to a general increase in the prices of
LPG s. Our gross margin per gallon remained approximately the same for both periods.

Operating expenses. Operating expenses declined $0.1 million, or 10%, for the year ended December 31, 2004
compared to the year ended December 31, 2003.

Selling, general and administrative expenses. Selling, general and administrative expenses increased $0.1 million,
or 9%, for the year ended December 31, 2004 compared to the year ended December 31, 2003.

Depreciation and amortization. Depreciation and amortization was approximately the same for both years.

In summary, our LPG distribution income increased $0.6 million, or 25%, for the year ended December 31, 2004
compared to the year ended December 31, 2003.
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Fertilizer Segment. The following table summarizes our results of operations in our fertilizer segment.

Years Ended
December 31,
2004 2003

(In thousands)
Revenues $ 29,780 $ 26,296
Cost of products sold and operating expenses 25,342 22,730
Operating margin 4,438 3,566
Selling, general and administrative expenses 1,658 1,441
Depreciation and amortization 941 906
$ 1,839 $ 1,219
Other operating income 589
Operating income $ 1,839 $ 1,808
Fertilizer Volumes (tons) 146.2 144.9

Revenues. Our fertilizer revenues increased $3.5 million, or 13%, for the year ended December 31, 2004 compared
to the year ended December 31, 2003. We experienced a 12% increase in our average sales prices, as we were able to
pass through increased raw material costs. Our sales volume also increased by 1%.

Costs of products sold and operating expense. Our cost of products sold and operating expense increased
$2.6 million, or 11%, for the year ended December 31, 2004 compared to the year ended December 31, 2003. This
increase was due to an 11% increase in our cost per ton of fertilizer products sold, as well as a 1% increase in sales
volume. The increased cost per ton was a result of price increases in raw materials.

Selling, general and administrative expenses. Selling, general and administrative expenses increased $0.2 million,
or 15%, for the year ended December 31, 2004 compared to the year ended December 31, 2003.

Depreciation and amortization. Depreciation and amortization was approximately the same for both years.

Other operating income. Other operating income in 2003 solely consisted of a gain of $0.6 million related to an
involuntary conversion of assets.

In summary, our fertilizer operating income was approximately the same for both years.

Statement of Operations Items as a Percentage of Revenues. In the aggregate, our cost of products sold,
operating expenses, selling, general and administrative expenses, and depreciation and amortization have remained
relatively constant as a percentage of revenues for the years ended December 31, 2004 and
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December 31, 2003. The following table summarizes, on a comparative basis, these items of our statement of
operations as a percentage of our revenues.

Years Ended
December 31,

2004 2003
(In thousands)
Revenues 100% 100%
Cost of products sold 78% 78%
Operating expenses 12% 11%
Selling, general and administrative expenses 2% 3%
Depreciation and amortization 3% 2%

Equity in Earnings of Unconsolidated Entities. For the years ended December 31, 2004 and 2003, equity in
earnings of unconsolidated entities relates to our unconsolidated non-controlling 49.5% limited partner interest in CF
Martin Sulphur.

Equity in earnings of unconsolidated entities for 2004 of $0.9 million decreased $1.9 million, or 67%, from the
same period in 2003. As a result, we have recorded a negative investment in CF Martin Sulphur of $750,000 which we
expect to recover through future earnings. This decrease was the result of a 16% decline in volume sold and a decline
in the operating margin. The decrease in volume sold was a result of reduced demand by a certain customer in the
second quarter of 2004 and a reduction of sulfur supply available for sale in the first quarter of 2004. The decline in
operating margin was a result of decreased utilization of CF Martin Sulphur s barge transportation system in the third
quarter of 2004 due to the four hurricanes that impacted the Gulf of Mexico and Florida. Due to these factors, the cash
distributions we received from CF Martin Sulphur decreased by $1.6 million in 2004 compared to 2003. For 2004 we
received cash distributions of $2.0 million. For the same period in 2003, we received cash distributions of
$3.6 million.

Equity in earnings of CF Martin Sulphur includes amortization of the difference between our book investment in
the partnership and our related underlying equity balance. Such amortization amounted to $0.5 million for both years.

CF Martin Sulphur was not in compliance with the minimum EBITDA covenant for the second and third quarters
of 2004 under its credit facility with Harris Trust and Savings Bank. The bank agreed to waive CF Martin Sulphur s
non-compliance with such covenant as of June 30, 2004 and September 30, 2004. On October 29, 2004, CF Martin
Sulphur and the Bank replaced the minimum EBITDA covenant with a cash flow leverage covenant and amended the
maturity date of such credit facility to March 31, 2007. CF Martin was in compliance with this new covenant at
December 31, 2004 and we believe that CF Martin Sulphur will maintain compliance with such amended covenant.

Interest Expense. Our interest expense for all operations was $3.3 million for 2004 compared to $2.0 million for
2003, an increase of $1.3 million, or 66%. This increase was primarily due to an increase in average debt outstanding
and an increase in interest rates in 2004 compared to 2003. Additionally, there was an increase in amortization of
deferred debt costs of $0.4 million for 2004 compared to 2003.

Indirect Selling, General and Administrative Expenses. Indirect selling, general and administrative expenses
were $2.8 million for 2004 compared to $1.7 million for 2003, an increase of $1.1 million or 64%. This increase was
primarily due to increased overhead allocation of $0.3 million from MRMC and increased costs related to complying
with the requirements of the Sarbanes-Oxley Act of 2002.

Martin Resource Management allocated to us a portion of its indirect selling, general and administrative expenses
for services such as accounting, treasury, clerical billing, information technology, administration of insurance,
engineering, general office expense and employee benefit plans and other general corporate overhead functions we
share with the Martin Resource Management retained businesses. This allocation is based on the percentage of time
spent by Martin Resource Management personnel that provide such centralized services. Generally accepted
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allocation these expenses, such as basing the allocation on the percentage of revenues contributed by a segment. The
allocation of these expenses between Martin Resource Management and us is subject to a number of judgments and
estimates, regardless of the method used. We can provide no assurances that our method of allocation, in the past or in
the future, is or will be the most accurate or appropriate method of allocation these expenses. Other methods could
result in a higher allocating of selling, general and administrative expense to us, which would reduce our net income.
Under the omnibus agreement, the reimbursement amount with respect to indirect general and administrative and
corporate overhead expenses was capped at $2.0 million for the 12 month period ending October 31, 2004. For each
of the subsequent three years, this amount may be increased by no more than the percentage increase in the consumer
price index and is also subject to adjustment for expansions of our operations. Effective January 2004, the cap was
increased from $1.0 million to $2.0 million to account for the additional operations acquired in acquisitions, including
the Tesoro Marine acquisition. In addition, our general partner has the right to agree to increases in this cap in
connection with expansions of our operations through the acquisitions or construction of new assets or businesses.
Martin Resource Management allocated indirect selling, general and administrative expenses of $1.1 million for the
year ended December 31, 2004 compared to $0.7 million for the year ended December 31, 2003.

Year Ended December 31, 2003 Compared to Year Ended December 31, 2002

Our total revenues were $192.7 million in 2003 compared to $149.9 million in 2002, an increase of $42.8 million,
or 29%. Our cost of products sold was $150.9 million in 2003 compared to $110.9 million in 2002, an increase of
$40.0 million, or 36%. Our total operating expenses were $21.6 million in 2003 compared to $20.6 million in 2002, an
increase of $1.0 million, or 5%.

Our total selling, general and administrative expenses were $5.0 million in 2003 compared to $5.3 million in 2002,
a decrease of $0.3 million, or 6%. Depreciation and amortization was $4.8 million in 2003 compared to $4.5 million
in 2002, an increase of $0.3 million, or 6%. Other operating income in 2003 solely consisted of a gain of $0.6 million
related to an involuntary conversion of assets. Our operating income was $11.1 million in 2003 compared to
$8.6 million in 2002, an increase of $2.5 million, or 29%.

These results of operations are discussed in greater detail on a segment basis below.

Terminalling and Storage Segment. The following table summarizes our results of operations in our terminalling
segment.

Years Ended
December 31,

2003 2002
(In thousands)
Revenues:
Services $ 6921 $ 5,158
Products 134
Total Revenues 7,055 5,158
Cost of products sold 107
Operating expenses 2,141 1,724
Operating margin 4,807 3,434
Selling, general and administrative expenses 452 723
Depreciation and amortization 537 383
Operating income $ 3,818 $ 2,328
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contracts at our Tampa terminal. Additionally, the Tesoro Marine asset acquisition, which occurred in late December
2003, generated service revenues of $0.2 million and product sales, which consisted primarily of lubricants, of
$0.1 million.

Cost of products sold. Our cost of products sold was $0.1 million for 2003, which approximated our product sales.

Operating expenses. Our operating expenses increased $0.4 million, or 24%, in 2003 compared to 2002. This
increase was due primarily to increased gas utility expense.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.3 million,
or 37%, in 2003 compared to 2002.

Depreciation and amortization. Depreciation and amortization increased $0.2 million, or 40%, in 2003 compared
to 2002.

In summary, our terminalling and storage operating income increased $1.5 million, or 64%, in 2003 compared to
2002.

Marine Transportation Segment. The following table summarizes our results of operations in our marine
transportation segment.

Years Ended
December 31,
2003 2002

(In thousands)
Revenues $ 26,342 $ 24440
Operating expenses 18,135 17,201
Operating margin 8,207 7,239
Selling, general and administrative expenses 305 524
Depreciation and amortization 3,209 2,857
Operating income $ 4,693 $ 3,858

Revenues. Our marine transportation revenues increased $1.9 million, or 8%, in 2003 compared to 2002.
Approximately $0.5 million of this increase was due to two offshore barge units that were fully utilized in 2003. These
units were in the shipyard in the first quarter of 2002. One of the offshore barge units was in the shipyard during 2002
while being converted from fuel oil service to sulfur service. This unit is currently fully utilized under a term contract
with CF Martin Sulphur. The other offshore barge unit was in the shipyard during the first quarter of 2002 for routine
repairs and maintenance. We also experienced an increase in revenues of $1.1 million as a result of increased daily
rates realized by our inland barge fleet as there was increased demand by industrial users of fuel oil as this product
was an economic substitute for higher cost natural gas. Finally, our marine acquisitions, which occurred in the fourth
quarter of 2003, generated $0.3 million of additional inland revenue.

Operating expenses. Operating expenses increased $0.9 million, or 5%, in 2003 compared to 2002. Reduced
maintenance and lease expenses of $1.4 million were more than offset by increases in salaries, benefits, fuel, supplies
and other operating expenses.

Selling, general and administrative expenses. Selling, general and administrative expenses decreased $0.2 million,
or 42%, in 2003 compared to 2002.

Depreciation and amortization. Depreciation and amortization increased $0.4 million, or 12%, in 2003 compared
to 2002. This increase was due primarily to depreciation of maintenance capital expenditures made during 2002.

In summary, our marine transportation operating income increased $0.8 million, or 22%, in 2003 compared to
2002.
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Natural Gas Gathering, Processing and LPG Distribution Segment. The following table summarizes our results
of operations in our natural gas gathering, processing and LPG distribution segment.

Years Ended
December 31,

2003 2002
(In thousands)

Revenues $ 133,038 $ 92,408
Cost of products sold 128,055 87,189
Operating expenses 1,314 1,632
Operating margin 3,669 3,587
Selling, general and administrative expenses 1,100 1,040
Depreciation and amortization 113 310
Operating income $ 2,456 $ 2,237
LPG Volumes (gallons) 192,478 179,508

Revenues. Our LPG distribution revenues increased $40.6 million, or 44%, in 2003 compared to 2002. This
increase was due to both volume and price increases. Our volume for the year ended December 31, 2003 was 7%
greater than 2002. The average sales price per gallon was 34% greater for 2003 compared to 2002. The increase in
both volume and price was a result of an industry-wide increase in demand for LPGs during the first quarter of 2003
compared to the first quarter of 2002 because of colder temperatures during the first quarter of 2003. This increased
price generally maintained itself throughout 2003.

Cost of products sold. Our cost of products sold increased $40.9 million, or 47%, in 2003 compared to 2002,
which approximated our increase in sales. Our LPG cost per gallon increased approximately 37% due to colder
temperatures, which resulted in an industry-wide increase in demand for LPGs in the first quarter of 2003 compared to
the first quarter of 2002.

Operating expenses. Operating expenses decreased $0.3 million, or 19%, in 2003 compared to 2002.

Selling, general and administrative expenses. Selling, general and administrative expenses were approximately the
same for both years.

Depreciation and amortization. Depreciation and amortization was decreased $0.2 million, or 64%, in 2003
compared to 2002.

In summary, our LPG distribution operating income increased $0.2 million, or 10%, in 2003 compared to 2002.
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Fertilizer Segment. The following table summarizes our results of operations in our fertilizer segment.

Years Ended
December 31,
2003 2002

(In thousands)
Revenues $ 26,296 $ 27,900
Cost of products sold and operating expenses 22,730 23,762
Operating margin 3,566 4,138
Selling, general and administrative expenses 1,441 2,036
Depreciation and amortization 906 938
$ 1,219 $ 1,164

Other operating income 589

Operating income $ 1,808 $ 1,164
Fertilizer Volumes (tons) 144.9 158.1

Revenues. Our fertilizer revenues decreased $1.6 million, or 6%, in 2003 compared to 2002. Our sales volume
declined 8% for the year ended December 31, 2003. Volume decrease was the result of the loss of an industrial
customer and adverse weather conditions in one of our marketing regions. Offsetting this decrease was a 3% increase
in the average selling price per ton in 2003 compared to 2002.

Cost of products sold and operating expenses. Our cost of products sold and operating expenses decreased
$1.0 million, or 4%, in 2003 compared to 2002. In 2003, we experienced increased costs of raw materials, some of
which we were not able to pass on to our customers.

Selling, general and administrative expenses. Selling, general, and administrative expenses decreased
$0.6 million, or 29%, in 2003 compared to 2002. This decrease was primarily due to a reduction in personnel and a
reduction in advertising on lawn and garden products.

Depreciation and amortization. Depreciation and amortization was approximately the same for both years.

Other operating income. Other operating income in 2003 consisted solely of a gain of $0.6 million related to an
involuntary conversion of assets.

In summary, our fertilizer operating income increased $0.6 million, or 55%, in 2003 compared to 2002.

Statement of Operations Items as a Percentage of Revenues. In the aggregate, our cost of products sold,
operating expenses, selling, general and administrative expenses, and depreciation and amortization have remained
relatively constant as a percentage of revenues for the years ended December 31, 2003 and December 31, 2002. The
following table summarizes, on a comparative basis, these items of our statement of operations as a percentage of our
revenues.

Years Ended
December 31,

2003 2002
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(In thousands)
100%
78%
11%
3%
2%

100%
74%
14%

4%
3%
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Equity in Earnings of Unconsolidated Entities. Prior to November 6, 2002, equity in earnings of unconsolidated
entities primarily related to our 49.5% unconsolidated non-controlling limited partner interest in CF Martin Sulphur
but also included a 50% interest in a sulfur fungicide joint venture. Subsequent to November 6, 2002, this line item
includes the CF Martin Sulphur investment only, as the interest in the fungicide joint venture was retained by Martin
Resource Management.

Equity in earnings of unconsolidated entities for 2003 of $2.8 million decreased by $0.4 million, or 11%,
compared to 2002. This decrease was a result of reduced volume of products handled during 2003 compared to 2002.
Prior to our initial public offering, we held a 50% interest in a sulfur fungicide joint venture which had a $0.2 million
loss for 2002. This joint venture interest was retained by Martin Resource Management following our initial public
offering. This increase was more than offset by a decrease in equity in earnings from CF Martin Sulphur of
$0.6 million. For the year ended December 31, 2003, we received cash distributions from CF Martin Sulphur of
$3.6 million. For the same period in 2002, we received cash distributions of $0.9 million. Equity in earnings of CF
Martin Sulphur includes amortization of the difference between our book investment in the partnership and our related
underlying equity balance. Such amortization amounted to $0.5 million for both years.

Interest Expense. Our interest expense for all operations was $2.0 million for 2003 compared to $3.6 million for
2002, a decrease of $1.6 million, or 45%. This decrease was primarily due to lower interest rates on our variable rate
debt in 2003 compared to 2002.

Indirect Selling, General and Administrative Expenses. Indirect selling, general and administrative expense was
$1.7 million for 2003 compared to $1.0 million for 2002, an increase of $0.7 million, or 67%. This increase was
primarily due to higher legal fees, accounting fees and other costs associated being a public company.

Martin Resource Management allocates to us a portion of its indirect selling, general and administrative expenses
for services such as accounting, engineering, information technology and risk management. This allocation is based
on the percentage of time spent by Martin Resource Management personnel that provide such centralized services.
Generally accepted accounting principles also permit other methods for allocation of these expenses, such as basing
the allocation on the percentage of revenues contributed by a segment. The allocation of these expenses between
Martin Resource Management and us is subject to a number of judgments and estimates, regardless of the method
used. We can provide no assurances that our method of allocation, in the past or in the future, has been or will be the
most accurate or appropriate method of allocation of these expenses. Other methods could result in a higher allocation
of selling, general and administrative expenses to us, which would reduce our net income. Under the omnibus
agreement, the reimbursement amount with respect to indirect general and administrative and corporate overhead
expenses is capped at $2.0 million for the year period ending October 31, 2004. For each of the subsequent three
years, this amount may be increased by no more than the percentage increase in the consumer price index and is also
subject to adjustment for expansions of our operations. The cap was recently increased from $1.0 million to
$2.0 million to account for the additional operations acquired in recent acquisitions, including the Tesoro Marine asset
acquisition. In addition, our general partner has the right to agree to further increases in connection with expansions of
our operations through the acquisition or construction of new assets or businesses.

Liquidity and Capital Resources

Cash Flows and Capital Expenditures

For the nine months ended September 30, 2005, cash was unchanged as a result of $24.3 million provided by
operating activities, $46.4 million used in investing activities and $22.1 million provided by financing activities. For
the nine months ended September 30, 2004, cash was unchanged as a result of $7.9 million provided by operating
activities, $31.8 million provided by investing activities and $23.9 million used in financing activities.

In 2004, cash increased $0.9 million as a result of $12.8 million provided by operating activities, $34.3 million
used in investing activities and $22.4 million provided by financing activities. In 2003, cash
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increased $0.5 million as a result of $10.3 million provided by operating activities, $27.6 million used in investing
activities and $17.9 million provided by financing activities. In 2002, cash increased $1.7 million as a result of
$5.1 million provided by operating activities, $4.1 million used in investing activities and $0.6 million provided by
financing activities.

For the periods presented, our investing activities consisted primarily of capital expenditures. Generally, our
capital expenditure requirements have consisted, and we expect that our capital requirements will continue to consist,
of:

maintenance capital expenditures, which are capital expenditures made to replace assets to maintain our existing
operations and to extend the useful lives of our assets; and

expansion capital expenditures, which are capital expenditures made to grow our business, to expand and upgrade
our existing marine transportation, terminalling, storage and manufacturing facilities, and to construct new plants,
storage facilities, terminalling facilities and new marine transportation assets.

For the nine months ended September 30, 2005, our investing activities of $46.4 million consisted principally of
capital expenditures and acquisitions. For the nine months ended September 30, 2004, our investing activities of
$31.8 million consisted principally of $1.7 million of cash distributions from an unconsolidated partnership and
$30.1 million of acquisitions, proceeds from sale of property, plant and equipment and capital expenditures.

In 2004, our investing activities consisted primarily of cash paid for acquisitions, payments for property, plant and
equipment, proceeds from sale of property, plant and equipment and cash distributions received from an
unconsolidated partnership.

In 2003, our investing activities consisted of cash paid for acquisitions, cash distributions received from an
unconsolidated partnership and insurance proceeds from a casualty loss at one of our fertilizer facilities.

In 2002, our investing activities consisted primarily of payments for property plant and equipment and cash
distributions received from an unconsolidated partnership.

For the nine months ended September 30, 2005 and 2004, our capital expenditures for property and equipment
were $36.3 million and $32.6 million, respectively.

As to each period:

For the nine months ended September 30, 2005 we spent $33.1 million for expansion and $3.2 million for
maintenance. Our expansion capital expenditures were made in connection with the purchase of the East Texas
Pipeline, the Bay Sulfur asset acquisition, the construction of a sulfur priller at our Neches, Texas facility, the
purchase of additional marine equipment and the purchase of the CF Martin Sulphur partnership interests not
owned by us. Our maintenance capital expenditures were primarily made for marine equipment, including
expenditures as a result of increased steel and shipyard costs, and terminal and fertilizer facilities.

For the nine months ended September 30, 2004 we spent $28.9 million for expansion and $3.7 million for
maintenance. Our expansion capital expenditures were made in connection with the Neches and OOS terminal
acquisitions. Our maintenance capital expenditures were primarily made for marine equipment, including
expenditures as a result of increased steel and shipyard costs, and terminal and fertilizer facilities.

For 2004, 2003 and 2002 our capital expenditures for property and equipment were $35.4 million, $31.9 million

and $5.3 million, respectively.

As to each period:
In 2004, we spent $30.2 million for expansion and $5.2 million for maintenance. Our expansion capital
expenditures were primarily made in connection with the Neches and Freeport terminal acquisitions. Our
maintenance capital expenditures were primarily made in our marine
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transportation business for routine dockings of our vessels pursuant to United States Coast Guard requirements
and terminal and fertilizer facilities.

In 2003, we spent $29.2 million for expansion and $2.8 million for maintenance. Our expansion capital
expenditures were made in connection with the Tesoro Marine and Cross acquisitions, as well as the acquisition
of an inland pushboat and two inland tank barges. Our maintenance capital expenditures were primarily made in
our marine transportation business for required Coast Guard dry docking of our vessels. We received $0.7 million
from insurance proceeds relating to a fire loss, offsetting a portion of our maintenance capital expenditures.

In 2002, we spent $4.8 million for expansion and $0.6 million for maintenance. Our expansion capital
expenditures were primarily made for the construction of two new asphalt tanks and the purchase of two inland
barges that were previously, operated under an operating lease agreement. Our maintenance capital expenditures
were primarily made in our marine transportation business for routine dockings of our vessels pursuant to United
States Coast Guard requirements.

For the nine months ended September 30, 2005, financing activities consisted of cash distributions of
$14.0 million paid to common and subordinated unitholders, payment of long term debt under our credit facility of
$16.3 million, payment of CF Martin Sulphur debt of $2.4 million, borrowings of long-term debt under our credit
facility of $53.2 million and payment of debt issuance costs of $0.4 million. For the nine months ended September 30,
2004, financing activities consisted of cash distributions paid to common and subordinated unitholders of
$12.9 million, net proceeds from a follow on equity offering of $34.8 million, payment of long term debt under our
credit facility of $39.4 million and borrowings of long-term debt under our credit facility of $41.4 million.

In 2004, our financing activities consisted of net proceeds from a follow-on public offering and related
transactions of $34.8 million, cash distributions paid to common and subordinated unitholders of $17.5 million,
payments of long-term debt under our predecessor credit facility of $43.2 million and borrowings of long-term debt
under our predecessor credit facility of $49.2 million and payments of debt issuance costs of $0.9 million. The
follow-on offering occurred in February 2004. We issued 1,322,500 common units, resulting in proceeds of
$34.0 million, net of underwriters discounts, commissions and offering expenses. Our general partner contributed
$0.8 million in cash to us in conjunction with the issuance in order to maintain its 2% general partner interest in us.
The net proceeds were used to pay down debt under our predecessor credit facility.

In 2003, our financing activities consisted of borrowings under our predecessor credit facility, payments of debt
issuance costs and cash distributions paid to unitholders. Borrowings of $30.0 million from our predecessor credit
facility were used to acquire assets of Tesoro Petroleum, Cross Oil and marine assets from a third party. We paid
$0.9 million in debt issuance costs related to the expansion of our predecessor credit facility from $60 million to
$80 million. Cash distributions of $13.2 million were paid to our common and subordinated unitholders.

In 2002, our financing activities consisted primarily of our initial public offering and related transactions. Net
proceeds from the offering of $50.6 million along with an initial draw from our predecessor credit facility of
$37.2 million, net of issuance costs, were used to pay off our existing debt of $8.8 million and debt and related costs
assumed from Martin Resource Management of $73.3 million. Additionally, we paid down $2.2 million of our new
credit facility during the period subsequent to our initial public offering.

Capital Resources

Historically, we have generally satisfied our working capital requirements and funded our capital expenditures
with cash generated from operations and borrowings. We expect our primary sources of funds for short-term liquidity
needs will be cash flows from operations and borrowings under our credit facility.

As of September 30, 2005, we had $121.0 million of outstanding indebtedness, consisting of outstanding
borrowings of $88.4 million under our predecessor $120.0 million acquisition subfacility,
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$23.5 million under our predecessor $30.0 million working capital subfacility and $9.1 million of U.S. Government
Guaranteed Ship Financing Bonds. Under the predecessor acquisition subfacility, we borrowed $3.5 million in
connection with the acquisition of the East Texas Pipeline in January 2005, $5.0 million in connection with the
acquisition of the operating assets of Bay Sulfur Company in April 2005, and $19.4 million in connection with the
acquisition of the partnership interests in CF Martin Sulphur not owned by us in July 2005. In connection with the
acquisition, we assumed $11.5 million of indebtedness owed by CF Martin Sulphur and promptly repaid $2.4 million
of such indebtedness. The remaining indebtedness relates to certain financing of CF Martin Sulphur under its

U.S. Government Guaranteed Ship Financing Bonds. Our credit facility requires us to redeem the U.S. Government
Guaranteed Ship Financing Bonds not later than March 31, 2006. We intend to execute the redemption using a portion
of the net proceeds from this offering.

In November 2005, we borrowed approximately $62.8 million under our credit facility to pay a portion of the
purchase price for the Prism Gas acquisition. The remainder of the purchase price was funded by $5 million
previously escrowed by us, $15 million of new equity capital provided by Martin Resource Management in exchange
for newly issued common units, approximately $10 million of newly issued common units issued to certain of the
sellers and approximately $0.5 million in capital provided by Martin Resource Management in order to continue the
2% general partnership interest in us. The common units were priced at $32.54 per common unit, based on the average
closing price of our common units on the Nasdaq during the ten trading days immediately preceding and immediately
following the date of the execution of the definitive purchase agreement. We intend to use a portion of the proceeds
from this offering to repay a portion of the amounts drawn on our new credit facility.

In September 2004, we filed a shelf registration statement with the SEC covering the offer and sale from time to
time, in our discretion and as our business circumstances and market conditions warrant, of up to $200 million of our
common units, debt securities, and/or debt securities of our operating subsidiary. The nature and terms of any
securities to be offered and sold under the registration statement, including the use of proceeds, will be described in
related prospectus supplements to be filed with the SEC from time to time.

Upon completion of this offering and the application of the net proceeds therefrom, we believe that cash generated
from operations and our borrowing capacity under our credit facility, will be sufficient to meet our working capital
requirements, anticipated capital expenditures and scheduled debt payments for the 12-month period following the
date of this prospectus supplement. However, our ability to satisfy our working capital requirements, to fund planned
capital expenditures and to satisfy our debt service obligations will depend upon our future operating performance,
which is subject to certain risks. Please read Risks Related to Our Business for a discussion of such risks.

Description of Our Credit Facility

On November 10, 2005, we entered into a new $225.0 million multi-bank credit facility. The credit facility is
comprised of a $130.0 million term loan facility and a $95.0 million revolving credit facility, which includes a
$20.0 million letter of credit sub-limit. Our credit facility also includes procedures for additional financial institutions
to become revolving lenders, or for any existing revolving lender to increase its revolving commitment, subject to a
maximum of $100.0 million for all such increases in revolving commitments of new or existing revolving lenders. The
revolving credit facility is used for ongoing working capital needs and general partnership purposes, and to finance
permitted investments, acquisitions and capital expenditures. On November 10, 2005, we borrowed $130.0 million
under the term loan facility and $52.2 million under the revolving credit facility to repay preexisting indebtedness
under our predecessor credit facility and to fund a portion the purchase price paid in the Prism Gas acquisition. On
December 13, 2005, we borrowed $6.0 million under the revolving credit facility to fund the purchase price paid in
the A&A Fertilizer acquisition.

Our obligations under the credit facility are secured by substantially all of our assets, including, without limitation,
inventory, accounts receivable, vessels, equipment, fixed assets and the interests in our

S-66

Table of Contents 102



Edgar Filing: MARTIN MIDSTREAM PARTNERS LP - Form 424B5

Table of Contents

operating subsidiaries. We may prepay all amounts outstanding under this facility at any time without penalty.

Indebtedness under the credit facility bears interest at either LIBOR plus an applicable margin or the base prime
rate plus an applicable margin. The applicable margin for revolving loans that are LIBOR loans ranges from 1.75% to
3.25% and the applicable margin for revolving loans that are base prime rate loans ranges from 0.75% to 2.25%. The
applicable margin for term loans that are LIBOR loans ranges from 2.25% to 3.25% and the applicable margin for
term loans that are base prime rate loans ranges from 1.25% to 2.25%. The applicable margin for existing borrowings
is 3.25%. On May 1, 2006, the applicable margins will increase by 0.50% if we have not received at least
$50.0 million from the issuance of our equity after November 10, 2005. We incur a commitment fee on the unused
portions of the credit facility.

In addition, the credit facility contains various covenants, which, among other things, limit our ability to: (i) incur
indebtedness; (ii) grant certain liens; (iii) merge or consolidate unless we are the survivor; (iv) sell all or substantially
all of our assets; (v) make certain acquisitions; (vi) make certain investments; (vii) make capital expenditures;

(viii) make distributions other than from available cash; (ix) create obligations for some lease payments; (x) engage in
transactions with affiliates; (xi) engage in other types of business; and (xii) our joint ventures to incur indebtedness or
grant certain liens.

The credit facility also contains covenants, which, among other things, require us to maintain specified ratios of:
(i) minimum net worth (as defined in the credit facility) of $75.0 million plus 50% of net proceeds from equity
issuances after November 10, 2005; (ii) EBITDA (as defined in the credit facility) to interest expense of not less than
3.0 to 1.0 at the end of each fiscal quarter; (iii) total funded debt to EBITDA of not more than (x) 5.5 to 1.0 for the
fiscal quarter ended September 30, 2005, (y) 5.25 to 1.00 for the fiscal quarters ending December 31, 2005 through
September 30, 2006, and (z) 4.75 to 1.00 for each fiscal quarter thereafter; and (iv) total secured funded debt to
EBITDA of not more than (x) 5.50 to 1.00 for the fiscal quarter ended September 30, 2005, (y) 5.25 to 1.00 for the
fiscal quarters ending December 31, 2005 through September 20, 2006, and (z) 4.00 to 1.00 for each fiscal quarter
thereafter.

On November 10 of each year, commencing with November 10, 2006, we must prepay the term loans under the
credit facility with 75% of Excess Cash Flow (as defined in the credit facility), unless its ratio of total funded debt to
EBITDA is less than 3.00 to 1.00. If we receive greater than $15.0 million from the incurrence of indebtedness other
than under the credit facility, we must prepay indebtedness under the credit facility with all such proceeds in excess of
$15.0 million. Any such prepayments are first applied to the term loans under the credit facility. We must prepay
revolving loans under the credit facility with the net cash proceeds from any issuance of its equity. We must also
prepay indebtedness under the credit facility with the proceeds of certain asset dispositions. Other than these
mandatory prepayments, the credit facility requires interest only payments on a quarterly basis until maturity. All
outstanding principal and unpaid interest must be paid by November 10, 2010. The credit facility contains customary
events of default, including, without limitation, payment defaults, cross-defaults to other material indebtedness,
bankruptcy-related defaults, change of control defaults and litigation-related defaults.

After giving effect to the Prism Gas acquisition and the A&A fertilizer acquisition, our outstanding indebtedness
includes approximately $192.0 million under the credit facility and $9.1 million of U.S. Guaranteed Ship Financing
Bonds due 2021, which were assumed in connection with our July 2005 acquisition of the remaining equity interests
in CF Martin Sulphur not owned by us. After giving effect to this offering, our outstanding indebtedness will consist
of approximately $130.0 million under the term loan facility and approximately $9.1 million of the U.S. Government
Guaranteed Ship Financing Bonds due 2021, which will be repaid not later than March 31, 2006 using a portion of the
net proceeds from this offering.

We paid cash interest in the amount of $1,185,000 and, $577,000 for the three months ended September 30, 2005
and 2004, respectively, and $2,987,000 and, $1,331,000 for the nine months ended September 30, 2005 and 2004
respectively.
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Total Contractual Cash Obligations. A summary of our total contractual cash obligations, as of September 30,
2005, is as follows:

Payment due by period
Less
Total than Due
Type of Obligation Obligation S({)elzii 1-3 Years 3-5 Years Thereafter
(In thousands)
Long-term debt(1)
Revolving credit facility $ 23,500 $ $ 23,500 $ $
Term loan facility 88,400 88,400
U.S. Government Guaranteed
Ship Financing Bonds(2) 9,104 582 1,164 1,164 6,194
Non-competition agreement 450 50 100 100 200
Operating leases 7,460 1,880 1,926 318 3,336
Interest expense(3):
Revolving credit facility 3,947 1,281 2,563 103
Term loan facility 14,586 4,735 9,470 381
Total contractual cash obligations $ 147,447 $ 8,528 $ 127,123 $ 2,066 $ 9,730

(1) As described elsewhere herein, we incurred approximately $72.4 million in additional borrowings under our
credit facility in connection with the acquisition of Prism Gas in November 2005 and the A&A Fertilizer
acquisition in December 2005.

(2) Pursuant to the terms of our credit facility, we are required to repay this indebtedness (including the applicable
prepayment premium) not later than March 31, 2006. We intend to do so using a portion of the net proceeds form
this offering.

(3) Interest commitments are estimated using our current interest rates for the respective credit agreements over their
remaining terms.

Letter of Credit. At September 30, 2005, we had outstanding irrevocable letters of credit in the amount of
$2.6 million which were issued under our credit facility.

No Off-Balance Sheet Arrangements. We do not have any off-balance sheet financing arrangements.

Other Obligations

In connection with the acquisition of the remaining interests in CF Martin Sulphur not owned by us, we assumed
$11.5 million of indebtedness owed by CF Martin Sulphur and promptly repaid $2.4 million of such indebtedness. Of
the $11.5 million of indebtedness we assumed, $9.4 million relates to U.S. Government Guaranteed Ship Financing
Bonds maturing in 2021. The outstanding balance as of September 30, 2005 was $9.1 million. These bonds are
payable in equal semi-annual installments of $291,000 and are secured by certain marine vessels owned by CF Martin
Sulphur. Pursuant to the terms of our credit facility, we are obligated to repay these bonds (including the applicable
prepayment premium) by March 31, 2006, which we intend to do using a portion of the proceeds of this offering.
Seasonality
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A substantial portion of our revenues are dependent on sales prices of products, particularly LPGs and fertilizers,
which fluctuate in part based on winter and spring weather conditions. The demand for LPGs is strongest during the
winter heating season. The demand for fertilizers is strongest during the early spring planting season. However, our
terminalling and storage and marine transportation businesses and the molten sulfur business of CF Martin Sulphur
are typically not impacted by seasonal