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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
 _________________________________________
FORM 10-Q
 _________________________________________
(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2018
OR

oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from _______ to _______            
Commission File Number 1-16417
  _________________________________________
NUSTAR ENERGY L.P.
(Exact name of registrant as specified in its charter)
  _________________________________________

Delaware 74-2956831
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

19003 IH-10 West
San Antonio, Texas 78257

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code (210) 918-2000
 _________________________________________
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    Yes  x    No  o
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files).    Yes  x    No  o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act:
Large accelerated filer x Accelerated filer o

Non-accelerated filer o  Smaller reporting company o

Emerging growth company o
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
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Exchange Act.    o   
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  o   No  x
The number of common units outstanding as of October 31, 2018 was 107,045,436.
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PART I – FINANCIAL INFORMATION

Item 1. Financial Statements
NUSTAR ENERGY L.P. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Thousands of Dollars, Except Unit Data)

September 30,
2018

December 31,
2017

(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 24,579 $ 24,292
Accounts receivable, net of allowance for doubtful accounts of $9,499
and $9,948 as of September 30, 2018 and December 31, 2017, respectively 164,768 176,570

Receivable from related party — 205
Inventories 24,761 26,857
Other current assets 62,766 22,508
Total current assets 276,874 250,432
Property, plant and equipment, at cost 6,601,221 6,243,481
Accumulated depreciation and amortization (2,116,373 ) (1,942,548 )
Property, plant and equipment, net 4,484,848 4,300,933
Intangible assets, net 745,912 784,479
Goodwill 1,094,661 1,097,475
Deferred income tax asset — 233
Other long-term assets, net 118,663 101,681
Total assets $ 6,720,958 $ 6,535,233
Liabilities, Mezzanine Equity and Partners’ Equity
Current liabilities:
Accounts payable $ 154,212 $ 145,932
Short-term debt 10,500 35,000
Current portion of long-term debt — 349,990
Accrued interest payable 30,845 40,449
Accrued liabilities 97,298 61,578
Taxes other than income tax 19,695 14,385
Income tax payable 4,576 4,172
Total current liabilities 317,126 651,506
Long-term debt, less current portion 3,376,852 3,263,069
Deferred income tax liability 23,343 22,272
Other long-term liabilities 96,911 118,297
Total liabilities 3,814,232 4,055,144

Commitments and contingencies (Note 6)

Series D preferred limited partners (23,246,650 preferred units outstanding as of
September 30, 2018) (Note 11) 559,844 —

Partners’ equity (Note 12):
756,303 756,603
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Preferred limited partners (9,060,000 Series A preferred units, 15,400,000 Series B
preferred units and 6,900,000 Series C preferred units outstanding as of September 30,
2018 and December 31, 2017)
Common limited partners (107,043,594 and 93,176,683 common units outstanding
as of September 30, 2018 and December 31, 2017, respectively) 1,652,302 1,770,587

General partner — 37,826
Accumulated other comprehensive loss (61,723 ) (84,927 )
Total partners’ equity 2,346,882 2,480,089
Total liabilities, mezzanine equity and partners’ equity $ 6,720,958 $ 6,535,233
See Condensed Notes to Consolidated Financial Statements.
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NUSTAR ENERGY L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited, Thousands of Dollars, Except Unit and Per Unit Data)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2018 2017 2018 2017
Revenues:
Service revenues $314,512 $295,102 $908,056 $845,264
Product sales 175,851 145,464 544,392 518,220
Total revenues 490,363 440,566 1,452,448 1,363,484
Costs and expenses:
Costs associated with service revenues:
Operating expenses (excluding depreciation and amortization expense) 124,451 116,590 365,007 334,016
Depreciation and amortization expense 73,424 66,989 216,934 187,062
Total costs associated with service revenues 197,875 183,579 581,941 521,078
Cost of product sales 167,118 138,078 514,695 490,363
General and administrative expenses (excluding depreciation and
amortization expense) 27,817 25,003 75,572 83,202

Other depreciation and amortization expense 2,276 2,189 6,645 6,581
Total costs and expenses 395,086 348,849 1,178,853 1,101,224
Operating income 95,277 91,717 273,595 262,260
Interest expense, net (44,825 ) (45,256 ) (141,533 ) (127,282 )
Other income (expense), net 920 (5,126 ) 82,084 (4,898 )
Income before income tax expense 51,372 41,335 214,146 130,080
Income tax expense 3,236 2,743 10,478 7,298
Net income $48,136 $38,592 $203,668 $122,782

Basic net (loss) income per common unit (Note 14) $(3.49 ) $0.15 $(2.50 ) $0.65
Basic weighted-average common units outstanding 104,264,79693,031,320 96,920,202 87,392,597

Comprehensive income $53,037 $44,482 $226,872 $133,566
See Condensed Notes to Consolidated Financial Statements.
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NUSTAR ENERGY L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, Thousands of Dollars)

Nine Months Ended September 30,
2018 2017

Cash Flows from
Operating Activities:
Net income $ 203,668 $ 122,782
Adjustments to
reconcile net income
to net cash provided by
operating activities:
Depreciation and
amortization expense 223,579 193,643

Unit-based
compensation expense 8,689 7,437

Amortization of debt
related items 5,926 4,677

(Gain) loss from sale
or disposition of assets (1,264 ) 4,920

Gain from insurance
recoveries (78,756 ) —

Deferred income tax
expense (benefit) 1,340 (106 )

Changes in current
assets and current
liabilities (Note 15)

31,243 (17,671 )

(Increase) decrease in
other long-term assets (2,324 ) 1,233

Decrease in other
long-term liabilities (28,171 ) (4,752 )

Other, net (610 ) (1,148 )
Net cash provided by
operating activities 363,320 311,015

Cash Flows from
Investing Activities:
Capital expenditures (338,440 ) (220,617 )
Change in accounts
payable related to
capital expenditures

(18,630 ) 13,272

Proceeds from sale or
disposition of assets 2,220 2,023

Proceeds from Axeon
term loan — 110,000

Proceeds from
insurance recoveries 78,419 —

Acquisitions (37,502 ) (1,461,719 )
(3,280 ) —
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Investment in other
long-term assets
Net cash used in
investing activities (317,213 ) (1,557,041 )

Cash Flows from
Financing Activities:
Proceeds from
long-term debt
borrowings

985,453 1,223,204

Proceeds from
short-term debt
borrowings

538,500 748,000

Proceeds from note
offering, net of
issuance costs

— 543,313

Long-term debt
repayments (1,215,498 ) (1,204,739 )

Short-term debt
repayments (563,000 ) (734,000 )

Proceeds from
issuance of Series D
preferred units

590,000 —

Payment of issuance
costs for Series D
preferred units

(34,187 ) —

Proceeds from
issuance of other
preferred units, net of
issuance costs

— 371,802

Proceeds from
issuance of common
units, net of issuance
costs

10,000 643,858

Contributions from
general partner 204 13,597

Distributions to
preferred unitholders (60,247 ) (26,681 )

Distributions to
common unitholders
and general partner

(236,549 ) (331,222 )

Cash consideration for
Merger (Note 2) (61,271 ) —

Proceeds from
termination of interest
rate swaps

8,048 —

(Decrease) increase in
cash book overdrafts (27 ) 1,564

Other, net (6,527 ) (6,634 )
Net cash (used in)
provided by financing
activities

(45,101 ) 1,242,062
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Effect of foreign
exchange rate changes
on cash

(719 ) 1,637

Net increase (decrease)
in cash and cash
equivalents

287 (2,327 )

Cash and cash
equivalents as of the
beginning of the
period

24,292 35,942

Cash and cash
equivalents as of the
end of the period

$ 24,579 $ 33,615

See Condensed Notes to Consolidated Financial Statements.
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NUSTAR ENERGY L.P. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND BASIS OF PRESENTATION

Organization and Operations
NuStar Energy L.P. (NYSE: NS) is a publicly held Delaware limited partnership engaged in the transportation of
petroleum products and anhydrous ammonia, and the terminalling, storage and marketing of petroleum products.
Unless otherwise indicated, the terms “NuStar Energy,” “NS,” “the Partnership,” “we,” “our” and “us” are used in this report to
refer to NuStar Energy L.P., to one or more of our consolidated subsidiaries or to all of them taken as a whole. As a
result of the merger described below, NuStar GP Holdings, LLC (NuStar GP Holdings or NSH), which indirectly
owns our general partner, became a wholly owned subsidiary of ours on July 20, 2018.

We conduct our operations through our subsidiaries, primarily NuStar Logistics, L.P. (NuStar Logistics) and NuStar
Pipeline Operating Partnership L.P. (NuPOP). We have three business segments: pipeline, storage and fuels
marketing.

Recent Developments
Merger. On July 20, 2018, we completed the merger of NSH with a subsidiary of NS. Under the terms of the merger
agreement, NSH unitholders received 0.55 of a common unit representing a limited partner interest in NS in exchange
for each NSH unit owned at the effective time of the merger. See Note 2 for further discussion of the merger.

Issuance of units. On June 29, 2018, we issued 15,760,441 Series D Cumulative Convertible Preferred Units (Series D
Preferred Units) at a price of $25.38 per unit in a private placement for net proceeds of $370.7 million. On July 13,
2018, we issued an additional 7,486,209 Series D Preferred Units at a price of $25.38 per unit in a private placement
for net proceeds of $185.1 million. See Note 11 for further discussion. On June 29, 2018, we issued 413,736 common
units at a price of $24.17 per unit to William E. Greehey, Chairman of the Board of Directors of NuStar GP, LLC.

Hurricane Activity. In the third quarter of 2017, several of our facilities were affected by the hurricanes in the
Caribbean and Gulf of Mexico, including our St. Eustatius terminal, which experienced the most damage and was
temporarily shut down. The damage caused by the Caribbean hurricane resulted in lower revenues for our bunker fuel
operations in our fuels marketing segment and lower throughput and associated handling fees in our storage segment
in 2017 and in the first quarter of 2018. In January 2018, we received $87.5 million of insurance proceeds in
settlement of our property damage claim for our St. Eustatius terminal, of which $9.1 million related to business
interruption. Proceeds from business interruption insurance are included in “Operating expenses” in the consolidated
statements of income and in “Cash flows from operating activities” in the consolidated statements of cash flows. We
recorded a $78.8 million gain in “Other income, net” in the consolidated statements of income in the first quarter of
2018 for the amount by which the insurance proceeds exceeded our expenses incurred during the period. We expect
that the costs to repair the property damage at the terminal will not exceed the amount of insurance proceeds received.

Basis of Presentation
These unaudited condensed consolidated financial statements include the accounts of the Partnership and subsidiaries
in which the Partnership has a controlling interest. Inter-partnership balances and transactions have been eliminated in
consolidation.

These unaudited condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (GAAP) for interim financial information and with the instructions to the Quarterly
Report on Form 10-Q and Article 10 of Regulation S-X of the Securities Exchange Act of 1934. Accordingly, they do
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not include all of the information and notes required by GAAP for complete consolidated financial statements. In the
opinion of management, all adjustments considered necessary for a fair presentation have been included, and all
disclosures are adequate. All such adjustments are of a normal recurring nature unless disclosed otherwise. Financial
information for the three and nine months ended September 30, 2018 and 2017 included in these Condensed Notes to
Consolidated Financial Statements is derived from our unaudited condensed consolidated financial statements.
Operating results for the three and nine months ended September 30, 2018 are not necessarily indicative of the results
that may be expected for the year ending December 31, 2018. The consolidated balance sheet as of December 31,
2017 has been derived from the audited consolidated financial statements as of that date. These unaudited condensed
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and
notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2017.

Certain previously reported amounts in the 2017 consolidated financial statements have been reclassified to conform
to the 2018 presentation.

6
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NUSTAR ENERGY L.P. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – (Continued)

2. MERGER

On February 7, 2018, NuStar Energy, Riverwalk Logistics, L.P., NuStar GP, LLC, Marshall Merger Sub LLC, a
wholly owned subsidiary of NuStar Energy (Merger Sub), Riverwalk Holdings, LLC and NuStar GP Holdings entered
into an Agreement and Plan of Merger (the Merger Agreement). Pursuant to the Merger Agreement, Merger Sub
merged with and into NuStar GP Holdings with NuStar GP Holdings being the surviving entity (the Merger), such that
NuStar Energy became the sole member of NuStar GP Holdings following the Merger on July 20, 2018 (refer to the
next two pages for charts depicting our organizational structure before and after the Merger). Pursuant to the Merger
Agreement and at the effective time of the Merger, NuStar Energy’s partnership agreement was amended and restated
to, among other things, (i) cancel the incentive distribution rights held by our general partner, (ii) convert the 2%
general partner interest in NuStar Energy held by our general partner into a non-economic management interest and
(iii) provide the holders of our common units with voting rights in the election of the members of the board of
directors of NuStar GP, LLC, beginning at the annual meeting in 2019.

At the effective time of the Merger, each outstanding NuStar GP Holdings common unit was converted into the right
to receive 0.55 of a NuStar Energy common unit and all NuStar GP Holdings common units ceased to be outstanding.
No fractional NuStar Energy common units were issued in the Merger; instead, each holder of NuStar GP Holdings’
common units otherwise entitled to receive a fractional NuStar Energy common unit received cash in lieu thereof. As
a result of the Merger, we issued approximately 23.6 million NuStar Energy common units and cancelled the 10.2
million NuStar Energy common units owned by subsidiaries of NuStar GP Holdings, resulting in approximately 13.4
million incremental NuStar Energy common units outstanding after the Merger.

Also at the effective time of the Merger, each outstanding award of NuStar GP Holdings restricted units was
converted, on the same terms and conditions as were applicable to the awards immediately prior to the Merger, into an
award of NuStar Energy restricted units. The number of NuStar Energy restricted units subject to the converted
awards was determined pursuant to the 0.55 exchange ratio provided in the Merger Agreement.

Following the completion of the Merger, the NuStar GP, LLC board of directors consists of nine members, currently
composed of the six members of the NuStar GP, LLC board of directors prior to the Merger and the three independent
directors who served prior to the Merger on NuStar GP Holdings’ board of directors.

We accounted for the Merger as an equity transaction similar to a redemption or induced conversion of preferred
stock. The excess of (1) the fair value of the consideration transferred in exchange for the outstanding NSH units over
(2) the carrying value of the general partner interest in the Partnership was subtracted from net income available to
common unitholders in the calculation of net loss per common unit attributable to the Merger as follows (in thousands
of dollars, except unit and per unit data):
Consideration
transferred:
Fair value of
incremental NS
common units
issued

$ 335,106

NSH debt and net
current liabilities
assumed

52,075

Transaction costs,
including accrued

15,897
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costs
Total consideration 403,078

•

the rights of shareholders in respect of dividends, including, without limitation, the rate
or rates per annum and the time or times at which (or the formula or other method
pursuant to which such rate or rates and such time or times may be determined) and
conditions upon which the holders of stock of such series will be entitled to receive
dividends and other distributions, and whether any such dividends will be cumulative or
noncumulative and, if cumulative, the terms upon which such dividends will be
cumulative;

•whether the stock of each such series will be redeemable by us at our option or the holder of the stock, and, if
redeemable, the terms and conditions upon which the stock of such series may be redeemed;

•the amount payable and the rights or preferences to which the holders of the stock of such series will be entitled upon
any voluntary or involuntary liquidation, dissolution or winding-up;

•
the terms, if any, upon which shares of stock of such series will be convertible into, or exchangeable for, shares of
stock of any other class or classes or of any other series of the same or any other class or classes, including the price
or prices or the rate or rates of conversion or exchange and the terms of adjustment, if any; and

•
any other designations, preferences, and relative, participating, optional or other special rights, and qualifications,
limitations or restrictions thereof, so far as they are not inconsistent with the provisions of the certificate of
incorporation and to the full extent now or hereafter permitted by the laws of the State of Delaware.
Prior to the issuance of any series of preferred stock, the board will adopt resolutions creating and designating the
series as a series of preferred stock and a certificate of designations setting forth the preferences, rights, limitations
and other terms of such series will be filed with the Secretary of State of Delaware. The preferred stock will, when
issued, be fully paid and nonassessable.

19

Edgar Filing: NuStar Energy L.P. - Form 10-Q

13



TABLE OF CONTENTS

The preferred stock will have the dividend, liquidation, redemption and voting rights stated in this section unless the
applicable prospectus supplement indicates otherwise. You should read the applicable prospectus supplement relating
to the particular series of the preferred stock being offered for specific terms, including:

•the title, stated value and liquidation preferences of the preferred stock and the number of shares offered;
•the initial public offering price at which the preferred stock will be issued;

•
the dividend rate(s) (or method of calculation), the dividend periods, the dates on which dividends shall be payable
and whether these dividends will be cumulative or noncumulative and, if cumulative, the dates at which the dividends
shall begin to cumulate;

• any redemption or sinking fund
provisions; and

•any additional dividend, liquidation, redemption, sinking fund and other rights, preferences, privileges, limitations and
restrictions.
In addition, unless the applicable prospectus supplement indicates otherwise, we will have the right to “reopen” a
previous issue of a series of preferred stock by issuing additional preferred stock of such series.

We may, at our option, with respect to any series of the preferred stock, elect to offer fractional interests in shares of
preferred stock, which we call depositary shares. See “Description of Depositary Shares”below.

Rank

With respect to the payment of dividends and the priority of payments upon liquidation, winding up and dissolution,
unless otherwise specified in the applicable prospectus supplement, each series of preferred stock generally will rank
senior to all classes of common stock and equally with each other series of preferred stock. The rights of holders of
shares of each series of preferred stock will be subordinate to those of our general creditors.

Dividends

The holders of the preferred stock of each series will be entitled to receive cash dividends out of funds legally
available, when, as and if, declared by the board of directors or a duly authorized committee of the board, at the rates
and on the dates stated in the applicable prospectus supplement. These rates may be fixed, or variable, or both. If the
dividend rate is variable, the applicable prospectus supplement will describe the formula used to determine the
dividend rate for each dividend period. We will pay dividends to the holders of record as they appear on our stock
books on the record dates determined by the board or an authorized committee of the board. Unless the applicable
prospectus supplement indicates otherwise, dividends on any series of preferred stock will be cumulative.

The board will not declare and pay a dividend on any of our stock ranking as to dividends, equal with or junior to the
preferred stock unless full dividends on the preferred stock have been declared and paid (or declared and sufficient
money set aside for payment).

Until dividends are paid in full or declared and set aside for payment on any series of preferred stock ranking equal
with the preferred stock as to dividends:

•
we will declare all dividends pro rata among the preferred stock of each series, so that the amount of dividends
declared per share on each series will have the same relationship to each other that accrued dividends per share on
each series of preferred stock and other preferred stock bear to each other;
•other than the pro rata dividends, we will not declare or pay or set aside for payment dividends, or declare or make
any other distribution on any security ranking junior to or equal with the preferred stock offered under this prospectus
as to dividends or at liquidation (except dividends or distributions paid for in shares of, or options, warrants or rights
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to subscribe or purchase shares of securities ranking junior to or equal with the preferred stock as to dividends and at
liquidation); and

•

we will not redeem, purchase or otherwise acquire for any consideration (or have any monies paid to or set aside in a
sinking fund) any securities ranking junior to or equal with the preferred stock as to dividends or at liquidation (except
by conversion into or exchange for our stock which ranks junior to the preferred stock as to dividends and at
liquidation).

20
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We will not pay interest, or money in lieu of interest, for any dividend payments on any series of the preferred stock
that are in arrears.

Rights Upon Liquidation

If we voluntarily or involuntarily liquidate, dissolve or wind up our business, the holders of shares of each series of
preferred stock and any other securities that have rights equal to that series of preferred stock under these
circumstances, will be entitled to receive out of our assets that are available for distribution to stockholders:

•liquidation distributions in the amount stated in the applicable prospectus supplement; and

•all accrued and unpaid dividends (whether or not earned or declared), before any distribution to holders of common
stock or of any securities ranking junior to the series of preferred stock.
Neither the sale of all or any part of our property and business, nor our merger into or consolidation with any other
corporation, nor the merger or consolidation of any other corporation with or into us, will be deemed to be a
dissolution, liquidation or winding up.

If our assets are insufficient to pay all amounts to which holders of preferred stock are entitled, we will make no
distribution on the preferred stock or on any other securities ranking equal to the preferred stock unless we make a pro
rata distribution to those holders. After we pay the full amount of the liquidation distribution to which the holders are
entitled, the holders will have no right or claim to any of our remaining assets.

Because we are a holding company, our rights, the rights of our creditors and of our stockholders, including the
holders of the preferred stock offered by this prospectus, to participate in the assets of any subsidiary upon the
subsidiary’s liquidation or recapitalization may be subject to the prior claims of the subsidiary’s creditors except to the
extent that we may ourselves be a creditor with recognized claims against the subsidiary.

Redemption

A series of the preferred stock may be redeemable, in whole or in part, at our option, and may be subject to mandatory
redemption under a sinking fund or otherwise as described in the applicable prospectus supplement. The preferred
stock that we redeem will be restored to the status of authorized but unissued shares of preferred stock which we may
issue in the future.

If a series of preferred stock is subject to mandatory redemption, the applicable prospectus supplement will specify the
number of shares that we will redeem in each year and the redemption price per share together with an amount equal
to all accrued and unpaid dividends on those shares to the redemption date. The applicable prospectus supplement will
state whether the redemption price can be paid in cash or other property. If the redemption price is to be paid only
from the net proceeds of issuing our capital stock, the terms of the series of preferred stock may provide that, if the
capital stock has not been issued or if the net proceeds are not sufficient to pay the full redemption price then due, the
shares relating to series of the preferred stock shall automatically and mandatorily be converted into shares of our
capital stock under the conversion provisions of the applicable prospectus supplement.

If fewer than all of the outstanding shares of any series of the preferred stock are to be redeemed, the redemption will
be made in a manner that the board of directors decides is equitable.

Unless we default in the payment of the redemption price, dividends will cease to accrue after the redemption date on
shares of preferred stock called for redemption and all rights of holders of such shares will terminate except for the
right to receive the redemption price.
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Voting Rights

Holders of preferred stock generally will not have voting rights except in certain limited circumstances, although the
board of directors may provide voting rights for any newly created series of preferred stock that may be issued in the
future. The holders of shares of preferred stock will have no voting rights, except as otherwise stated in the applicable
prospectus supplement; as otherwise stated in the applicable prospectus supplement; or as required by applicable law.

Under Federal Reserve regulations, if the holders of any series of preferred stock become entitled to vote for the
election of directors, that series may then be considered a class of voting securities. A holder of 25% or more

21
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of a series may then be subject to regulation as a savings and loan holding company under HOLA or a bank holding
company under the Bank Holding Company Act, depending on the nature of the holder. In addition, at the time that
the series are deemed a class of voting securities, any savings and loan holding company may be required to obtain the
prior approval of the Federal Reserve in order to acquire more than 5% of that series and any person other than a
savings and loan holding company may be required to obtain the approval of the Federal Reserve to acquire 10% or
more of that series. In addition, at the time that the series are deemed a class of voting securities, any company may be
required to obtain the prior approval of the NYSDFS to acquire 10% or more of that series and may then be deemed a
bank holding company for purposes of New York law.

Conversion or Exchange Rights

The terms on which shares of preferred stock of any series may be converted into or exchanged for another class or
series of securities will be described in the applicable prospectus supplement.

Transfer Agent

The transfer agent, registrar, dividend disbursing agent and redemption agent for shares of each series of preferred
stock will be named in the prospectus supplement relating to such series.

Description of Depositary Shares

General

We may, at our option, elect to offer depositary shares, which represent an interest in fractional shares of preferred
stock, rather than full shares of preferred stock. If we do, we will issue to the public receipts, called depositary
receipts, for depositary shares, each of which will represent a fraction, to be described in the prospectus supplement,
of a share of a particular series of preferred stock.

The shares of any series of preferred stock represented by depositary shares will be deposited with a depositary named
in the prospectus supplement. Unless otherwise provided in the prospectus supplement, each owner of a depositary
share will be entitled, in proportion to the applicable fractional interest in a share of preferred stock represented by the
depositary share, to all the rights and preferences of the preferred stock represented by the depositary share. Those
rights include dividend, voting, redemption, conversion and liquidation rights.

Dividends and Other Distributions

The depositary will distribute all cash dividends or other cash distributions received in respect of the preferred stock to
the record holders of depositary shares in proportion to the numbers of depositary shares owned by those holders.

If there is a distribution other than in cash, the depositary will distribute property received by it to the record holders
of depositary shares, unless the depositary determines that it is not feasible to make the distribution. If this occurs, the
depositary may, with our approval, sell the property and distribute the net proceeds from the sale to the holders.

Withdrawal of Stock

Unless the related depositary shares have been previously called for redemption, upon surrender of the depositary
receipts at the office of the depositary, the holder of the depositary shares will be entitled to delivery, at the office of
the depositary to or upon his or her order, of the number of whole shares of the preferred stock and any money or
other property represented by the depositary shares. If the depositary receipts delivered by the holder evidence a
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number of depositary shares in excess of the number of depositary shares representing the number of whole shares of
preferred stock to be withdrawn, the depositary will deliver to the holder at the same time a new depositary receipt
evidencing the excess number of depositary shares. In no event will the depositary deliver fractional shares of
preferred stock upon surrender of depositary receipts.

Redemption of Depositary Shares

Whenever we redeem shares of preferred stock held by the depositary, the depositary will redeem as of the same
redemption date the number of depositary shares representing shares of the preferred stock so redeemed, so long as we
have paid in full to the depositary the redemption price of the preferred stock to be redeemed plus an
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amount equal to any accumulated and unpaid dividends on the preferred stock to the date fixed for redemption. The
redemption price per depositary share will be equal to the redemption price and any other amounts per share payable
on the preferred stock multiplied by the fraction of a share of preferred stock represented by one depositary share. If
less than all the depositary shares are to be redeemed, the depositary shares to be redeemed will be selected by lot or
pro rata or by any other equitable method as may be determined by the depositary.

After the date fixed for redemption, depositary shares called for redemption will no longer be deemed to be
outstanding and all rights of the holders of depositary shares will cease, except the right to receive the moneys payable
upon redemption and any money or other property to which the holders of the depositary shares were entitled upon
redemption upon surrender to the depositary of the depositary receipts evidencing the depositary shares.

Voting the Depositary Shares

Upon receipt of notice of any meeting at which the holders of the preferred stock are entitled to vote, the depositary
will mail the information contained in the notice of meeting to the record holders of the depositary receipts relating to
that preferred stock. The record date for the depositary receipts relating to the preferred stock will be the same date as
the record date for the preferred stock. Each record holder of the depositary shares on the record date will be entitled
to instruct the depositary as to the exercise of the voting rights pertaining to the number of shares of preferred stock
represented by that holder’s depositary shares. The depositary will endeavor, insofar as practicable, to vote the number
of shares of preferred stock represented by the depositary shares in accordance with those instructions, and we will
agree to take all action which may be deemed necessary by the depositary in order to enable the depositary to do so.
The depositary will not vote any shares of preferred stock except to the extent it receives specific instructions from the
holders of depositary shares representing that number of shares of preferred stock.

Charges of Depositary

We will pay all transfer and other taxes and governmental charges arising solely from the existence of the depositary
arrangements. We will pay charges of the depositary in connection with the initial deposit of the preferred stock and
any redemption of the preferred stock. Holders of depositary receipts will pay other transfer and other taxes and
governmental charges and such other charges as are expressly provided in the deposit agreement to be for their
accounts.

Resignation and Removal of Depositary

The depositary may resign at any time by delivering to us notice of its election to do so, and we may remove the
depositary at any time. Any resignation or removal of the depositary will take effect upon our appointment of a
successor depositary and its acceptance of such appointment. The successor depositary must be appointed within 60
days after delivery of the notice of resignation or removal and must be a bank or trust company having its principal
office in the United States and having a combined capital and surplus of at least $50,000,000.

Notices

The depositary will forward to holders of depositary receipts all notices, reports and other communications, including
proxy solicitation materials received from us, which are delivered to the depositary and which we are required to
furnish to the holders of the preferred stock.

Limitation of Liability
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Neither we nor the depositary will be liable if either of us is prevented or delayed by law or any circumstance beyond
our control in performing our obligations. Our obligations and those of the depositary will be limited to performance
in good faith of our and their duties thereunder. We and the depositary will not be obligated to prosecute or defend
any legal proceeding in respect of any depositary shares or preferred stock unless satisfactory indemnity is furnished.
We and the depositary may rely upon written advice of counsel or accountants, on information provided by persons
presenting preferred stock for deposit, holders of depositary receipts or other persons believed to be competent and on
documents believed to be genuine.
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Description of Warrants

We may issue warrants to purchase debt securities, preferred stock, depositary shares or common stock. We may offer
warrants separately or together with one or more additional warrants, debt securities, preferred stock, depositary
shares or common stock, or any combination of those securities in the form of units, as described in the appropriate
prospectus supplement. If we issue warrants as part of a unit, the accompanying prospectus supplement will specify
whether those warrants may be separated from the other securities in the unit prior to the warrants’ expiration date.
Below is a description of certain general terms and provisions of the warrants that we may offer. Further terms of the
warrants will be described in the applicable prospectus supplement.

The applicable prospectus supplement will contain, where applicable, the following terms of and other information
relating to the warrants:

•the specific designation and aggregate number of, and the price at which we will issue, the warrants;
•the currency or currency units in which the offering price, if any, and the exercise price are payable;

•
the date on which the right to exercise the warrants will begin and the date on which that right will expire or, if you
may not continuously exercise the warrants throughout that period, the specific date or dates on which you may
exercise the warrants;
•any applicable anti-dilution provisions;
•any applicable redemption or call provisions;
•the circumstances under which the warrant exercise price may be adjusted;

•
whether the warrants will be issued in fully registered form or bearer form, in definitive or global form or in any
combination of these forms, although, in any case, the form of a warrant included in a unit will correspond to the form
of the unit and of any security included in that unit;
•any applicable material U.S. federal income tax consequences;

•the identity of the warrant agent for the warrants and of any other depositaries, execution or paying agents, transfer
agents, registrars or other agents;

•the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the warrants on any
securities exchange;

•the designation and terms of the debt securities, preferred stock, depositary shares or common stock purchasable upon
exercise of the warrants;

•the designation, aggregate principal amount, currency and terms of the debt securities that may be purchased upon
exercise of the warrants;

•if applicable, the designation and terms of the debt securities, preferred stock, depositary shares or common stock with
which the warrants are issued and the number of warrants issued with each security;

•if applicable, the date from and after which the warrants and the related debt securities, preferred stock, depositary
shares or common stock will be separately transferable;

•
the principal amount of debt securities, the number of shares of preferred stock, the number of depositary shares or the
number of shares of common stock purchasable upon exercise of a warrant and the price at which those shares may be
purchased;
•if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;
•information with respect to book-entry procedures, if any;
•the anti-dilution provisions of the warrants, if any;
•any redemption or call provisions;
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•whether the warrants are to be sold separately or with other securities as parts of units; and

•any additional terms of the warrants, including terms, procedures and limitations relating to the exchange and exercise
of the warrants.
Description of Purchase Contracts

We may issue purchase contracts, including purchase contracts issued as part of a unit with one or more other
securities, for the purchase or sale of our debt securities, preferred stock, depositary shares or common stock. The
price of our debt securities or price per share of common stock, preferred stock or depositary shares, as applicable,
may be fixed at the time the purchase contracts are issued or may be determined by reference to a specific formula
contained in the purchase contracts. We may issue purchase contracts in such amounts and in as many distinct series
as we wish.

The applicable prospectus supplement may contain, where applicable, the following information about the purchase
contracts issued under it:

•
whether the purchase contracts obligate the holder to purchase or sell, or both, our debt securities, common stock,
preferred stock or depositary shares, as applicable, and the nature and amount of each of those securities, or method of
determining those amounts;
•whether the purchase contracts are to be prepaid or not;

•whether the purchase contracts are to be settled by delivery, or by reference or linkage to the value, performance or
level of our common stock or preferred stock;
•any acceleration, cancellation, termination or other provisions relating to the settlement of the purchase contracts;
•U.S. federal income tax considerations relevant to the purchase contracts; and
•whether the purchase contracts will be issued in fully registered global form.
The applicable prospectus supplement will describe the terms of any purchase contracts. The preceding description
and any description of purchase contracts in the applicable prospectus supplement does not purport to be complete and
is subject to and is qualified in its entirety by reference to the purchase contract agreement and, if applicable, collateral
arrangements and depositary arrangements relating to such purchase contracts.

Description of Units

We may issue units comprised of two or more of the other securities described in this prospectus in any combination.
Each unit will be issued so that the holder of the unit is also the holder of each security included in the unit. Thus, the
holder of a unit will have the rights and obligations of a holder of each included security. The unit agreement under
which a unit is issued may provide that the securities included in the unit may not be held or transferred separately, at
any time or at any time before a specified date.

The applicable prospectus supplement may describe:

•the designation and terms of the units and of the securities comprising the units, including whether and under what
circumstances those securities may be held or transferred separately;

•any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities comprising
the units;
•the terms of the unit agreement governing the units;
•U.S. federal income tax considerations relevant to the units; and
•whether the units will be issued in fully registered or global form.
The preceding description and any description of units in the applicable prospectus supplement does not purport to be
complete and is subject to and is qualified in its entirety by reference to the form of unit agreement which will be filed
with the SEC in connection with the offering of such units, and, if applicable, collateral arrangements and depositary
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GLOBAL SECURITIES

Unless otherwise indicated in the applicable prospectus supplement, securities other than common stock may be
issued in the form of one or more global certificates, or “global securities,” registered in the name of a depositary or its
nominee. Unless otherwise indicated in the applicable prospectus supplement, the depositary will be DTC and the
securities will be registered in the name of Cede & Co. No person that acquires a beneficial interest in those securities
will be entitled to receive a certificate representing that person’s interest in the securities except as described herein or
in the applicable prospectus supplement. Unless and until definitive securities are issued under the limited
circumstances described below, all references to actions by holders of securities issued in global form will refer to
actions taken by DTC upon instructions from its participants, and all references to payments and notices to holders
will refer to payments and notices to DTC or Cede & Co., as the registered holder of these securities.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking organization” within
the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within
the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Exchange Act. DTC holds securities that DTC participants deposit with DTC. DTC also
facilitates the settlement among DTC participants of securities transactions, such as transfers and pledges, in deposited
securities through electronic computerized book-entry changes in DTC participants’ accounts, thereby eliminating the
need for physical movement of certificates. DTC participants include securities brokers and dealers, banks, trust
companies and clearing corporations, and may include other organizations. DTC is a wholly owned subsidiary of the
Depository Trust & Clearing Corporation, or DTCC. DTCC, in turn, is owned by a number of DTC’s participants and
subsidiaries of DTCC as well as by the New York Stock Exchange, Inc., the American Stock Exchange, LLC and the
Financial Industry Regulatory Authority, Inc. Indirect access to the DTC system also is available to others such as
banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a participant,
either directly or indirectly. The rules applicable to DTC and DTC participants are on file with the SEC.

Persons that are not participants or indirect participants but desire to purchase, sell or otherwise transfer ownership of,
or other interests in, securities may do so only through participants and indirect participants. Under a book-entry
format, holders may experience some delay in their receipt of payments, as such payments will be forwarded by our
designated agent to Cede & Co., as nominee for DTC. DTC will forward such payments to its participants, who will
then forward them to indirect participants or holders. Holders will not be recognized by the relevant registrar, transfer
agent, trustee or warrant agent as registered holders of the securities entitled to the benefits of our certificate of
incorporation or the applicable indenture, warrant agreement or other applicable security. Beneficial owners that are
not participants will be permitted to exercise their rights only indirectly through and according to the procedures of
participants and, if applicable, indirect participants.

Under the rules, regulations and procedures creating and affecting DTC and its operations as currently in effect, DTC
will be required to make book-entry transfers of securities among participants and to receive and transmit payments to
participants. DTC rules require participants and indirect participants with which beneficial securities owners have
accounts to make book-entry transfers and receive and transmit payments on behalf of their respective account
holders.

Because DTC can act only on behalf of participants, who in turn act only on behalf of participants or indirect
participants, and certain banks, trust companies and other persons approved by it, the ability of a beneficial owner of
securities issued in global form to pledge such securities to persons or entities that do not participate in the DTC
system may be limited due to the unavailability of physical certificates for these securities.

DTC will take any action permitted to be taken by a registered holder of any securities under our certificate of
incorporation or the relevant indenture, warrant agreement, or other applicable security only at the direction of one or
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more participants to whose accounts with DTC such securities are credited.

Unless otherwise indicated in the applicable prospectus supplement, a global security will be exchangeable for the
relevant definitive securities registered in the names of persons other than DTC or its nominee only if:

• DTC notifies us that it is unwilling or unable to continue as depositary for that global security or if DTC
ceases to be a clearing agency registered under the Exchange Act when DTC is required to be so registered;
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•
we execute and deliver to the relevant registrar, transfer agent, trustee and/or warrant agent an order complying with
the requirements of the applicable indenture, warrant agreement, or other security that the global security will be
exchangeable for definitive securities in registered form; or

•
there has occurred and is continuing a default in the payment of any amount due in respect of the securities or, in the
case of debt securities, an event of default or an event that, with the giving of notice or lapse of time, or both, would
constitute an event of default with respect to these debt securities.
Any global security that is exchangeable under the preceding sentence will be exchangeable for securities registered in
such names as DTC directs.

Upon the occurrence of any event described in the preceding paragraph, DTC is generally required to notify all
participants of the availability of definitive securities. Upon DTC surrendering the global security representing the
securities and delivery of instructions for re-registration, the registrar, transfer agent, trustee or warrant agent, as the
case may be, will reissue the securities as definitive securities, and then such persons will recognize the holders of
such definitive securities as registered holders of securities entitled to the benefits of our certificate of incorporation or
the relevant indenture, warrant agreement or other security.

Redemption notices will be sent to Cede & Co. as the registered holder of the global securities. If less than all of a
series of securities are being redeemed, DTC will determine the amount of the interest of each direct participant to be
redeemed in accordance with its then current procedures.

Except as described above, the global security may not be transferred except as a whole by DTC to a nominee of DTC
or by a nominee of DTC to DTC or another nominee of DTC or to a successor depositary we appoint. Except as
described above, DTC may not sell, assign, transfer or otherwise convey any beneficial interest in a global security
evidencing all or part of any securities unless the beneficial interest is in an amount equal to an authorized
denomination for these securities.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that we
believe to be accurate, but we assume no responsibility for the accuracy thereof. None of us, any trustees, any registrar
and transfer agent or any warrant agent, or any agent of any of them, will have any responsibility or liability for any
aspect of DTC’s or any participant’s records relating to, or for payments made on account of, beneficial interests in a
global security, or for maintaining, supervising or reviewing any records relating to such beneficial interests.

Secondary trading in notes and debentures of corporate issuers is generally settled in clearing-house or next-day funds.
In contrast, beneficial interests in a global security, in some cases, may trade in the DTC’s same-day funds settlement
system, in which secondary market trading activity in those beneficial interests would be required by DTC to settle in
immediately available funds. There is no assurance as to the effect, if any, that settlement in immediately available
funds would have on trading activity in such beneficial interests. Also, settlement for purchases of beneficial interests
in a global security upon the original issuance of the security may be required to be made in immediately available
funds.

PLAN OF DISTRIBUTION

We may sell our securities through underwriters or dealers, directly to purchasers, through agents, or through any
combination thereof.

Each time that we use this prospectus to sell our securities, we will also provide a prospectus supplement that contains
the specific terms of the offering. The prospectus supplement will set forth the terms of the offering of such stock,
including:
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•the name or names of any underwriters, dealers or agents and the type and amounts of securities underwritten or
purchased by each of them;

•the public offering price of the securities and the proceeds to us and any discounts, commissions or concessions
allowed or reallowed or paid to dealers; and

•any public offering price and any discounts or concessions allowed or reallowed or paid to dealers may be changed
from time to time.
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If underwriters are used in the sale of any securities, the securities will be acquired by the underwriters for their own
account and may be resold from time to time in one or more transactions, including negotiated transactions, at a fixed
public offering price or at varying prices determined at the time of sale. The securities may be either offered to the
public through underwriting syndicates represented by managing underwriters, or directly by underwriters. Generally,
the underwriters’ obligations to purchase the securities will be subject to certain conditions precedent. The
underwriters will be obligated to purchase all of the securities if they purchase any of the securities.

We may sell the securities through agents from time to time. The prospectus supplement will name any agent involved
in the offer or sale of our securities and any commissions we pay to them. Generally, any agent will be acting on a
best efforts basis for the period of its appointment.

We may authorize underwriters, dealers or agents to solicit offers by certain purchasers to purchase our securities at
the public offering price set forth in the prospectus supplement pursuant to delayed delivery contracts providing for
payment and delivery on a specified date in the future. The contracts will be subject only to those conditions set forth
in the prospectus supplement, and the prospectus supplement will set forth any commissions or discounts we pay for
solicitation of these contracts.

Agents and underwriters may be entitled to indemnification by us against certain civil liabilities, including liabilities
under the Securities Act of 1933, as amended, or to contribution with respect to payments which the agents or
underwriters may be required to make in respect thereof. Agents and underwriters may be customers of, engage in
transactions with, or perform services for us in the ordinary course of business.

We may enter into derivative transactions with third parties, or sell securities not covered by this prospectus to third
parties in privately negotiated transactions. If the applicable prospectus supplement indicates in connection with those
derivatives then the third parties may sell securities covered by this prospectus and the applicable prospectus
supplement, including in short sale transactions. If so, the third party may use securities pledged by us or borrowed
from us or others to settle those sales or to close out any related open borrowings of stock, and may use securities
received from us in settlement of those derivatives to close out any related open borrowings of securities. The third
party in such sale transactions will be an underwriter and will be identified in the applicable prospectus supplement
(or a post-effective amendment).

LEGAL OPINIONS

The validity of the securities offered hereby will be passed upon for us by Luse Gorman, PC, Washington, D.C.

EXPERTS

The consolidated financial statements of Dime Community Bancshares, Inc. as of December 31, 2016 and 2015, and
for each of the three years in the period ended December 31, 2016, and the effectiveness of Dime Community
Bancshares, Inc.’s internal control over financial reporting as of December 31, 2016, have been audited by Crowe
Horwath LLP, an independent registered public accounting firm, as set forth in their report appearing in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2016 and incorporated herein by reference. Such
consolidated financial statements have been so incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing.
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