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If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box.

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction L.D. filed to
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Proposed Proposed
Amount Maximum Maximum
Title of Each Class of to be Offering Price Aggregate Amount of
Securities to be Registered Registered(1) Per Unit(3)(4) Offering Price(3) Registration Fee(4)
Common Units Representing Limited
Partner Interests 208,594 $13.95 $2,909,886 $337

(1) Pursuant to Rule 416(a) under the Securities Act, the number of common units being registered on behalf of the
selling unitholder shall be adjusted to include any additional common units that may become issuable as a result of
any unit distribution, split, combination or similar transaction.

(2) The proposed maximum offering price per common unit will be determined from time to time in connection with,
and at the time of, the sale by the holder of such units.

(3) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(c) under the Securities Act
on the basis of the average of the high and low sales prices of the common units on March 24, 2017 of $13.95, as
reported on the NYSE MKT LLC.

(4) Calculated in accordance with Rule 457(0) under the Securities Act.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay

its effective date until the Registrant shall file a further amendment that specifically states that the Registration

Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or until the
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Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED MARCH 29, 2017
PROSPECTUS
Sanchez Production Partners LP

208,594 COMMON UNITS

This prospectus relates to 208,594 common units that Sanchez Production Partners LP has issued to the selling
unitholder named in this prospectus or in any supplement to this prospectus (which includes donees, pledgees,
transferees or other successors-in-interest selling common units received after the date of this prospectus from the
selling unitholder as a gift, pledge, distribution or other transfer). The common units held by the selling unitholder
named in this prospectus were acquired in connection with a private placement of our common units.

We will not receive any proceeds from the sale of common units owned by the selling unitholder and offered under
this prospectus. For a more detailed discussion of the selling unitholder, please read Selling Unitholder.

The selling unitholder may offer and sell these securities at various times in amounts, at prices and on terms to be
determined by market conditions and other factors at the time of such offerings. The selling unitholder may offer and
sell these securities to or through one or more underwriters, dealers and agents, who may receive compensation in the
form of discounts, concessions or commissions, or directly to purchasers, on a continuous or delayed basis. This
prospectus describes the general terms of these securities and the general manner in which the selling unitholder will
offer the securities. Any prospectus supplement will describe the specific manner in which the selling unitholder will
offer the securities and also may add, update or change information contained in this prospectus. The names of any
underwriters and the specific terms of a plan of distribution will be stated in the prospectus supplement. The common
units may be offered and sold by the selling unitholder from time to time in accordance with the provisions set forth
under Plan of Distribution.

Our common units trade on the NYSE MKT under the symbol SPP. The last reported sales price of our common units
on the NYSE MKT on March 28, 2017 was $15.00 per common unit.

Limited partnerships are inherently different from corporations. Please read _Risk Factors on page 1 of this
prospectus before you make an investment in our securities.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is ,2017.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we have filed with the Securities and Exchange
Commission, or SEC, utilizing a shelf registration process. Under this shelf registration process, the selling unitholder
may, from time to time, sell up to 208,594 common units that we have issued to the selling unitholder. Each time the
selling unitholder sells securities, the selling unitholder may be required to provide you with this prospectus and, in
certain circumstances, a supplement to this prospectus containing specific information about the selling unitholder and
the terms of the securities being offered.

In making your investment decision, you should rely only on the information contained in or incorporated by
reference into this prospectus and any prospectus supplement. Neither we nor the selling unitholder (nor any
underwriter, dealer or agent who may be named in any prospectus supplement) has authorized anyone to provide you
with any other information. If you receive any unauthorized information, you must not rely on it. You should not
assume that the information in this prospectus, any prospectus supplement or any document incorporated by reference
in this prospectus or any prospectus supplement is accurate as of any date other than the date of the applicable
document or such other date specified in the applicable document. Our business, financial condition, results of
operations and prospects may have changed since those dates.

Unless otherwise indicated or unless the context otherwise requires, all references in this prospectus to Sanchez, our
partnership, we, our, us or similar references mean Sanchez Production Partners LP and its consolidated subsidiaries

INCORPORATION BY REFERENCE

The SEC allows us to incorporate by reference information into this document. This means that we can disclose
important information to you by referring you to another document filed separately with the SEC. The information
incorporated by reference is considered to be part of this prospectus. We incorporate by reference the documents listed
below, other than any portions of the respective filings that were furnished (pursuant to Item 2.02 or Item 7.01 of
current reports on Form 8-K or other applicable SEC rules) rather than filed:
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Our Annual Report on Form 10-K for the year ended December 31, 2016;

Our Current Reports on Form 8-K filed January 27, 2017, February 9, 2017 and March 28, 2017; and
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The description of our common units contained in our registration statement on Form 8-A (File

No. 001-33147) filed on March 6, 2015.
All documents that we file pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, after the date of this prospectus and until our offerings hereunder are completed will
be deemed to be incorporated by reference into this prospectus and will be a part of this prospectus from the date of
the filing of the document. Any statement contained in a document incorporated or deemed to be incorporated by
reference in this prospectus will be deemed to be modified or superseded for purposes of this prospectus to the extent
that a statement contained in this prospectus or in any other subsequently filed document that also is or is deemed to
be incorporated by reference in this prospectus modifies or supersedes that statement. Any statement that is modified
or superseded will not constitute a part of this prospectus, except as modified or superseded.

We will provide to each person, including any beneficial owner to whom a prospectus is delivered, a copy of these
filings, other than an exhibit to these filings, unless we have specifically incorporated that exhibit by reference into the
filing, upon written or oral request and at no cost. Requests should be made by writing or telephoning us at the
following address:

Sanchez Production Partners LP
1000 Main Street, Suite 3000
Houston, Texas 77002
(713) 783-8000
Attn: Investor Relations
WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement with the SEC under the Securities Act of 1933, as amended, or the Securities
Act, that registers the issuance and sale of the securities offered by this prospectus. The registration statement,
including the attached exhibits, contains additional relevant information about us. The rules and regulations of the
SEC allow us to omit some information included in the registration statement from this prospectus.

We file annual, quarterly, and other reports and other information with the SEC under the Exchange Act. You may
read and copy any materials we file with the SEC at the SEC s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference
Room. Our SEC filings are also available to the public through the SEC s website at http://www.sec.gov.

General information about us, including our annual reports on Form 10-K, quarterly reports on Form 10-Q and current
reports on Form 8-K, as well as any amendments and exhibits to those reports, are available free of charge through our
website at http://www.sanchezpp.com as soon as reasonably practicable after we file them with, or furnish them to, the
SEC. Information on our website is not incorporated into this prospectus or our other securities filings and is not a part
of this prospectus.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The information contained and incorporated by reference in this prospectus contains forward-looking statements as
defined by the SEC that are subject to a number of risks and uncertainties, many of which are beyond our control.
These statements may include discussions about our:
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business strategy;

acquisition strategy;

-11-
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financial strategy;

ability to make, maintain and grow distributions;

ability of our customers to meet their drilling and development plans on a timely basis or at all and perform
under gathering and processing agreements;

future operating results;

future capital expenditures; and

plans, objectives, expectations, forecasts, outlook and intentions.
All of these types of statements, other than statements of historical fact included or incorporated by reference in this
prospectus, are forward-looking statements. In some cases, forward-looking statements can be identified by
terminology such as may, could, should, expect, plan, project, intend, anticipate, believe, estimate,
pursue, target, continue, the negative of such terms or other comparable terminology.

The forward-looking statements contained and incorporated by reference in this prospectus are largely based on our
expectations, which reflect estimates and assumptions made by the management of our general partner. These
estimates and assumptions reflect our best judgment based on currently known market conditions and other factors.
Although we believe such estimates and assumptions to be reasonable, they are inherently uncertain and involve a
number of risks and uncertainties that are beyond our control. In addition, management s assumptions about future
events may prove to be inaccurate. Management cautions all readers that the forward-looking statements contained
and incorporated in this prospectus are not guarantees of future performance, and we cannot assure any reader that
such statements will be realized or the forward-looking events and circumstances will occur. Actual results may differ
materially from those anticipated or implied in the forward-looking statements due to factors listed in the Risk Factors
section and elsewhere in this prospectus. The forward-looking statements speak only as of the date made, and other
than as required by law, we do not intend to publicly update or revise any forward-looking statements as a result of
new information, future events or otherwise. These cautionary statements qualify all forward-looking statements
attributable to us or persons acting on our behalf.

iii-
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SANCHEZ PRODUCTION PARTNERS LP

Sanchez Production Partners LP, a Delaware limited partnership, was formed in 2005 as a limited liability company
until our conversion on March 6, 2015 into a limited partnership. We are a growth-oriented limited partnership
focused on the acquisition, development, ownership and operation of midstream and production assets in North
America. Our primary business objective is to create long-term value by generating stable and predictable cash flows
that allow us to make and grow our cash distributions per unit over time through the safe and reliable operation of our
assets.

Our headquarters are located at 1000 Main Street, Suite 3000 in Houston, Texas. Our phone number is
(713) 783-8000, and our website is accessed at www.sanchezpp.com. Information on our website is not incorporated
into this prospectus or our other securities filings and is not a part of this prospectus.

RISK FACTORS

The securities to be offered by this prospectus may involve a high degree of risk. When considering an investment in
any of the securities, you should consider carefully all of the risk factors described in our most recent annual report on
Form 10-K, quarterly report on Form 10-Q, current reports on Form 8-K or any other document incorporated by
reference into this prospectus or filed by us with the SEC after the date of this prospectus. If applicable, we will
include in any prospectus supplement a description of those significant factors that could make the offering described
in the prospectus supplement speculative or risky.

Risk Related to the Offering

Sales by the selling unitholder of the common units that are covered by this prospectus could adversely affect the
trading price of our common units.

We are registering for resale an aggregate of 208,594 common units which may be held by the selling unitholder.
Subject to certain exceptions, we are obligated to keep this prospectus current so that the common units can be sold in
the public market at any time. The resale of all or a substantial portion of the common units in the public market, or
the perception that these sales might occur, could cause the market price of our common units to decrease and may
make it more difficult for us to sell our equity securities in the future at a time and upon terms that we deem
appropriate.

USE OF PROCEEDS

We will not receive any of the proceeds from the sale of the common units by the selling unitholder.

12
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CASH DISTRIBUTION POLICY AND RESTRICTIONS ON DISTRIBUTIONS

The following discussion of our cash distribution policy should be read in conjunction with the specific assumptions
included in this section. In addition, please read Risk Factors and Cautionary Note Regarding Forward-Looking
Statements in this prospectus and in our Annual Report on Form 10-K for the year ended December 31, 2016 for
information regarding certain risks inherent in our business and regarding statements that do not relate strictly to
historical or current facts.

Rationale for Our Cash Distribution Policy

Our partnership agreement requires us to distribute all of our available cash quarterly. Our cash distribution policy
reflects a fundamental judgment that our unitholders generally will be better served by our distributing rather than
retaining our available cash. Under our current cash distribution policy, we target a minimum quarterly distribution to
the holders of our common units of $0.50 per unit, or $2.00 per unit on an annualized basis, to the extent we have
sufficient available cash after the establishment of cash reserves and the payment of costs and expenses. However,
other than the requirement in our partnership agreement to distribute all of our available cash each quarter, we have no
legal obligation to make quarterly cash distributions in any amount, and our general partner has considerable
discretion to determine the amount of our available cash each quarter. Our partnership agreement generally defines

available cash as cash on hand at the end of a quarter after the payment of expenses, less the amount of cash reserves
established by our general partner to provide for the conduct of our business, to comply with applicable law, any of
our debt instruments or other agreements or to provide for future distributions to our unitholders for any one or more
of the next four quarters. Our available cash may also include, if our general partner so determines, all or any portion
of the cash on hand immediately prior to the date of distribution of available cash for the quarter resulting from
working capital borrowings made subsequent to the end of such quarter. Because we are not subject to an entity-level
federal income tax, we expect to have more cash to distribute to our unitholders than would be the case if we were
subject to entity-level federal income tax. If we do not generate sufficient available cash from our operations, we may,
but are under no obligation to, borrow funds to pay distributions to our unitholders.

Limitations on Cash Distributions and Our Ability to Change Our Cash Distribution Policy

There is no guarantee that we will make quarterly cash distributions to our unitholders. We do not have a legal or
contractual obligation to pay quarterly distributions or any other distributions except as provided in our partnership
agreement. Our cash distribution policy may be changed at any time and is subject to certain restrictions and
uncertainties, including the following:

Our cash distribution policy is subject to restrictions on distributions under our credit facility, which contains
financial tests that we must meet and covenants that we must satisfy. Should we be unable to meet these
financial tests or satisfy these covenants or if we are otherwise in default under our credit facility, we will be
prohibited from making cash distributions notwithstanding our cash distribution policy.

Our general partner has the authority to establish cash reserves for the prudent conduct of our business and
for future cash distributions to our unitholders, and the establishment of or increase in those reserves could
result in a reduction in cash distributions from levels we currently anticipate pursuant to our stated cash
distribution policy. Our partnership agreement does not set a limit on the amount of cash reserves that our
general partner may establish. Any decision to establish cash reserves made by our general partner in good
faith will be binding on our unitholders.

13
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Prior to making any distribution on the common units, and pursuant to a services agreement, or Services
Agreement, that we have with SP Holdings, LL.C, the sole member of our general partner, or SP Holdings,
we will pay SP Holdings an administrative fee and reimburse our general partner and its affiliates, including
SP Holdings, for all direct and indirect expenses that they incur on our behalf.

2.

14
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Neither our partnership agreement nor the Services Agreement limits the amount of expenses for which our
general partner and its affiliates may be reimbursed. These expenses may include salary, bonus, incentive
compensation and other amounts paid to persons who perform services for us or on our behalf and expenses
allocated to our general partner by its affiliates. Our partnership agreement provides that our general partner
will determine in good faith the expenses that are allocable to us. The reimbursement of expenses and
payment of fees, if any, to our general partner and its affiliates may impact our ability to pay distributions to
our unitholders.

While our partnership agreement requires us to distribute all of our available cash, our partnership
agreement, including the provisions requiring us to make cash distributions contained therein, may be
amended with the consent of our general partner and the approval of a majority of the outstanding common
units (including common units held by Sanchez Energy Corporation, or Sanchez Energy, and its affiliates, if
any).

Even if our cash distribution policy is not modified or revoked, the decisions regarding the amount of
distributions to pay under our cash distribution policy and whether to pay any distribution are determined by
our general partner, taking into consideration the terms of our partnership agreement.

Under Section 17-607 of the Delaware Revised Uniform Limited Partnership Act, or the Delaware Act, we
may not make a distribution if the distribution would cause our liabilities to exceed the fair value of our
assets.

We may lack sufficient cash to pay distributions to our unitholders due to cash flow shortfalls attributable to
a number of operational, commercial or other factors as well as increases in our operating or general and
administrative expenses, principal and interest payments on our outstanding debt, tax expenses, working
capital requirements or anticipated cash needs.

If we make distributions out of capital surplus, as opposed to operating surplus, any such distributions would
constitute a return of capital and would result in a reduction in the minimum quarterly distribution and the
target distribution levels. Please read Provisions of Our Partnership Agreement Relating to Cash
Distributions Adjustment to the Minimum Quarterly Distribution and Target Distribution Levels. We do not
anticipate that we will make any distributions from capital surplus.

Our ability to make distributions to our unitholders depends on the performance of our assets and
subsidiaries and the ability of our subsidiaries to distribute cash to us. The ability of our subsidiaries to make
distributions to us may be restricted by, among other things, the provisions of future indebtedness, applicable
state laws and other laws and regulations.

As long as our Class B preferred units remain outstanding, our ability to make distributions to common
unitholders is prohibited unless our available cash less working capital borrowings during or subsequent to
the quarter is at least 1.65 times the amount of the Class B preferred unit distribution for such quarter.

Our Ability to Grow May be Dependent on Our Ability to Access External Expansion Capital

15
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Our partnership agreement requires us to distribute all of our available cash to our unitholders on a quarterly basis. As

a result, we expect that we will rely primarily upon external financing sources, including bank borrowings and
issuances of debt and equity interests, to fund future acquisitions and other expansion capital expenditures. To the
extent we are unable to finance growth externally, our cash distribution policy will significantly impair our ability to
grow. In addition, because we will distribute all of our available cash, our growth may not be as fast as businesses that
reinvest most or all of their cash to expand ongoing operations. Moreover, our future growth may be slower than our
historical growth. Our credit facility restricts our ability to obtain additional financing, make investments, lease
equipment, sell assets and engage in business combinations. Please read Risk Factors Risks Related to Financing and
Credit Environment in our Annual Report on Form 10-K for the year ended December 31, 2016, which is incorporated
by reference into this prospectus.

16
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Our Minimum Quarterly Distribution

The payment of the full minimum quarterly distribution on all of our common units outstanding as of March 23, 2017
requires us to have earnings providing amounts available for distribution of approximately $7.0 million per quarter, or
$28.0 million per year. Our ability to make cash distributions at the minimum quarterly distribution rate will be
subject to the factors described above under ~ Limitations on Cash Distributions and Our Ability to Change Our Cash

Distribution Policy.

The table below sets forth the number of common units outstanding as of March 15, 2017 and the earnings needed to
pay the aggregate minimum quarterly distribution on all of such units for a single fiscal quarter and a four quarter

period:

Distributions
Number of One
Common Units Quarter Annualized
(in thousands)

Publicly held common units 10,547,464 $5,274 $ 21,095
Common units held by Sanchez Energy 1,161,639 $ 581 $ 2,323
Common units held by Sanchez Family, SOG

and other insiders 2,272,727 1,136 4,545
Total 13,981,830 $6,991 $ 27,964

SP Holdings is the initial holder of the incentive distribution rights, which entitle the holder thereof to increasing
percentages, up to a maximum of 35.5%, of the cash we distribute in excess of $0.575 per unit per quarter.

We pay our distributions on or about the last day of each of February, May, August and November to holders of

record on or about the 15th day of each such month. If the distribution date does not fall on a business day, we will
make the distribution on the business day immediately preceding the indicated distribution date.

17
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PROVISIONS OF THE PARTNERSHIP AGREEMENT RELATING TO CASH DISTRIBUTIONS

Set forth below is a summary of the significant provisions of our partnership agreement that relate to cash
distributions.

Distributions of Available Cash
General

Our partnership agreement requires that, on or about the last day of each of February, May, August and November, we
distribute all of our available cash to unitholders of record on the applicable record date.

Definition of Available Cash

Available cash generally means, for any quarter, all cash on hand at the end of that quarter:

less, the amount of cash reserves established by our general partner to:

provide for the proper conduct of our business (including cash reserves for our future capital
expenditures and anticipated future debt service requirements subsequent to that quarter);

comply with applicable law, any of our debt instruments or other agreements; or

provide funds for distributions to our unitholders for any one or more of the next four quarters
(provided that our general partner may not establish cash reserves for distributions if the effect of the
establishment of such reserves will prevent us from distributing the minimum quarterly distribution on
all common units);

plus, if our general partner so determines, all or any portion of the cash on hand on the date of determination

of available cash for the quarter resulting from working capital borrowings made subsequent to the end of

such quarter.
The purpose and effect of the last bullet point above is to allow our general partner, if it so decides, to use cash from
working capital borrowings made after the end of the quarter but on or before the date of determination of available
cash for that quarter to pay distributions to unitholders. Under our partnership agreement, working capital borrowings
are generally borrowings that are made under a credit facility, commercial paper facility or similar financing
arrangement, and in all cases are used solely for working capital purposes or to pay distributions to unitholders, and
with the intent of the borrower to repay such borrowings within twelve months with funds other than from additional
working capital borrowings.

Furthermore, our general partner may not establish cash reserves if the effect of such reserves would be that we are
unable to distribute the cash portion of any distributions on our Class B preferred units or on our common units for
that quarter.

Class A Preferred Units

18
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In March and April 2015, we issued 10,859,375 Class A preferred units to various purchasers. We used the proceeds
from the issuance of the Class A preferred units to partially fund our acquisition of wellbore interests in certain oil and
natural gas properties in the Eagle Ford Shale in South Texas and for general working capital purposes. Our Class A
preferred units were entitled to receive quarterly distributions at a rate of (i) 11.5% per annum (2.875% per quarter)
from April 1, 2016 through and including March 31, 2017 and (ii) 12.5% per annum (3.125% per quarter) from and
after April 1, 2017. All of our issued and outstanding Class A preferred units were converted into common units
effective March 31, 2016, and, as a result, we have no Class A preferred units. The issuance of any additional Class A
preferred units is subject to the prior consent of the holders of Class B preferred units.

19
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Class B Preferred Units

In October 2015, we issued 19,444,445 Class B preferred units to an affiliate of Stonepeak Infrastructure Partners. We
used the proceeds from the issuance of the Class B preferred units to pay a portion of the consideration for our
purchase of the Western Catarina gathering system, along with the payment to the purchaser of a fee equal to 2.25% of
the consideration paid for the Class B preferred units. In December 2016 and January 2017, we issued an additional
11,556,442 Class B Preferred Units in connection with an adjustment mechanism set forth in our partnership
agreement.

If paid fully in cash, our Class B preferred units are entitled to receive quarterly distributions at a rate of 10% per
annum (2.5% per quarter), and if paid in a combination of cash and Class B Preferred PIK Units (as defined in our
partnership agreement), our Class B preferred units are entitled to receive quarterly distributions at a rate of 8% per
annum (2.0% per quarter) payable in cash and 4% per annum (1% per quarter) payable in Class B Preferred PIK
Units.

General Partner Interest and Incentive Distribution Rights

Our general partner owns a non-economic general partner interest. SP Holdings, the sole member of our general
partner, holds all of our incentive distribution rights, which entitles it to receive increasing percentages, up to 35.5%,
of the cash distributed from operating surplus (as defined below) in excess of $0.575 per common unit per quarter.

Operating Surplus and Capital Surplus
General

Any distributions that we make will be characterized as made from operating surplus or capital surplus. Distributions
from operating surplus are made differently than cash distributions that we would make from capital surplus.

Operating surplus distributions will be made to our unitholders and, if we make quarterly distributions above the first
target distribution level described below, to the holder of our incentive distribution rights. We do not anticipate that

we will make any distributions from capital surplus. In such an event, however, any capital surplus distribution would

be made pro rata to all common unitholders, until the minimum quarterly distribution is reduced to zero, as described
below, and thereafter we will make all distributions from capital surplus as if they were from operating surplus, but

the holder of the incentive distribution rights would generally not participate in any capital surplus distributions with
respect to those rights.

In determining operating surplus and capital surplus, we will only take into account our proportionate share of our
consolidated subsidiaries, provided they are not wholly owned, and our proportionate share of entities accounted for
under the equity method.

Operating Surplus

We define operating surplus as:

$20.0 million (as described below); plus

all of our cash receipts, excluding cash from interim capital transactions (as defined below), provided that
cash receipts from the termination of a commodity hedge or interest rate hedge prior to its specified
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termination date shall be amortized in operating surplus in equal quarterly installments over the remaining
scheduled term of such commodity hedge or interest rate hedge; plus

working capital borrowings made after the end of a quarter but on or before the date of determination of
operating surplus for that quarter; plus
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cash distributions (including incremental distributions on incentive distribution rights) paid in respect of
equity issued, other than equity issued in connection with consummating the initial public offering of our
predecessor, to finance all or a portion of expansion capital expenditures in respect of the period from the
date that we enter into a binding obligation to commence the replacement, improvement, addition,
expansion, acquisition, construction or development of a capital asset and ending on the earlier to occur of
the date the capital asset commences commercial service and the date that it is abandoned or disposed of;
plus

cash distributions (including incremental distributions on incentive distribution rights) paid in respect of
equity issued, other than equity issued in connection with the initial public offering of our predecessor, to
pay interest on debt incurred, or to pay distributions on equity issued, to finance the expansion capital
expenditures referred to in the prior bullet; less

all of our operating expenditures (as defined below); less

the amount of cash reserves established by our general partner to provide funds for future operating
expenditures; less

all working capital borrowings not repaid within twelve months after having been incurred, or repaid within
such twelve-month period with the proceeds of additional working capital borrowings; less

any cash loss realized on disposition of an investment capital expenditure.
As described above, operating surplus does not reflect actual cash on hand that is available for distribution to our
unitholders and is not limited to cash generated by our operations. For example, it includes a provision that will enable
us, if we choose, to distribute as operating surplus up to $20.0 million of cash we receive in the future from
non-operating sources such as asset sales, issuances of securities and long-term borrowings that would otherwise be
distributed as capital surplus. In addition, the effect of including, as described above, certain cash distributions on
equity interests in operating surplus will be to increase operating surplus by the amount of any such cash distributions.
As aresult, we may also distribute as operating surplus up to the amount of any such cash that we receive from
non-operating sources.

The proceeds of working capital borrowings increase operating surplus, and repayments of working capital
borrowings are generally operating expenditures (as described below) and thus reduce operating surplus when
repayments are made. However, if working capital borrowings, which increase operating surplus, are not repaid
during the twelve-month period following the borrowing, they will be deemed repaid at the end of such period, thus
decreasing operating surplus at such time. When such working capital borrowings are in fact repaid, they will not be
treated as a further reduction in operating surplus because operating surplus will have been previously reduced by the
deemed repayment.

We define interim capital transactions as (i) borrowings, refinancings or refundings of indebtedness (other than
working capital borrowings and items purchased on open account or for a deferred purchase price in the ordinary
course of business) and sales of debt securities, (ii) sales of equity interests and (iii) sales or other voluntary or
involuntary dispositions of assets, other than sales or other dispositions of inventory, accounts receivable and other
assets in the ordinary course of business and sales or other dispositions of assets as part of normal asset retirements or
replacements.
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We define operating expenditures as all of our cash expenditures (or our proportionate share of expenditures in the
case of subsidiaries that are not wholly owned), including, but not limited to, taxes, amounts paid under the Services
Agreement, reimbursements of expenses of our general partner and its affiliates, director, officer and employee
compensation, debt service payments, payments made in the ordinary course of business under interest rate hedge
contracts and commodity hedge contracts (provided that payments made in connection with the termination of any
interest rate hedge contract or commodity hedge contract prior to the expiration of its settlement or termination date
specified therein will be amortized in operating expenditures in equal quarterly
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installments over the remaining scheduled life of such interest rate hedge contract or commodity hedge contract and
amounts paid in connection with the initial purchase of a rate hedge contract or a commodity hedge contract will be
amortized over the life of such rate hedge contract or commodity hedge contract), estimated maintenance capital
expenditures (as discussed in further detail below), and repayment of working capital borrowings; provided, however,
that operating expenditures will not include:

repayments of working capital borrowings where such borrowings have previously been deemed to have
been repaid (as described above);

payments (including prepayments and prepayment penalties) of principal of and premium on indebtedness
other than working capital borrowings;

expansion capital expenditures;

actual maintenance capital expenditures;

investment capital expenditures;

payment of transaction expenses (including taxes) relating to interim capital transactions;

distributions to our partners; or

repurchases of partnership interests (excluding repurchases we make to satisfy obligations under employee
benefit plans).
Capital Surplus

Capital surplus is defined as any distribution of available cash in excess of our cumulative operating surplus. Although
the cash proceeds from interim capital transactions do not increase operating surplus, all distributions of available cash
from whatever source are deemed to be from operating surplus until cumulative distributions of available cash exceed
cumulative operating surplus. Thereafter, all distributions of available cash are deemed to be from capital surplus to
the extent they continue to exceed cumulative operating surplus. Accordingly, except as described above, capital
surplus would generally be generated by:

borrowings other than working capital borrowings;

sales of our equity and debt securities; and
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sales or other dispositions of assets, other than inventory, accounts receivable and other assets sold in the
ordinary course of business or as part of ordinary course retirement or replacement of assets.
Characterization of Cash Distributions

Our partnership agreement requires that we treat all available cash distributed as coming from operating surplus until
the sum of all available cash distributed since the closing of our initial public offering equals the operating surplus
from the closing of our initial public offering through the end of the quarter immediately preceding that distribution.
Our partnership agreement requires that we treat any amount distributed in excess of operating surplus, regardless of
its source, as capital surplus. As described above, operating surplus includes a basket of $20 million, and therefore
does not reflect actual cash on hand that is available for distribution to our unitholders. Rather, this provision enables
us, if we choose, to distribute as operating surplus up to that amount of cash we receive in the future from interim
capital transactions that would otherwise be distributed as capital surplus. We do not anticipate that we will make any
distributions from capital surplus.

Capital Expenditures

Expansion capital expenditures are cash expenditures incurred for capital improvements that we expect will increase
our operating capacity, operating income or asset base over the long term. Examples of expansion
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capital expenditures include the construction, development or acquisition of assets associated with our business to the
extent such capital expenditures are expected to expand our operating capacity, our operating income or our asset
base. Expansion capital expenditures also include interest payments (and related fees) on debt incurred and
distributions in respect of equity issued (including incremental distributions on incentive distribution rights) to finance
all or a portion of expansion capital expenditures in respect of the period from the date that we enter into a binding
obligation to commence the replacement, improvement, addition, expansion acquisition, construction, development or
capital contribution of a capital asset and ending on the earlier to occur of the date that such capital improvement
commences commercial service and the date that such capital improvement is abandoned or disposed of.

Maintenance capital expenditures are cash expenditures made to maintain, over the long-term, our operating capacity,
operating income or asset base. Examples of maintenance capital expenditures are expenditures to develop and replace
our oil and natural gas reserves as well as the repair, refurbishment and replacement of gathering and transportation
assets, to maintain equipment reliability, integrity and safety and to address environmental laws and regulations.

Because our maintenance capital expenditures can be very large and irregular, the amount of our actual maintenance
capital expenditures may differ substantially from period-to-period, which could cause similar fluctuations in the
amounts of operating surplus and cash available for distribution to our unitholders if we subtracted actual maintenance
capital expenditures from operating surplus. As a result, to eliminate the effect on operating surplus of these
fluctuations, our partnership agreement requires that an estimate of the average quarterly maintenance capital
expenditures necessary to maintain our asset base over the long-term be subtracted from operating surplus each
quarter as opposed to the actual amounts spent. The amount of estimated maintenance capital expenditures deducted
from operating surplus is subject to review and change by the board of directors of our general partner at least once a
year. T he estimate is made at least annually and whenever an event occurs that is likely to result in a material
adjustment to the amount of our future estimated maintenance capital expenditures, such as a major acquisition or the
introduction of new governmental regulations that will impact our business. For purposes of calculating operating
surplus, any adjustment to this estimate will be prospective only.

The use of estimated maintenance capital expenditures in calculating operating surplus has the following effects:

it reduces the risk that maintenance capital expenditures in any one quarter will be large enough to render
operating surplus less than the minimum quarterly distribution to be paid on all the units for that quarter and
subsequent quarters;

it increases our ability to distribute as operating surplus cash we receive from non-operating sources;

it is more difficult for us to raise our distribution above the minimum quarterly distribution and pay
distributions on our incentive distribution rights; and

it reduces the likelihood that a large maintenance capital expenditure during one quarterly distribution period
will prevent the payment of a distribution on the incentive distribution rights in respect of any quarterly
distribution period since the effect of an estimate is to spread the expected expense over several periods,
thereby mitigating the effect of the actual payment of the expenditure on any single period.
Investme