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Unless the context otherwise requires, all references in this Quarterly Report on Form 10-Q, or this “Report,” to “USD 
Partners,” “USDP,” “the Partnership,” “we,” “us,” “our,” or like terms refer to USD Partners LP and its subsidiaries.

Unless the context otherwise requires, all references in this Report to (i) “our general partner” refer to USD Partners GP LLC, 
a Delaware limited liability company; (ii) “USD” refers to US Development Group, LLC, a Delaware limited liability company, 
and where the context requires, its subsidiaries; (iii) “USDG” and “our sponsor” refer to USD Group LLC, a Delaware limited 
liability company and currently the sole direct subsidiary of USD; (iv) “Energy Capital Partners” refers to Energy Capital Partners 
III, LP and its parallel and co-investment funds and related investment vehicles; and (v) “Goldman Sachs” refers to The Goldman 
Sachs Group, Inc. and its affiliates.

Cautionary Note Regarding Forward-Looking Statements

This Report includes forward-looking statements, which are statements that frequently use words such as “anticipate,” 
“believe,” “continue,” “could,” “estimate,” “expect,” “forecast,” “intend,” “may,” “plan,” “position,” “projection,” “should,” 
“strategy,” “target,” “will” and similar words. Although we believe that such forward-looking statements are reasonable based on 
currently available information, such statements involve risks, uncertainties and assumptions and are not guarantees of performance. 
Future actions, conditions or events and future results of operations may differ materially from those expressed in these forward-
looking statements. Any forward-looking statement made by us in this Report speaks only as of the date on which it is made, and we 
undertake no obligation to publicly update any forward-looking statement. Many of the factors that will determine these results are 
beyond our ability to control or predict. Specific factors that could cause actual results to differ from those in the forward-looking 
statements include: (1) changes in general economic conditions; (2) the effects of competition, in particular, by pipelines and other 
terminalling facilities; (3) shut-downs or cutbacks at upstream production facilities, refineries or other related businesses; (4) the 
supply of, and demand for,  rail terminalling services for crude oil and biofuels; (5) our limited history as a separate public partnership; 
(6) the price and availability of debt and equity financing; (7) hazards and operating risks that may not be covered fully by insurance; 
(8) disruptions due to equipment interruption or failure at our facilities or third-party facilities on which our business is dependent; 
(9) natural disasters, weather-related delays, casualty losses and other matters beyond our control; (10) changes in laws or 
regulations to which we are subject, including compliance with environmental and operational safety regulations, that may increase 
our costs; and (11) our ability to successfully identify and finance acquisitions and other growth opportunities. For additional factors 
that may affect our results, see “Item 1A. Risk Factors” included elsewhere in this Report and our Annual Report on Form 10-K 
for the fiscal year ended December 31, 2016, and subsequent Quarterly Reports on Form 10-Q, which are available to the public 
over the Internet at the U.S. Securities and Exchange Commission’s, or SEC, website (www.sec.gov) and at our website 
(www.usdpartners.com).
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    PART I—FINANCIAL INFORMATION 

Item 1.  Financial Statements

USD PARTNERS LP 
CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(unaudited; in thousands, except per unit amounts)

Revenues
Terminalling services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,977 $ 23,459 $ 45,536 $ 45,482
Terminalling services — related party . . . . . . . . . . . . . . . . . . . . . 2,518 1,756 4,258 3,406
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 22 21 37
Fleet leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 643 647 1,286 1,290
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 891 891 1,781 1,781
Fleet services. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 467 69 935 138
Fleet services — related party. . . . . . . . . . . . . . . . . . . . . . . . . . . . 279 684 558 1,368
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . . . . . . . . 208 350 365 733
Freight and other reimbursables — related party . . . . . . . . . . . . . — — 1 —

Total revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,989 27,878 54,741 54,235
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,795 2,026 3,808 4,069
Pipeline fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,369 5,338 10,786 10,052
Fleet leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,534 1,538 3,067 3,071
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . . . . . . . . 208 350 366 733
Operating and maintenance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 594 783 1,301 1,653
Selling, general and administrative. . . . . . . . . . . . . . . . . . . . . . . . 2,362 2,073 4,677 4,967
Selling, general and administrative — related party. . . . . . . . . . . 1,396 1,439 2,828 2,931
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,969 4,914 9,910 9,819

Total operating costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,227 18,461 36,743 37,295
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,762 9,417 17,998 16,940

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,513 2,533 5,120 4,716

Loss (gain) associated with derivative instruments . . . . . . . . . . . . . 401 (253) 612 1,270
Foreign currency transaction gain . . . . . . . . . . . . . . . . . . . . . . . . . . (100) (15) (70) (145)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 — 8 —
Income before provision for income taxes. . . . . . . . . . . . . . . . . . 5,945 7,152 12,328 11,099

Provision for (benefit from) income taxes . . . . . . . . . . . . . . . . . . (2,434) 1,917 (1,249) 3,714

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,379 $ 5,235 $ 13,577 $ 7,385

Net income attributable to limited partner interests . . . . . . . . . $ 8,185 $ 5,131 $ 13,265 $ 7,238
Net income per common unit (basic and diluted) . . . . . . . . . . . . $ 0.35 $ 0.23 $ 0.58 $ 0.32

Weighted average common units outstanding . . . . . . . . . . . . . . 17,329 14,182 16,283 13,546
Net income per subordinated unit (basic and diluted) . . . . . . . . $ 0.34 $ 0.23 $ 0.55 $ 0.31

Weighted average subordinated units outstanding . . . . . . . . . . 6,278 8,371 6,856 8,969
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USD PARTNERS LP
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(unaudited; in thousands)

Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,379 $ 5,235 $ 13,577 $ 7,385
Other comprehensive income (loss) — foreign

currency translation . . . . . . . . . . . . . . . . . . . . . . . . 1,214 (14) 1,499 780
Comprehensive income . . . . . . . . . . . . . . . . . . . . . . . $ 9,593 $ 5,221 $ 15,076 $ 8,165
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USD PARTNERS LP 
CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended June 30,
2017 2016
(unaudited; in thousands)

Cash flows from operating activities:
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 13,577 $ 7,385

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

Depreciation and amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,910 9,819
Loss associated with derivative instruments . . . . . . . . . . . . . . . . . . . . . . . . . . . . 612 1,270
Settlement of derivative contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 390 1,036
Unit based compensation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,016 1,697
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 755 334
Changes in operating assets and liabilities:

Accounts receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (424) 207
Accounts receivable — related party . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 179 1,760
Prepaid expenses and other current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,108) (460)
Accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,316) (1,961)
Accounts payable and accrued expenses — related party. . . . . . . . . . . . . . . . . 230 24
Deferred revenue and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,545) 2,729
Deferred revenue — related party . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,025 (629)

Change in restricted cash (230) (633)
Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,071 22,578
Cash flows from investing activities:

Additions of property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (25,773) (246)
Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (25,773) (246)
Cash flows from financing activities:

Distributions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16,142) (14,396)
Vested phantom units used for payment of participant taxes. . . . . . . . . . . . . . . . (1,072) (77)
Net proceeds from issuance of common units . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,700 —
Proceeds from long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,000 10,000
Repayments of long-term debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (57,342) (18,902)

Net cash used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (856) (23,375)
Effect of exchange rates on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49 439

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,509) (604)
Cash and cash equivalents – beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . 11,705 10,500
Cash and cash equivalents – end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,196 $ 9,896
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USD PARTNERS LP
CONSOLIDATED BALANCE SHEETS

June 30, 2017 December 31, 2016
(unaudited; in thousands, except 

unit amounts)
ASSETS

Current assets
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,196 $ 11,705
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,861 5,433
Accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,800 4,321
Accounts receivable — related party . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 219
Prepaid expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,372 10,325
Other current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,361 2,562

Total current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,590 34,565
Property and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148,626 125,702
Intangible assets, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105,615 111,919
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,589 33,589
Other non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182 192

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 320,602 $ 305,967

LIABILITIES AND PARTNERS’ CAPITAL
Current liabilities

Accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 976 $ 2,221
Accounts payable and accrued expenses — related party. . . . . . . . . . . . . . . . 419 214
Deferred revenue, current portion. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,167 26,928
Deferred revenue, current portion — related party . . . . . . . . . . . . . . . . . . . . . 5,481 4,292
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,904 3,513

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,947 37,168
Long-term debt, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,196 220,894
Deferred revenue, net of current portion. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 264
Deferred income tax liability, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,153 823

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 240,296 259,149
Commitments and contingencies
Partners’ capital

Common units (19,537,699 and 14,185,599 outstanding at June 30, 2017
and December 31, 2016, respectively) . . . . . . . . . . . . . . . . . . . . . . . . . . . 136,838 122,802

Class A units (92,500 and 138,750 outstanding at June 30, 2017 and
December 31, 2016, respectively). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,416 1,811

Subordinated units (6,278,127 and 8,370,836 outstanding at June 30, 2017
and December 31, 2016, respectively) . . . . . . . . . . . . . . . . . . . . . . . . . . . (58,378) (76,749)

General partner units (461,136 outstanding at June 30, 2017 and
December 31, 2016) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88 111

Accumulated other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . 342 (1,157)
Total partners’ capital. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,306 46,818

Total liabilities and partners’ capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 320,602 $ 305,967
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USD PARTNERS LP
CONSOLIDATED STATEMENTS OF PARTNERS’ CAPITAL

Six Months Ended June 30,
2017 2016

Units Amount Units Amount

(unaudited; in thousands, except unit amounts)

Common units
Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,185,599 $ 122,802 11,947,127 $ 141,374
Conversion of units . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,162,084 (19,047) 2,138,959 (18,300)
Common units issued for vested phantom units . . . . . . . 190,016 (1,072) 95,910 (77)
Issuance of common units . . . . . . . . . . . . . . . . . . . . . . . . 3,000,000 33,700 — —
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 9,422 — 4,361
Unit based compensation expense. . . . . . . . . . . . . . . . . . — 1,694 — 1,053
Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (10,661) — (8,155)
Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,537,699 136,838 14,181,996 120,256

Class A units
Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 138,750 1,811 185,000 1,749
Conversion of units . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (46,250) (606) (46,250) (871)
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 59 — 48
Unit based compensation expense. . . . . . . . . . . . . . . . . . — 232 — 534
Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (80) — (100)
Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,500 1,416 138,750 1,360

Subordinated units
Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,370,836 (76,749) 10,463,545 (93,445)
Conversion of units . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,092,709) 19,653 (2,092,709) 19,171
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3,784 — 2,829
Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (5,066) — (5,854)
Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,278,127 (58,378) 8,370,836 (77,299)

General Partner units . . . . . . . . . . . . . . . . . . . . . . . . . . .
Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 461,136 111 461,136 220
Net income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 312 — 147
Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (335) — (287)
Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 461,136 88 461,136 80

Accumulated other comprehensive income (loss)
Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,157) (138)
Cumulative translation adjustment . . . . . . . . . . . . . . . . . 1,499 780
Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 342 642

Total partners’ capital at June 30,. . . . . . . . . . . . . . . . . . . . $ 80,306 $ 45,039
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USD PARTNERS LP 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1.  ORGANIZATION AND BASIS OF PRESENTATION

USD Partners LP and its consolidated subsidiaries, collectively referred to herein as we, us, our, the Partnership 
and USDP, is a fee-based, growth-oriented master limited partnership formed in 2014 by US Development Group, 
LLC, or USD, through its wholly-owned subsidiary, USD Group LLC, or USDG. We were formed to acquire, develop 
and operate midstream infrastructure and complementary logistics solutions for crude oil, biofuels and other energy-
related products. We generate substantially all of our operating cash flows from multi-year, take-or-pay contracts with 
primarily investment grade customers, including major integrated oil companies and refiners. Our principal assets 
include a network of crude terminals that facilitate the transportation of heavy crude oil from Western Canada to key 
demand centers across North America. Our operations include railcar loading and unloading, storage and blending in 
on-site tanks, inbound and outbound pipeline connectivity, truck transloading, as well as other related logistics services. 
We also provide our customers with leased railcars and fleet services to facilitate the transportation of liquid 
hydrocarbons and biofuels by rail. We do not take ownership of the products that we handle nor do we receive any 
payments from our customers based on the value of such products. Our common units are traded on the New York 
Stock Exchange, or NYSE, under the symbol USDP.

Basis of Presentation

Our accompanying unaudited interim consolidated financial statements have been prepared in accordance with 
accounting principles generally accepted in the United States, or GAAP, for interim consolidated financial information 
and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not include all the 
information and disclosures required by GAAP for complete consolidated financial statements. In the opinion of our 
management, they contain all adjustments, consisting only of normal recurring adjustments, which our management 
considers necessary to present fairly our financial position as of June 30, 2017, our results of operations for the three 
and six months ended June 30, 2017 and 2016, and our cash flows for the six months ended June 30, 2017 and 2016. 
We derived our consolidated balance sheet as of December 31, 2016, from the audited consolidated financial statements 
included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016. Our results of operations 
for the three and six months ended June 30, 2017 and 2016, should not be taken as indicative of the results to be expected 
for the full year due to fluctuations in the supply of and demand for crude oil and biofuels, timing and completion of 
acquisitions, if any, and the impact of fluctuations in foreign currency exchange rates. These unaudited interim 
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and 
accompanying notes thereto presented in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016.

Foreign Currency Translation

We conduct a substantial portion of our operations in Canada, which we account for in the local currency, the 
Canadian dollar. We translate most Canadian dollar denominated balance sheet accounts into our reporting currency, 
the U.S. dollar, at the end of period exchange rate, while most income statement accounts are translated into our reporting 
currency based on the average exchange rate for each monthly period. Fluctuations in the exchange rate between the 
Canadian dollar and the U.S. dollar can create variability in the amounts we translate and report in U.S. dollars.

Within these consolidated financial statements, we denote amounts denominated in Canadian dollars with “C$” 
immediately prior to the stated amount. 

US Development Group, LLC

USD and its affiliates are engaged in designing, developing, owning and managing large-scale multi-modal 
logistics centers and energy-related infrastructure assets across North America. USD is the indirect owner of our general 
partner through its direct ownership of USDG and is currently owned by Energy Capital Partners, Goldman Sachs and 
certain of USD’s management team members.
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Comparative Amounts

We have made certain reclassifications to the amounts reported in the prior year to conform with the current 
year presentation. None of these reclassifications have an impact on our operating results, cash flows or financial 
position.

2.  NET INCOME PER LIMITED PARTNER INTEREST 

We allocate our net income among our general partner and limited partners using the two-class method in 
accordance with applicable authoritative accounting guidance. Under the two-class method, we allocate our net income 
and any net income in excess of distributions to our limited partners, our general partner and the holder of the incentive 
distribution rights, or IDRs, according to the distribution formula for available cash as set forth in our partnership 
agreement. We allocate any distributions in excess of earnings for the period to our limited partners and general partner 
based on their respective proportionate ownership interests in us, as set forth in our partnership agreement after taking 
into account distributions to be paid with respect to the IDRs. The formula for distributing available cash as set forth 
in our partnership agreement is as follows:

Distribution Targets
Portion of Quarterly 
Distribution Per Unit

Percentage
Distributed to

Limited Partners

Percentage 
Distributed to

General Partner
(including IDRs) (1)

Minimum Quarterly Distribution Up to $0.2875 98% 2%
First Target Distribution > $0.2875 to $0.330625 98% 2%

Second Target Distribution > $0.330625 to $0.359375 85% 15%
Third Target Distribution > $0.359375 to $0.431250 75% 25%

Thereafter Amounts above $0.431250 50% 50%
 

(1) Assumes our general partner maintains a 2% general partner interest in us.

We determined basic and diluted net income per limited partner unit as set forth in the following tables:

Three Months Ended June 30, 2017

Common
Units

Subordinated
Units

Class A
Units

General
Partner

Units Total
(in thousands, except per unit amounts)

Net income attributable to general and limited partner 
interests in USD Partners LP (1) . . . . . . . . . . . . . . . . . . . . . $ 6,014 $ 2,138 $ 33 $ 194 $ 8,379
Less: Distributable earnings (2) . . . . . . . . . . . . . . . . . . . . . 6,931 2,227 29 201 9,388
Distributions in excess of earnings . . . . . . . . . . . . . . . . . . $ (917) $ (89) $ 4 $ (7) $ (1,009)
Weighted average units outstanding (3) . . . . . . . . . . . . . . . 17,329 6,278 93 461 24,161
Distributable earnings per unit (4) . . . . . . . . . . . . . . . . . . . $ 0.40 $ 0.35 $ 0.31
Overdistributed earnings per unit (5) . . . . . . . . . . . . . . . . . (0.05) (0.01) 0.04
Net income per limited partner unit (basic and diluted) . . $ 0.35 $ 0.34 $ 0.35

(1) Represents net income allocated to each class of units based on the actual ownership of the Partnership during the period. The net income for 
each class of limited partner interest has been reduced by its proportionate amount of the approximate $37 thousand attributed to the general 
partner for its incentive distribution rights

(2) Represents the distributions payable for the period based upon the quarterly distribution amount of $0.34 per unit, or $1.36 per unit on an 
annualized basis. Amounts presented for each class of unit include a proportionate amount of the $388 thousand distributable to holders of the 
Equity-classified Phantom Units pursuant to the distribution equivalent rights granted under the USD Partners LP 2014 Long-Term Incentive 
Plan.

(3) Represents the weighted average units outstanding for the period. 
(4) Represents the total distributable earnings divided by the weighted average number of units outstanding for the period.
(5) Represents the distributions in excess of earnings divided by the weighted average number of units outstanding for the period.
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Three Months Ended June 30, 2016

Common
Units

Subordinated
Units

Class A
Units

General
Partner

Units Total
(in thousands, except per unit amounts)

Net income attributable to general and limited partner 
interests in USD Partners LP (1) . . . . . . . . . . . . . . . . . . . . $ 3,206 $ 1,893 $ 32 $ 104 $ 5,235
Less: Distributable earnings (2) . . . . . . . . . . . . . . . . . . . . 4,622 2,727 46 150 7,545
Distributions in excess of earnings . . . . . . . . . . . . . . . . . $ (1,416) $ (834) $ (14) $ (46) $ (2,310)
Weighted average units outstanding (3) . . . . . . . . . . . . . . 14,182 8,371 139 461 23,153
Distributable earnings per unit (4) . . . . . . . . . . . . . . . . . . $ 0.33 $ 0.33 $ 0.33
Overdistributed earnings per unit (5) . . . . . . . . . . . . . . . . (0.10) (0.10) (0.10)
Net income per limited partner unit (basic and diluted) . $ 0.23 $ 0.23 $ 0.23

(1) Represents net income allocated to each class of units based on the actual ownership of the Partnership during the period.
(2) Represents the distributions paid for the period based upon the quarterly distribution of $0.315 per unit, or $1.26 per unit on an annualized 

basis. Amounts presented for each class of unit include a proportionate amount of the $252 thousand distributed to holders of the Equity-
classified Phantom Units pursuant to the distribution equivalent rights granted under the USD Partners LP 2014 Long-Term Incentive Plan.

(3) Represents the weighted average units outstanding for the period.
(4) Represents the total distributable earnings divided by the weighted average number of units outstanding for the period.
(5) Represents the distributions in excess of earnings divided by the weighted average number of units outstanding for the period.

Six Months Ended June 30, 2017

Common
Units

Subordinated
Units

Class A
Units

General
Partner

Units Total
(in thousands, except per unit amounts)

Net income attributable to general and limited partner 
interests in USD Partners LP (1) . . . . . . . . . . . . . . . . . . . . . $ 9,422 $ 3,784 $ 59 $ 312 $13,577
Less: Distributable earnings (2) . . . . . . . . . . . . . . . . . . . . . 12,752 4,437 62 377 17,628
Distributions in excess of earnings . . . . . . . . . . . . . . . . . . $ (3,330) $ (653) $ (3) $ (65) $ (4,051)
Weighted average units outstanding (3) . . . . . . . . . . . . . . . 16,283 6,856 105 461 23,705
Distributable earnings per unit (4) . . . . . . . . . . . . . . . . . . . $ 0.78 $ 0.65 $ 0.59
Overdistributed earnings per unit (5) . . . . . . . . . . . . . . . . . (0.20) (0.10) (0.03)
Net income per limited partner unit (basic and diluted) . . $ 0.58 $ 0.55 $ 0.56

(1) Represents net income allocated to each class of units based on the actual ownership of the Partnership during the period. The net income for 
each class of limited partner interest has been reduced by its proportionate amount of the approximate $52 thousand attributed to the general 
partner for its incentive distribution rights.

(2) Represents the per unit distributions paid of  $0.335 per unit for the three months ended March 31, 2017 and $0.34 payable for the three months 
ended June 30, 2017, representing a year-to-date distribution amount of $0.675 per unit. Amounts presented for each class of unit include a 
proportionate amount of the $397 thousand distributed and $388 thousand distributable to holders of the Equity-classified Phantom Units pursuant 
to the distribution equivalent rights granted under the USD Partners LP 2014 Long-Term Incentive Plan.

(3) Represents the weighted average units outstanding for the period. 
(4) Represents the total distributable earnings divided by the weighted average number of units outstanding for the period.
(5) Represents the distributions in excess of earnings divided by the weighted average number of units outstanding for the period.



9

Six Months Ended June 30, 2016

Common
Units

Subordinated
Units

Class A
Units

General
Partner

Units Total
(in thousands, except per unit amounts)

Net income attributable to general and limited partner 
interests in USD Partners LP (1) . . . . . . . . . . . . . . . . . . . . $ 4,361 $ 2,829 $ 48 $ 147 $ 7,385
Less: Distributable earnings (2) . . . . . . . . . . . . . . . . . . . . 9,134 5,391 89 297 14,911
Distributions in excess of earnings . . . . . . . . . . . . . . . . . $ (4,773) $ (2,562) $ (41) $ (150) $ (7,526)
Weighted average units outstanding (3) . . . . . . . . . . . . . . 13,546 8,969 152 461 23,128
Distributable earnings per unit (4) . . . . . . . . . . . . . . . . . . $ 0.67 $ 0.60 $ 0.59
Overdistributed earnings per unit (5) . . . . . . . . . . . . . . . . (0.35) (0.29) (0.27)
Net income per limited partner unit (basic and diluted) . $ 0.32 $ 0.31 $ 0.32

(1) Represents net income allocated to each class of units based on the actual ownership of the Partnership during the period.
(2) Represents the distributions paid of $0.3075 per unit with respect to the three months ended March 31, 2016, and $0.315 for the three months 

ended June 30, 2016, representing a year-to-date distribution amount of $0.6225 per unit. Amounts presented for each class of unit include a 
proportionate amount of the $499 thousand distributed to holders of the Equity-classified Phantom Units pursuant to the distribution equivalent 
rights granted under the USD Partners LP 2014 Long-Term Incentive Plan.

(3) Represents the weighted average units outstanding for the period.
(4) Represents the total distributable earnings divided by the weighted average number of units outstanding for the period.
(5) Represents the distributions in excess of earnings divided by the weighted average number of units outstanding for the period.

3.  PROPERTY AND EQUIPMENT

Our property and equipment consist of the following as of the dates indicated:

June 30, 2017 December 31, 2016 Estimated
Useful Lives

(Years)(in thousands)

Land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,775 $ 9,636 N/A
Trackage and facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124,527 108,782 20
Pipeline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,653 10,313 20
Equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,531 8,234 5-10
Furniture . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82 44 5

Total property and equipment 163,568 137,009
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,764) (13,821)
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,822 2,514

Property and equipment, net. . . . . . . . . . . . . . . . . . . . . . . . . . $ 148,626 $ 125,702

The amounts classified as “Construction in progress” are excluded from amounts being depreciated. These amounts 
represent property that is not yet ready to be placed into productive service as of the respective consolidated balance 
sheet date.

On June 2, 2017, we acquired a 76-acre crude oil terminal in Stroud, Oklahoma, the Stroud terminal, for $22.8 
million in cash, to facilitate rail-to-pipeline shipments of crude oil from our Hardisty terminal to Cushing, Oklahoma. 
The Stroud terminal includes unit train-capable unloading capacity of approximately 50,000 barrels per day, or Bpd, 
expandable to approximately 70,000 Bpd, as well as onsite tanks with 140,000 barrels of total capacity and a truck bay. 
Additionally, the terminal includes a 12-inch diameter, 17-mile pipeline with a direct connection to the crude oil storage 
hub located in Cushing, Oklahoma. Our acquisition of the Stroud terminal also included the purchase of approximately 
$1.4 million of crude oil used by the prior owner for line fill and tank bottoms and approximately $1.3 million of one-
time costs we capitalized in connection with the transaction. 



10

We accounted for the acquisition of the Stroud Terminal as an asset purchase, as a result of our early adoption 
of Financial Accounting Standards Board, or FASB, Accounting Standards Update No. 2017-01, or ASU 2017-01, 
which clarifies the definition of a business as set forth in Topic 805 of the FASB Accounting Standards Codification, 
or ASC. 

4.  INTANGIBLE ASSETS

The composition, gross carrying amount and accumulated amortization of our identifiable intangible assets 
are as follows as of the dates indicated:

June 30, 2017 December 31, 2016
(in thousands)

Carrying amount:
Customer service agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 125,960 $ 125,960
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106 106

Total carrying amount. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,066 126,066
Accumulated amortization:

Customer service agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20,434) (14,135)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17) (12)

Total accumulated amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20,451) (14,147)
Total intangible assets, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 105,615 $ 111,919

Amortization expense associated with intangible assets totaled approximately $3.2 million for each of the three 
months ended June 30, 2017 and 2016, and $6.3 million and $6.4 million for the six months ended June 30, 2017 and 
2016, respectively.

5.  DEBT

We have a $400 million senior secured credit agreement, the Credit Agreement, previously comprised of a $300 
million revolving credit facility, or the Revolving Credit Facility, and a $100 million term loan (borrowed in Canadian 
dollars), the Term Loan Facility, with Citibank, N.A., as administrative agent, and a syndicate of lenders. The Credit 
Agreement is a five year committed facility that matures on October 15, 2019. In March 2017, we repaid the total 
amounts previously outstanding on the Term Loan Facility. As a result, our Revolving Credit Facility comprises the 
full $400 million capacity of our Credit Agreement, subject to the limits set forth therein. As of June 30, 2017, our 
outstanding indebtedness consists solely of amounts borrowed on our Revolving Credit Facility.

Our Revolving Credit Facility and issuances of letters of credit are available for working capital, capital 
expenditures, permitted acquisitions and general partnership purposes, including distributions. We have the ability to 
increase the maximum amount of credit available under the Credit Agreement, as amended, by an aggregate amount 
of up to $100 million to a total facility size of $500 million, subject to receiving increased commitments from lenders 
or other financial institutions and satisfaction of certain conditions. The Revolving Credit Facility includes an aggregate 
$20 million sublimit for standby letters of credit and a $20 million sublimit for swingline loans. Obligations under the 
Revolving Credit Facility are guaranteed by our restricted subsidiaries (as such term is defined in our senior secured 
credit facility) and are secured by a first priority lien on our assets and those of our restricted subsidiaries, other than 
certain excluded assets. 

The average interest rate on our outstanding indebtedness was 3.68% and 3.66% at June 30, 2017 and 
December 31, 2016, respectively. In addition to the interest we incur on our outstanding indebtedness, we pay 
commitment fees of 0.50% on unused commitments, which rate will vary based on our consolidated net leverage ratio, 
as defined in our Credit Agreement. At June 30, 2017, we were in compliance with the covenants set forth in our Credit 
Agreement.
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We determined the capacity available to us under the terms of our Credit Agreement was as follows as of the 
specified dates:

June 30, 2017 December 31, 2016
(in millions)

Aggregate borrowing capacity under Credit Agreement. . . . . . . . . . . . . . . $ 400.0 $ 400.0
Less:  Term Loan Facility amounts outstanding . . . . . . . . . . . . . . . . . . . . . — 10.1

Revolving Credit Facility amounts outstanding . . . . . . . . . . . . . . . . 206.0 213.0
Letters of credit outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Available under Credit Agreement (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 194.0 $ 176.9
 
(1) Pursuant to the terms of our Credit Agreement, our borrowing capacity currently is limited to 5.0 times our trailing 12-month consolidated 

EBITDA for the quarter in which a material acquisition occurs and the two quarters following a material acquisition, as defined in our Credit 
Agreement, after which time the covenant returns to 4.5 times our trailing 12-month consolidated EBITDA. Our acquisition of the Stroud terminal 
is treated as a material acquisition under the terms of our Credit Agreement. As a result, the 5.0 times our trailing 12-month consolidated EBITDA 
covenant will be effective through December 31, 2017.

Interest expense associated with our outstanding indebtedness was as follows for the specified periods:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)
Interest expense on the Credit Agreement . . . . . . . . . $ 2,298 $ 2,318 $ 4,690 $ 4,286
Amortization of deferred financing costs . . . . . . . . . 215 215 430 430

Total interest expense . . . . . . . . . . . . . . . . . . . . . . . $ 2,513 $ 2,533 $ 5,120 $ 4,716

Our long-term debt balances included the following components as of the specified dates:

June 30, 2017 December 31, 2016
(in thousands)

Term Loan Facility. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 10,128
Revolving Credit Facility. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206,000 213,000
Less: Deferred financing costs, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,804) (2,234)

Total long-term debt, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 204,196 $ 220,894

6.  DEFERRED REVENUE

Our deferred revenue includes amounts we have received in cash from customers as payment for their minimum 
monthly commitment fees under take-or-pay contracts, where such payments exceed the charges implied by the 
customer’s actual throughput based on contractual rates set forth in our terminalling services agreements. We grant 
customers of our Hardisty terminal a credit for periods up to six months, which may be used to offset fees on throughput 
in excess of their minimum monthly commitments in future periods, to the extent capacity is available for the excess 
volume. We refer to these credits as make-up rights. We defer revenue associated with make-up rights until the earlier 
of when the throughput is utilized, the make-up rights expire, or when it is determined that the likelihood that the 
customer will utilize the make-up right is remote. A majority of our deferred revenue derived from the make-up rights 
provisions of our terminalling services agreements are denominated in Canadian dollars and translated into U.S. dollars 
at the exchange rate in effect at the end of the period. As a result, the balance of our deferred revenue may vary from 
period to period due to changes in the exchange rate between the U.S. dollar and the Canadian dollar.

Our deferred revenues also include amounts collected in advance from customers of our Fleet services business, 
which will be recognized as revenue when earned pursuant to the terms of our contractual arrangements. We have 
likewise prepaid the rent on our railcar leases that are associated with these deferred revenues, which we will recognize 
as expense concurrently with our recognition of the associated revenue.
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The following table provides details of our deferred revenue with unrelated customers as reflected in our 
consolidated balance sheets as of the dates indicated:

June 30, 2017 December 31, 2016
(in thousands)

Customer prepayments, current portion (1) . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,895 $ 3,705
Minimum monthly commitment fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,272 23,223

Total deferred revenue, current portion. . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,167 $ 26,928

Customer prepayments (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 264
Total deferred revenue, net of current portion . . . . . . . . . . . . . . . . . . . . . $ — $ 264

 
(1) Represents amounts associated with lease payments received in advance from our Fleet services customers.

Refer to Note 9 — Transactions with Related Parties for a discussion of deferred revenues associated with related 
parties included in our consolidated balance sheets.

7.  COLLABORATIVE ARRANGEMENT

We entered into a facilities connection agreement in 2014 with Gibson Energy Partnership, or Gibson, under 
which Gibson developed, constructed and operates a pipeline and related facilities connected to our Hardisty terminal. 
Gibson’s storage terminal is the exclusive means by which our Hardisty terminal receives crude oil. Subject to certain 
limited exceptions regarding manifest train facilities, our Hardisty terminal is the exclusive means by which crude oil 
from Gibson’s Hardisty storage terminal may be transported by rail. We remit pipeline fees to Gibson for the 
transportation of crude oil to our Hardisty terminal based on a predetermined formula. Pursuant to our arrangement 
with Gibson, we incurred $5.4 million and $5.3 million of expenses for the three months ended June 30, 2017 and 2016, 
respectively, and $10.8 million and $10.1 million for the six months ended June 30, 2017 and 2016, respectively, which 
are presented as “Pipeline fees” in our consolidated statements of income. Additionally, at June 30, 2017 and 
December 31, 2016, we had prepaid pipeline fees of $7.1 million and $6.8 million, respectively, included in “Prepaid 
expenses” on our consolidated balance sheets, which we will recognize as expense concurrently with our recognition 
of revenue that we deferred in connection with our minimum monthly volume commitments.

8.  NONCONSOLIDATED VARIABLE INTEREST ENTITIES

In 2014, we entered into purchase, assignment and assumption agreements to assign payment and performance 
obligations for certain operating lease agreements with lessors, as well as customer fleet service payments related to 
these operating leases, with unconsolidated entities in which we have variable interests.  These variable interest entities, 
or VIEs, include LRT Logistics Funding LLC, USD Fleet Funding LLC, USD Fleet Funding Canada Inc., and USD 
Logistics Funding Canada Inc. We treat these entities as variable interests under the applicable accounting guidance 
due to their having an insufficient amount of equity invested at risk to finance their activities without additional 
subordinated financial support. We are not the primary beneficiary of the VIEs, as we do not have the power to direct 
the activities that most significantly affect the economic performance of the VIEs, nor do we have the power to remove 
the managing member under the terms of the VIEs limited liability company agreements. Accordingly, we do not 
consolidate the results of the VIEs in our consolidated financial statements.

Prior to July 1, 2016, our activities with the VIEs were treated as related party transactions and disclosed in Note 
9 – Transactions with Related Parties due to the managing member of the VIEs being a member of the board of directors 
of USD. The managing member subsequently transferred ownership and control of the companies to a party that is 
unaffiliated with USD or us. As a result, for periods following June 30, 2016, we no longer treat the VIEs as related 
parties.

The following table summarizes the total assets and liabilities between us and the VIEs as reflected in our 
consolidated balance sheets at June 30, 2017 and December 31, 2016, as well as our maximum exposure to losses from 
entities in which we have a variable interest, but are not the primary beneficiary. Generally, our maximum exposure to 
losses is limited to amounts receivable for services we provided, reduced by any deferred revenues.
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June 30, 2017

Total assets Total liabilities
Maximum

exposure to loss
(in thousands)

Accounts receivable 28 $ — $ —
Accounts payable — 2 —
Deferred revenue, current portion — 923 —
Deferred revenue, net of current portion — — —

$ 28 $ 925 $ —

December 31, 2016

Total assets Total liabilities
Maximum

exposure to loss
(in thousands)

Accounts receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7 $ — $ —
Accounts payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3 —
Deferred revenue, current portion . . . . . . . . . . . . . . . . . . . . . . . . . — 1,297 —
Deferred revenue, net of current portion . . . . . . . . . . . . . . . . . . . . — 264 —

$ 7 $ 1,564 $ —

We have assigned certain payment and performance obligations under the leases and master fleet service 
agreements for 2,613 railcars to the VIEs, but we have retained certain rights and obligations with respect to the servicing 
of these railcars. 

During the quarter ended June 30, 2017, we provided no explicit or implicit financial or other support to these 
VIEs that were not previously contractually required.

9.  TRANSACTIONS WITH RELATED PARTIES

Nature of Relationship with Related Parties

USD is engaged in designing, developing, owning and managing large-scale multi-modal logistics centers and 
other energy-related midstream infrastructure across North America. USD is also the sole owner of USDG and the 
ultimate parent of our general partner. USD is owned by Energy Capital Partners, Goldman Sachs and certain members 
of its management.

USDG is the sole owner of our general partner and owns 5,278,963 of our common units and all 6,278,127 of 
our subordinated units representing a combined 43.8% limited partner interest in us. USDG also provides us with 
general and administrative support services necessary for the operation and management of our business.

USD Partners GP LLC, our general partner, currently owns all 461,136 of our general partner units representing 
a 1.7% general partner interest in us, as well as all of our incentive distribution rights. Pursuant to our partnership 
agreement, our general partner is responsible for our overall governance and operations.

Omnibus Agreement 

We are party to an omnibus agreement with USD, USDG and certain of their subsidiaries, including our general 
partner, pursuant to which we obtain and make payments for specified services provided to us and for out-of-pocket 
costs incurred on our behalf. We pay USDG, in equal monthly installments, the annual amount USDG estimates will 
be payable by us during the calendar year for providing services for our benefit. The omnibus agreement provides that 
this amount may be adjusted annually to reflect, among other things, changes in the scope of the general and 
administrative services provided to us due to a contribution, acquisition or disposition of assets by us or our subsidiaries, 
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or for changes in any law, rule or regulation applicable to us, which affects the cost of providing the general and 
administrative services. We also reimburse USDG for any out-of-pocket costs and expenses incurred on our behalf in 
providing general and administrative services to us. This reimbursement is in addition to the amounts we pay to reimburse 
our general partner and its affiliates for certain costs and expenses incurred on our behalf for managing our business 
and operations, as required by our partnership agreement.

The total amounts charged to us under the omnibus agreement for the three months ended June 30, 2017 and 2016, 
were $1.4 million and $1.4 million, respectively, and for the six months ended June 30, 2017 and 2016, were $2.8 
million and $2.9 million, respectively, which amounts are included in “Selling, general and administrative — related 
party” in our consolidated statements of income. At June 30, 2017 and December 31, 2016, we had balances payable 
related to these costs of $0.4 million and $0.2 million, respectively, recorded as “Accounts payable and accrued expenses
— related party” in our consolidated balance sheets.

From time to time, in the ordinary course of business, USD and its affiliates may receive vendor payments or 
other amounts due to us or our subsidiaries. In addition, we may make payments to vendors and other unrelated parties 
on behalf of USD and its affiliates for which they routinely reimburse us. We had a $0.1 million balance payable at 
June 30, 2017, related to these transactions included in “Accounts payable and accrued expenses— related party” and 
a $0.2 million balance receivable at December 31, 2016, associated with these transactions included in “Accounts 
receivable — related party” within our consolidated balance sheet.

Marketing Services Agreement

In connection with our purchase of the Stroud terminal, we entered into a Marketing Services Agreement, effective 
as of May 31, 2017, with USD Marketing LLC, or USDM, whereby we granted USDM the right to market the remaining 
capacity at the Stroud terminal in exchange for a nominal per barrel fee. USDM will fund any related capital costs 
associated with increasing the throughput or efficiency of the terminal to handle additional barrels. Upon expiration of 
our contract with the Stroud customer in June 2020, the same marketing rights will apply to throughput in excess of 
the throughput necessary for the Stroud terminal to generate Adjusted EBITDA that is at least equal to the average 
monthly Adjusted EBITDA derived from the Stroud terminal customer during the 12 months prior to expiration. We 
also granted USDG the right to develop other projects at the Stroud terminal in exchange for the payment to us of 
market-based compensation for the use of our property for such development projects. Any such development projects 
would be wholly-owned by USDG and would be subject to our existing right of first offer with respect to midstream 
projects developed by USDG. 

Variable Interest Entities

We entered into purchase, assignment and assumption agreements to assign payment and performance obligations 
for certain operating lease agreements, as well as customer fleet service payments related to these operating leases, 
with the VIEs. Prior to July 1, 2016, a member of the board of directors of USD exercised control over the VIEs as its 
managing member. Subsequent to June 30, 2016, the managing member transferred ownership of the VIEs to a party 
that is unaffiliated with USD or us. As a result, for periods following June 30, 2016, we no longer treat the VIEs as 
related parties. Refer to Note 8 – Nonconsolidated Variable Interest Entities for additional discussion and information 
regarding transactions with the VIEs subsequent to June 30, 2016. 

For periods prior to July 1, 2016, our related party sales to the VIEs are included in the accompanying consolidated 
statements of operations as set forth in the following table for the indicated periods:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Fleet services — related party . . . . . . . . . . . . . . . $ — $ 405 $ — $ 810
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Related Party Revenue and Deferred Revenue

We have agreements to provide USDM, a wholly-owned subsidiary of USDG, terminalling and fleet services 
with respect to our Hardisty terminal operations, which include reimbursement to us for certain out-of-pocket expenses 
we incur. In connection with our acquisition of the Stroud terminal, USDM assumed the rights and obligations for 
additional terminalling capacity at our Hardisty terminal from another customer, effective as of June 1, 2017, to facilitate 
the origination of crude oil barrels by the Stroud terminal customer from our Hardisty terminal for delivery to the Stroud 
terminal. As a result of the assumption of these rights and obligations by USDM, and in order to accommodate the 
needs of the Stroud terminal customer, the contracted term for the capacity held by USDM has been extended to June 30, 
2020, and they control approximately 25 percent of the available monthly capacity of the Hardisty terminal. The terms 
and conditions of these agreements are similar to the terms and conditions of agreements we have with other parties at 
the Hardisty terminal that are not related to us. 

Our related party sales to USDM are presented in the following table for the indicated periods:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Terminalling services — related party. . . . . . . . . . . . . . $ 2,518 $ 1,756 $ 4,258 $ 3,406
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . 891 891 1,781 1,781
Fleet services — related party . . . . . . . . . . . . . . . . . . . . 279 279 558 558
Freight and other reimbursables — related party . . . . . — — 1 —

$ 3,688 $ 2,926 $ 6,598 $ 5,745

We had no significant receivables from USDM as of June 30, 2017 and December 31, 2016 recorded in 
“Accounts receivable — related party.” We had deferred revenue included in “Deferred revenue, current — related 
party” in our consolidated balance sheets associated with our terminalling and fleet services agreements with USDM 
for amounts we have collected from them for their minimum volume commitment fees and prepaid lease amounts as 
follows for the indicated periods: 

June 30, 2017 December 31, 2016
(in thousands)

Customer prepayments, current portion (1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 410 $ 390
Minimum monthly commitment fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,071 3,902

   Total deferred revenue, current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,481 $ 4,292
 
(1) Represents amounts associated with lease payments received in advance.

Cash Distributions

During the six months ended June 30, 2017, we paid the following aggregate cash distributions to USDG as a 
holder of our common units and the sole owner of our subordinated units and to USD Partners GP LLC for their general 
partner interest.

Distribution
Declaration Date Record Date

Distribution 
Payment Date

Amount Paid to
 USDG

Amount Paid to
USD Partners GP 

LLC
(in thousands)

February 1, 2017 February 13, 2017 February 17, 2017 $ 3,814 $ 152
April 27, 2017 May 8, 2017 May 12, 2017 3,872 170

$ 7,686 $ 322
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Transition Services Agreement

In connection with our acquisition of the Casper terminal in November 2015, we entered into a transition services 
agreement with Cogent Energy Solutions, LLC, or Cogent, pursuant to which Cogent provided certain accounting, 
administrative, customer support and information technology support services to the Casper terminal for three months 
following the November 17, 2015, closing date, while we transitioned such services to our management. Two officers 
of an affiliate of our general partner are the principal owners of Cogent. As a result, these officers were considered to 
be beneficiaries of this agreement. Pursuant to the terms of this agreement, we incurred approximately $52 thousand
of expenses for the three and six months ended June 30, 2016. Cogent subsequently distributed to their partners the 
common units we issued to them in connection with our acquisition of the Casper terminal and is no longer considered 
a related party.

10.  COMMITMENTS AND CONTINGENCIES

From time to time, we may be involved in legal, tax, regulatory and other proceedings in the ordinary course of 
business. We do not believe that we are currently a party to any such proceedings that will have a material adverse 
impact on our financial condition or results of operations. 

In connection with the railcar services we provide, we regularly incur railcar cleanup and repair costs upon our 
return of these railcars to the lessors. We typically pass such costs on to our customers pursuant to the terms of our 
lease agreements with them. A legacy customer associated with a terminal sold by USD prior to our IPO has returned 
265 railcars to us, all of which the lessors claim require additional cleaning and repair from alleged corrosion. We are 
currently in discussions with the lessors and our customer regarding the validity of these additional costs. We believe 
that our customer will ultimately be responsible for any costs associated with these returns, and USD has agreed to 
indemnify us to the extent that we are unable to recover any such costs from our customer. 

11.  SEGMENT REPORTING

We manage our business in two reportable segments: Terminalling services and Fleet services. The Terminalling 
services segment charges minimum monthly commitment fees under multi-year take-or-pay contracts to load various 
grades of crude oil into railcars, as well as fixed fees per gallon to transload ethanol from railcars, including related 
logistics services. The Fleet services segment provides customers with railcars and fleet services related to the 
transportation of liquid hydrocarbons and biofuels under long-term, take-or-pay contracts. Corporate activities are not 
considered a reportable segment, but are included to present corporate and financing transactions which are not allocated 
to our established reporting segments.

Our segments offer different services and are managed accordingly. Our chief operating decision maker, or 
CODM, regularly reviews financial information about both segments in order to allocate resources and evaluate 
performance. Our CODM assesses segment performance based on the cash flows produced by our established reporting 
segments using Segment Adjusted EBITDA. We define Segment Adjusted EBITDA as “Net cash provided by operating 
activities” adjusted for changes in working capital items, changes in restricted cash, interest, income taxes, foreign 
currency transaction gains and losses, adjustments related to deferred revenue associated with minimum monthly 
commitment fees and other items which do not affect the underlying cash flows produced by our businesses. 
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The following tables summarize our reportable segment data: 

Three Months Ended June 30, 2017
Terminalling

services
Fleet

services Corporate Total
(in thousands)

Revenues
Terminalling services. . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,977 $ — $ — $ 21,977
Terminalling services — related party . . . . . . . . . . . . . . . 2,518 — — 2,518
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 — — 6
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 643 — 643
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . . . — 891 — 891
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 467 — 467
Fleet services — related party . . . . . . . . . . . . . . . . . . . . . — 279 — 279
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 89 119 — 208
Freight and other reimbursables — related party. . . . . . . — — — —

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,590 2,399 — 26,989
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . . . 1,795 — — 1,795
Pipeline fees. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,369 — — 5,369
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,534 — 1,534
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 89 119 — 208
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . 500 94 — 594
Selling, general and administrative . . . . . . . . . . . . . . . . . 1,185 188 2,385 3,758
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . 4,969 — — 4,969

Total operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . 13,907 1,935 2,385 18,227
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . 10,683 464 (2,385) 8,762

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 2,513 2,513
Loss associated with derivative instruments . . . . . . . . . . . 401 — — 401
Foreign currency transaction loss (gain) . . . . . . . . . . . . . . (13) 2 (89) (100)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 — — 3
Provision for (benefit from) income taxes . . . . . . . . . . . . . (2,423) 181 (192) (2,434)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,715 $ 281 $ (4,617) $ 8,379
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Three Months Ended June 30, 2016
Terminalling

services
Fleet

services Corporate Total
(in thousands)

Revenues
Terminalling services. . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23,459 $ — $ — $ 23,459
Terminalling services — related party. . . . . . . . . . . . . . . 1,756 — — 1,756
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 — — 22
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 647 — 647
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . . — 891 — 891
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 69 — 69
Fleet services — related party . . . . . . . . . . . . . . . . . . . . . — 684 — 684
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 19 331 — 350
Freight and other reimbursables — related party. . . . . . . — — — —

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,256 2,622 — 27,878
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . . . 2,026 — — 2,026
Pipeline fees. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,338 — — 5,338
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,538 — 1,538
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 19 331 — 350
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . 692 91 — 783
Selling, general and administrative . . . . . . . . . . . . . . . . . 1,056 207 2,249 3,512
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . 4,914 — — 4,914

Total operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . 14,045 2,167 2,249 18,461
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . 11,211 455 (2,249) 9,417

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 352 — 2,181 2,533
Gain associated with derivative instruments . . . . . . . . . . . (253) — — (253)
Foreign currency transaction loss (gain) . . . . . . . . . . . . . . 5 (20) — (15)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — —
Provision for (benefit from) income taxes . . . . . . . . . . . . . 1,948 (32) 1 1,917

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,159 $ 507 $ (4,431) $ 5,235
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Six Months Ended June 30, 2017
Terminalling

services
Fleet

services Corporate Total
(in thousands)

Revenues
Terminalling services. . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45,536 $ — $ — $ 45,536
Terminalling services — related party . . . . . . . . . . . . . . . 4,258 — — 4,258
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 — — 21
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,286 — 1,286
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . . . — 1,781 — 1,781
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 935 — 935
Fleet services — related party . . . . . . . . . . . . . . . . . . . . . — 558 — 558
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 110 255 — 365
Freight and other reimbursables — related party. . . . . . . — 1 — 1

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,925 4,816 — 54,741
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . . . 3,808 — — 3,808
Pipeline fees. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,786 — — 10,786
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3,067 — 3,067
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 110 256 — 366
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . 1,111 190 — 1,301
Selling, general and administrative . . . . . . . . . . . . . . . . . 2,400 484 4,621 7,505
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . 9,910 — — 9,910

Total operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . 28,125 3,997 4,621 36,743
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . 21,800 819 (4,621) 17,998

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170 — 4,950 5,120
Loss associated with derivative instruments . . . . . . . . . . . 612 — — 612
Foreign currency transaction loss (gain) . . . . . . . . . . . . . . (13) 2 (59) (70)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 — — 8
Provision for (benefit from) income taxes . . . . . . . . . . . . . (1,418) 315 (146) (1,249)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,441 $ 502 $ (9,366) $ 13,577
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,589 $ — $ — $ 33,589
Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 315,258 $ 3,018 $ 2,326 $ 320,602
Capital expenditures. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,773 $ — $ — $ 25,773
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Six Months Ended June 30, 2016
Terminalling

services
Fleet

services Corporate Total
(in thousands)

Revenues
Terminalling services. . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45,482 $ — $ — $ 45,482
Terminalling services — related party. . . . . . . . . . . . . . . 3,406 — — 3,406
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37 — — 37
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,290 — 1,290
Fleet leases — related party . . . . . . . . . . . . . . . . . . . . . . — 1,781 — 1,781
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 138 — 138
Fleet services — related party . . . . . . . . . . . . . . . . . . . . . — 1,368 — 1,368
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 19 714 — 733
Freight and other reimbursables — related party. . . . . . . — — — —

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,944 5,291 — 54,235
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . . . 4,069 — — 4,069
Pipeline fees. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,052 — — 10,052
Fleet leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3,071 — 3,071
Freight and other reimbursables . . . . . . . . . . . . . . . . . . . 19 714 — 733
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . 1,507 146 — 1,653
Selling, general and administrative . . . . . . . . . . . . . . . . . 2,290 401 5,207 7,898
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . 9,819 — — 9,819

Total operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . 27,756 4,332 5,207 37,295
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . 21,188 959 (5,207) 16,940

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 682 — 4,034 4,716
Loss associated with derivative instruments . . . . . . . . . . . 1,270 — — 1,270
Foreign currency transaction gain . . . . . . . . . . . . . . . . . . . (75) (70) — (145)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — —
Provision for (benefit from) income taxes . . . . . . . . . . . . . 3,731 (18) 1 3,714

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,580 $ 1,047 $ (9,242) $ 7,385
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,970 $ — $ — $ 33,970
Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 311,394 $ 5,886 $ 3,183 $ 320,463
Capital expenditures. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 246 $ — $ — $ 246
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Segment Adjusted EBITDA 

The following table provides a reconciliation of Segment Adjusted EBITDA to “Net cash provided by operating 
activities”:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Segment Adjusted EBITDA
Terminalling services . . . . . . . . . . . . . . . . . . . . . . . . $ 15,811 $ 17,095 $ 32,248 $ 33,230
Fleet services. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464 455 819 959
Corporate activities (1) . . . . . . . . . . . . . . . . . . . . . . . . (1,167) (1,280) (2,605) (3,510)

Total Adjusted EBITDA. . . . . . . . . . . . . . . . . . . . 15,108 16,270 30,462 30,679
Add (deduct):

Amortization of deferred financing costs . . . . . . . . . 215 215 430 430
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . 249 (50) 307 (96)
Changes in accounts receivable and other assets . . . (3,180) (467) (1,353) 1,507
Changes in accounts payable and accrued expenses. (1,486) (1,105) (1,086) (1,937)
Changes in deferred revenue and other liabilities . . . (1,400) 1,557 (2,520) 2,100
Change in restricted cash . . . . . . . . . . . . . . . . . . . . . (209) 1,793 (230) (633)
Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . (2,513) (2,533) (5,116) (4,716)
Benefit from (provision for) income taxes . . . . . . . . 2,434 (1,917) 1,249 (3,714)
Foreign currency transaction gain (2) . . . . . . . . . . . . . 100 15 70 145
Deferred revenue associated with minimum 
monthly commitment fees (3). . . . . . . . . . . . . . . . . . . (62) (424) (142) (1,187)

Net cash provided by operating activities. . . . . . . . $ 9,256 $ 13,354 $ 22,071 $ 22,578
 
(1) Corporate activities represent corporate and financing transactions that are not allocated to our established reporting segments.
(2) Represents foreign exchange transaction amounts associated with activities between our U.S. and Canadian subsidiaries.
(3) Represents deferred revenue associated with minimum monthly commitment fees in excess of throughput utilized, which fees are not refundable 

to our customers. Amounts presented are net of: (a) the corresponding prepaid Gibson pipeline fee that will be recognized as expense 
concurrently with the recognition of revenue; (b) revenue recognized in the current period that was previously deferred; and (c) expense 
recognized for previously prepaid Gibson pipeline fees, which correspond with the revenue recognized that was previously deferred. Refer 
to Note 6 - Deferred Revenues for additional discussion of deferred revenue.

12.  INCOME TAXES

U.S. Federal and State Income Taxes

We are treated as a partnership for U.S. federal and most state income tax purposes, with each partner being 
separately taxed on their share of our taxable income. One of our subsidiaries, USD Rail LP, has elected to be classified 
as an entity taxable as a corporation for U.S. federal income tax purposes. We are also subject to state franchise tax in 
the state of Texas, which is treated as an income tax under the applicable accounting guidance. Our U.S. federal income 
tax expense is based upon our estimated annual effective federal income tax rate of 34%, as applied to USD Rail LP’s 
taxable income of $0.8 million and $1.1 million for the three and six months ended June 30, 2017, respectively. We 
recorded a provision for U.S. federal income tax with respect to these periods utilizing net operating loss carryforwards 
to offset a portion of our taxable income. For the three and six months ended June 30, 2016, we had losses of $0.9 
million and $1.2 million, respectively, and as a result of these losses, we did not record a provision for U.S. federal 
income tax with respect to these periods.
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Foreign Income Taxes

Our Canadian operations are conducted through entities that are subject to Canadian federal and provincial 
income taxes. We computed the current income tax expense associated with our Canadian operations using the combined 
federal and provincial income tax rate of 27% applied to the pretax book income of our Canadian operations for the 
three and six months ended June 30, 2017 and 2016. The combined rate was also used to compute deferred income tax 
expense, which is the result of temporary differences that are expected to reverse in the future. 

The 2017 income tax expense of our Canadian operations includes a reduction to our estimate for 2016 income 
tax expense resulting from refunds of approximately $2.6 million (C$3.4 million) we determined in connection with 
the preparation of our Canadian federal and provincial income tax returns for 2016 that we filed in June 2017. In 2016, 
we adopted a methodology for determining the return attributable to our Canadian subsidiaries based upon completion 
of a study we initially commissioned in 2015, which modifies the amount of Canadian federal and provincial income 
taxes to which our Canadian operations are subject. We calculated our 2017 and 2016 income tax provisions for our 
Canadian operations utilizing this methodology.

Combined Effective Income Tax Rate

We determined our 2017 income tax expense based upon our estimated annual effective income tax rate of 
approximately 27% on a consolidated basis for fiscal year 2017, which rate is attributable to the multiple domestic and 
foreign tax jurisdictions to which we are subject.

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Current income tax expense (benefit):
U.S. federal income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 275 $ — $ 373 $ —
Benefit of U.S. federal operating loss carryforward. . . . . . . (158) — (256) —
State income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . (172) (7) (109) 30
Canadian federal and provincial income taxes expense

(benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,628) 1,974 (1,564) 3,780
Total current income tax expense (benefit) . . . . . . . . . . . . (2,683) 1,967 (1,556) 3,810

Deferred income tax expense (benefit):
U.S. federal income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53 — 174 —
Canadian federal and provincial income taxes expense

(benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196 (50) 133 (96)
Total change in deferred income tax expense (benefit) . . . 249 (50) 307 (96)

Provision for (benefit from) income taxes. . . . . . . . . . . . . . $ (2,434) $ 1,917 $ (1,249) $ 3,714
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The reconciliation between income tax expense based on the U.S. federal statutory income tax rate and our 
effective income tax expense is presented below:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Income tax expense at the U.S. federal statutory rate . . $ 2,022 $ 2,432 $ 4,192 $ 3,774
Amount attributable to partnership not subject to

income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,873) 215 (5,714) 1,159
Foreign income tax rate differential . . . . . . . . . . . . . . . 570 (515) 365 (959)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 (94) 11 (62)
State income tax expense (benefit) (1) . . . . . . . . . . . . . . (177) (7) (118) 30
Change in valuation allowance . . . . . . . . . . . . . . . . . . . 12 (114) 15 (228)

Provision for (benefit from) income taxes . . . . . . . . . $ (2,434) $ 1,917 $ (1,249) $ 3,714
 
(1) Net of the federal income tax expense or benefit for the deduction associated with state income taxes.

Our deferred income tax assets and liabilities reflect the income tax effect of differences between the carrying 
amounts of our assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 
Major components of deferred income tax assets and liabilities associated with our operations were as follows as of 
the dates indicated:

June 30, 2017
U.S. Foreign Total

(in thousands)
Deferred income tax assets

Deferred revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ —
Capital loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 453 453
Operating loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —

Deferred income tax liabilities
Unbilled revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (270) (270)
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (419) — (419)
Property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (464) (464)

Valuation allowance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (453) (453)
Deferred income tax liability, net . . . . . . . . . . . . . . . . . . . . . $ (419) $ (734) $ (1,153)

December 31, 2016
U.S. Foreign Total

(in thousands)
Deferred income tax assets

Deferred revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 89 $ — $ 89
Capital loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 438 438
Operating loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . 257 — 257

Deferred income tax liabilities
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (592) — (592)
Property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (577) (577)

Valuation allowance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (438) (438)
Deferred income tax liability, net . . . . . . . . . . . . . . . . . . . . . $ (246) $ (577) $ (823)
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We had no available U.S. federal loss carryforward remaining as of June 30, 2017, and approximately $0.8 million
as of December 31, 2016. Our available Canadian loss carryforward was approximately $4.5 million and $4.4 million
as of June 30, 2017 and December 31, 2016, respectively, which will begin expiring in 2033. 

We are subject to examination by the taxing authorities for the years ended December 31, 2016, 2015 and 2014. 
USD has agreed to indemnify us for all federal, state and local tax liabilities for periods preceding the closing date of 
our initial public offering. We did not have any unrecognized income tax benefits or any income tax reserves for 
uncertain tax positions as of June 30, 2017 and December 31, 2016.

13.  DERIVATIVE FINANCIAL INSTRUMENTS

Our net income and cash flows are subject to fluctuations resulting from changes in interest rates on our variable 
rate debt obligations and foreign currency exchange rates, particularly with respect to the U.S. dollar and the Canadian 
dollar. At June 30, 2017 and December 31, 2016, we did not employ any derivative financial instruments to manage 
our exposure to fluctuations in interest rates, although we may use derivative financial instruments, including swaps, 
options and other financial instruments with similar characteristics to manage this exposure in the future. 

Foreign Currency Derivatives

We derive a significant portion of our cash flows from our Hardisty terminal operations in the province of Alberta, 
Canada. These cash flows are denominated in Canadian dollars. As a result, fluctuations in the exchange rate between 
the Canadian dollar and the U.S. dollar could have a significant effect on our results of operations, cash flows and 
financial position. We endeavor to limit our foreign currency risk exposure using various types of derivative financial 
instruments with characteristics that effectively reduce or eliminate the impact to us of declines in the exchange rate 
for a specified value of Canadian dollar denominated cash flows we expect to exchange into U.S. dollars. All of our 
derivative financial instruments are employed in connection with an underlying asset, liability and/or forecasted 
transaction and are not entered into for speculative purposes.

In April 2016, we entered into four separate forward contracts with an aggregate notional amount of C$33.5 
million to manage our exposure to fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar 
resulting from our Canadian operations during the 2017 calendar year. Each forward contract effectively fixes the 
exchange rate we will receive for each Canadian dollar we sell to the counterparty. One of these forward contracts will 
settle at the end of each fiscal quarter during 2017 and secures an exchange rate where a Canadian dollar is exchanged 
for an amount between 0.7804 and 0.7809 U.S. dollars. 

In June 2015, we entered into four separate collar arrangements with an aggregate notional value of C$32.0 
million, which settled at the end of each fiscal quarter during 2016, each having a notional value ranging between             
C$7.9 million and C$8.1 million. These derivative contracts were executed to secure cash flows totaling C$32.0 million
at an exchange rate range where a Canadian dollar is exchanged for an amount between 0.84 and 0.86 U.S. dollars. 
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Commodity Derivatives

As a part of our purchase of the Stroud terminal and related facilities, we acquired crude oil used by the prior 
owner for line fill in the crude oil pipeline and tank bottoms for the storage tanks. We intend to sell this crude oil prior 
to the end of 2017. Due to our long position with respect to crude oil, fluctuations in crude oil prices could affect our 
results of operations, cash flows and financial positions. In order to mitigate this risk, we have entered into commodity 
swaps to fix the price we will receive upon our sale of the crude oil. 

In June 2017, we entered into two separate fixed-for-floating swap contracts with an aggregate notional amount 
of 31,778 barrels, or bbl, to manage our exposure to fluctuating crude oil prices. Each swap contract effectively fixes 
the price we will receive upon our delivery of the crude oil. The first contract for 18,395 bbl will settle in July 2017 at 
$47.20 per barrel and the second for 13,383 bbl will settle in October 2017 at $47.70 per barrel.

Derivative Positions

We record all of our derivative financial instruments at their fair values in the line items specified below within 
our consolidated balance sheets, the amounts of which were as follows at the dates indicated:

June 30, 2017 December 31, 2016
(in thousands)

Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 165 $ 1,167

We have not designated our derivative financial instruments as hedges of our commodity or foreign currency 
exposures. As a result, changes in the fair value of these derivatives are recorded as “Loss (gain) associated with 
derivative instruments” in our consolidated statements of income. The gains or losses associated with changes in the 
fair value of our derivative contracts do not affect our cash flows until the underlying contract is settled by making or 
receiving a payment to or from the counterparty. In connection with our derivative activities, we recognized the following 
amounts during the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Loss (gain) associated with derivative instruments . . . . . . $ 401 $ (253) $ 612 $ 1,270

We determine the fair value of our derivative financial instruments using third party pricing information that is 
derived from observable market inputs, which we classify as level 2 with respect to the fair value hierarchy. The 
following tables present summarized information about the fair values of our outstanding foreign currency contracts:

At June 30, 2017
At

December 31, 2016

Notional (C$)
Forward 
Rate (1)

Market 
Price (1) Fair Value Fair Value

(in thousands)
Forward contracts maturing in 2017

March 31, 2017 . . . . . . . . . . . . . . . . . . . . . . . . . C$ 8,300,000 0.7804 — $ — $ 299

June 30, 2017. . . . . . . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7805 — — 296

September 29, 2017 . . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7807 0.7725 69 290

December 29, 2017 . . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7809 0.7732 65 282

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 134 $ 1,167
 
(1) Forward rates and market prices are denoted in amounts where a Canadian dollar is exchanged for the indicated amount of U.S. 

dollars. The forward rate represents the rate we will receive upon settlement. The market price represents the rate we would 
expect to pay had the contract been settled on June 30, 2017.
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At June 30, 2017
Notional Market Price (1) Fixed Price (2) Fair Value
(in Bbls) (in thousands)

Commodity swaps maturing in 2017
July 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,395 $ 46.13 $ 47.20 $ 20
October 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,383 $ 46.86 $ 47.70 11

31,778 $ 31
 
(1) The market price represents the price we would pay to purchase one barrel of crude oil of the grade specified for the settlement 

date as set forth in the derivative contract as of June 30, 2017.
(2) The fixed price represents the fixed price we will receive upon our sale of one barrel of crude oil of the grade specified for the 

settlement date as set forth in the derivative contract.

We record the fair market value of our derivative financial instruments in our consolidated balance sheets as 
current and non-current assets or liabilities on a net basis by counterparty. The terms of the International Swaps and 
Derivatives Association Master Agreement, which governs our financial contracts and include master netting 
agreements, allow the parties to our derivative contracts to elect net settlement in respect of all transactions under the 
agreements. We did not have any liabilities associated with our derivative contracts at June 30, 2017 or 
December 31, 2016, that were offset against the asset balances for the respective periods.

14.  PARTNERS’ CAPITAL

Our common units and subordinated units represent limited partner interests in us. The holders of our common 
units and subordinated units are entitled to participate in partnership distributions and to exercise the rights and privileges 
available to limited partners under our partnership agreement.

Our Class A units are limited partner interests in us that entitle the holders to nonforfeitable distributions that 
are equivalent to the distributions paid in respect of our common units (excluding any arrearages of unpaid minimum 
quarterly distributions from prior quarters) and, as a result, are considered participating securities. Our Class A units 
do not have voting rights and vest in four equal annual installments over the four years following the consummation 
of our IPO only if we grow our annualized distributions each year. If we do not achieve positive distribution growth 
in any of these years, the Class A units that would otherwise vest for that year will be forfeited. The Class A units 
contain a conversion feature, which, upon vesting, provides for the conversion of the Class A units into common units 
based on a conversion factor that is tied to the level of our distribution growth for the applicable year. The conversion 
factor was 1.00 for the first vesting tranche, 1.50 for the second vesting tranche and will be no more than 1.75 for the 
third vesting tranche and 2.00 for the fourth and final vesting tranche. In February 2017, pursuant to the terms set forth 
in our partnership agreement, the second vesting tranche of 46,250 Class A units vested. We determined that, upon 
conversion, each vested Class A unit would receive one and one-half (1.50) common units based upon our distributions 
paid for the four preceding quarters. As a result, 46,250 Class A units were converted into 69,375 common units.

Our partnership agreement provides that, while any subordinated units remain outstanding, holders of our 
common units and Class A units will have the right to receive distributions of available cash from operating surplus 
each quarter in an amount equal to our minimum quarterly distribution per unit, plus (with respect to the common units) 
any arrearages in the payment of the minimum quarterly distribution on the common units from prior quarters, before 
any distributions of available cash from operating surplus may be made on the subordinated units.

Subordinated units convert into common units on a one-for-one basis in separate sequential tranches. Each 
tranche is comprised of 20.0 percent of the subordinated units issued in conjunction with our IPO. A separate tranche 
is eligible to convert on or after December 31, 2015 (but no more frequently than once in any twelve-month period), 
provided on such date: (i) distributions of available cash from operating surplus on each of the outstanding common 
units, Class A units, subordinated units and general partner units equaled or exceeded $1.15 per unit (the annualized 
minimum quarterly distribution) for the four quarter period immediately preceding that date; (ii) the adjusted operating 
surplus generated during the four quarter period immediately preceding that date equaled or exceeded the sum of $1.15
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per unit (the annualized minimum quarterly distribution) on all of the common units, Class A units, subordinated units 
and general partner units outstanding during that period on a fully diluted basis; and (iii) there are no arrearages in the 
payment of the minimum quarterly distribution on our common units. For each successive tranche, the four quarter 
period specified in clauses (i) and (ii) above must commence after the four quarter period applicable to any prior tranche 
of subordinated units. In February 2017, pursuant to the terms set forth in our partnership agreement, we converted the 
second tranche of 2,092,709 of our subordinated units into common units upon satisfaction of the conditions established 
for conversion.

Pursuant to the terms of the USD Partners LP 2014 Long-Term Incentive Plan, which we refer to as the LTIP, 
our phantom unit awards, or Phantom Units, granted to directors and employees of our general partner and its affiliates, 
which are classified as equity, are converted into our common units upon vesting. Equity-classified Phantom Units 
totaling 269,286 vested during the first half of 2017, of which 190,016 were converted into our common units after 
79,270 Phantom Units were withheld from participants for the payment of applicable employment-related withholding 
taxes. The conversion of these Phantom Units did not have any economic impact on Partners’ Capital, since the economic 
impact is recognized over the vesting period. Additional information and discussion regarding our unit based 
compensation plans is included below in Note 15 - Unit Based Compensation.

The board of directors of our general partner has adopted a cash distribution policy pursuant to which we intend 
to distribute at least the minimum quarterly distribution of $0.2875 per unit ($1.15 per unit on an annualized basis) on 
all of our units to the extent we have sufficient available cash after the establishment of cash reserves and the payment 
of our expenses, including payments to our general partner and its affiliates. The board of directors of our general 
partner may change our distribution policy at any time and from time to time. Our partnership agreement does not 
require us to pay cash distributions on a quarterly or other basis. The amount of distributions we pay under our cash 
distribution policy and the decision to make any distribution is determined by our general partner.

In June 2017, we completed an underwritten public offering of 3,000,000 common units that we used to repay 
a portion of the amounts outstanding on our revolving credit facility, including amounts we borrowed to fund our 
acquisition of the Stroud terminal. 

The following table presents the net proceeds from our common unit issuances:

Number of
Common Units

Issued

Public Offering
Price per Common

Unit

Net Proceeds to 
the 

Partnership (1)

(in millions)

June 7, 2017 Issuance 3,000,000 $ 11.60 $ 33.7
  

(1) Net of underwriter’s fees and discounts, commissions and issuance costs.
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15.  UNIT BASED COMPENSATION

Class A units

Our Class A units vest over a four year period if established distribution target thresholds are met each year of 
the four year vesting period. In February 2017, pursuant to the terms set forth in our partnership agreement, the second 
vesting tranche of 46,250 Class A units vested based upon our distributions paid for the four preceding quarters and 
were converted on a basis of one and one-half common units for each class A unit. As a result, we converted 46,250
Class A units into 69,375 common units. The grant date average fair value of all Class A units was $25.71 per unit at 
June 30, 2017 and 2016.

Six Months Ended June 30,

2017 2016

Class A units outstanding at beginning of period . . . . . . . . . . . . . . . . . . . . 138,750 185,000
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (46,250) (46,250)
Class A units outstanding at end of period . . . . . . . . . . . . . . . . . . . . . . . . . 92,500 138,750

We recognized compensation expense with regard to our Class A units of approximately $0.1 million and $0.2 
million for the three months ended June 30, 2017 and 2016, respectively, and $0.2 million and $0.5 million for the six 
months ended June 30, 2017 and 2016, respectively, which cost is included in “Selling, general and administrative” in 
our consolidated statements of income. We did not have any forfeitures during the three and six months 
ended June 30, 2017 or 2016. We have elected to account for actual forfeitures as they occur rather than applying an 
estimated forfeiture rate when determining compensation expense. 

Each holder of a Class A unit is entitled to nonforfeitable cash distributions equal to the product of the number 
of Class A units outstanding for the participant and the cash distribution per unit paid to our common unitholders. These 
distributions are included in “Distributions” as presented in our consolidated statements of cash flows and our 
consolidated statement of partners’ capital. However, any distributions paid on Class A units that are forfeited are 
reclassified to unit based compensation expense when it is determined that the Class A units are not expected to vest. 
For the three and six months ended June 30, 2017 and 2016, we did not recognize any compensation expense for 
distributions paid on Class A units that are not expected to vest. 

Long-term Incentive Plan

In 2017 and 2016, the board of directors of our general partner, acting in its capacity as our general partner, 
approved the grant of 687,099 and 576,373 Phantom Units, respectively, to directors and employees of our general 
partner and its affiliates under our LTIP. The total number of our common units initially authorized for issuance under 
the LTIP was 1,654,167, of which 132,232 remained available at June 30, 2017. The Phantom Units are subject to all 
of the terms and conditions of the LTIP and the Phantom Unit award agreements, which are collectively referred to as 
the Award Agreements. Award amounts for each of the grants are generally determined by reference to a specified dollar 
amount determined based on an allocation formula which included a percentage multiplier of the grantee’s base salary, 
among other factors, converted to a number of units based on the closing price of one of our common units preceding 
the grant date, as quoted on the NYSE.

Phantom Unit awards generally represent rights to receive our common units upon vesting. However, with respect 
to the awards granted to directors and employees of our general partner and its affiliates domiciled in Canada, for each 
Phantom Unit that vests, a participant is entitled to receive cash for an amount equivalent to the closing market price 
of one of our common units on the vesting date. Each Phantom Unit granted under the Award Agreements includes an 
accompanying distribution equivalent right, or DER, which entitles each participant to receive payments at a per unit 
rate equal in amount to the per unit rate for any distributions we make with respect to our common units. The Award 
Agreements granted to employees of our general partner and its affiliates generally contemplate that the individual 
grants of Phantom Units will vest in four equal annual installments based on the grantee’s continued employment 
through the vesting dates specified in the Award Agreements, subject to acceleration upon the grantee’s death or 
disability, or involuntary termination in connection with a change in control of the Partnership or our general partner. 
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Awards to independent directors of the board of our general partner typically vest over a one year period following the 
grant date. 

The following tables present our Equity-classified Phantom Unit award activity:

Number of Director
and Independent
Consultant Units

Number of
Employee Units

Weighted-
Average Grant
Date Fair Value

Per Unit

Phantom Unit awards at December 31, 2016. . . . . . . . . . . . . . . 64,830 730,808 $ 8.51
Granted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,999 633,955 $ 12.80
Vested. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (64,830) (204,456) $ 8.47
Forfeited. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (2,660) $ 11.20
Phantom Unit awards at June 30, 2017 . . . . . . . . . . . . . . . . . . . 24,999 1,157,647 $ 10.90

Number of Director
and Independent
Consultant Units

Number of
Employee Units

Weighted-
Average Grant
Date Fair Value

Per Unit

Phantom Unit awards at December 31, 2015. . . . . . . . . . . . . . . 24,045 349,976 $ 12.75
Granted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,830 471,412 $ 6.39
Vested. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20,442) (87,500) $ 12.79
Phantom Unit awards at June 30, 2016 . . . . . . . . . . . . . . . . . . . 68,433 733,888 $ 8.50

The following tables present our Liability-classified Phantom Unit award activity:

Number of Director
and Independent
Consultant Units

Number of
Employee Units

Weighted-
Average Grant
Date Fair Value

Per Unit

Phantom Unit awards at December 31, 2016 . . . . . . . . . . . . . 21,610 21,615 $ 7.70
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,333 19,812 $ 12.80
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (21,610) — $ 6.39
Phantom Unit awards at June 30, 2017 . . . . . . . . . . . . . . . . . . 8,333 41,427 $ 11.15

Number of Director
and Independent
Consultant Units

Number of
Employee Units

Weighted-
Average Grant
Date Fair Value

Per Unit

Phantom Unit awards at December 31, 2015 . . . . . . . . . . . . . 10,256 13,276 $ 12.78
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,610 17,021 $ 6.39
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,256) — $ 12.78
Phantom Unit awards at June 30, 2016 . . . . . . . . . . . . . . . . . . 21,610 30,297 $ 8.02

The fair value of each Phantom Unit on the grant date is equal to the closing market price of our common units 
on the grant date. We account for the Phantom Unit grants to independent directors and employees of our general partner 
and its affiliates domiciled in Canada that are paid out in cash upon vesting, throughout the requisite vesting period, 
by revaluing the unvested Phantom Units outstanding at the end of each reporting period and recording a charge to 
compensation expense in “Selling, general and administrative” in our consolidated statements of income and recognizing 
a liability in “Other current liabilities” in our consolidated balance sheets. With respect to the Phantom Units granted 
to employees of our general partner and its affiliates domiciled in the United States, we amortize the initial grant date 
fair value over the requisite service period using the straight-line method with a charge to compensation expense in 
“Selling, general and administrative” in our consolidated statements of income, with an offset to common units within 
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the Partners’ Capital section of our consolidated balance sheet. With respect to the Phantom Units granted to consultants 
and independent directors of our general partner and its affiliates domiciled in the United States, we revalue the unvested 
Phantom Units outstanding at the end of each reporting period throughout the requisite service period and record a 
charge to compensation expense in “Selling, general and administrative” in our consolidated statements of income, 
with an offset to common units within the Partners’ Capital section of our consolidated balance sheet.

For the three months ended June 30, 2017 and 2016, we recognized approximately $1.1 million and $0.7 million, 
respectively, of compensation expense associated with outstanding Phantom Units, and for the six months ended 
June 30, 2017 and 2016, we recognized approximately $1.8 million and $1.2 million, respectively. As of June 30, 2017, 
we have unrecognized compensation expense associated with our outstanding Phantom Units totaling $11.8 million, 
which we expect to recognize over a weighted average period of 3.07 years. We have elected to account for actual 
forfeitures as they occur rather than using an estimated forfeiture rate to determine the number of awards we expect to 
vest. 

We made payments to holders of the Phantom Units pursuant to the associated DERs granted to them under the 
Award Agreements as follows:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)
Equity-classified Phantom Units (1) . . . . . . . . . . . . . . . . . . $ 388 $ 247 $ 651 $ 360
Liability-classified Phantom Units . . . . . . . . . . . . . . 17 16 31 23

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 405 $ 263 $ 682 $ 383
 
(1) We reclassified $3 thousand for the three and six months ended June 30, 2017, to unit based compensation expense for DERs paid in relation 

to Phantom Units that have been forfeited. We had no forfeitures for the three and six months ended June 30, 2016.

16.  SUPPLEMENTAL CASH FLOW INFORMATION

The following table provides supplemental cash flow information for the periods indicated:

Six Months Ended June 30,
2017 2016

(in thousands)
Cash paid for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,414 $ 3,196
Cash paid for interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,937 $ 3,987

The following table provides supplemental information for the item labeled “Other” in the “Net cash provided 
by operating activities” section of our consolidated statements of cash flows:

Six Months Ended June 30,
2017 2016

(in thousands)
Loss associated with disposal of assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 18 $ —
Amortization of deferred financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 430 $ 430
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 307 $ (96)

$ 755 $ 334
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17.  RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED

Intangibles — Goodwill and Other

In January 2017, the FASB issued Accounting Standards Update No. 2017-04, or ASU 2017-04, which amends 
ASC Topic 350 to modify the concept of impairment from the condition that exists when the carrying amount of goodwill 
exceeds its implied fair value to the condition that exists when the carrying amount of a reporting unit exceeds its fair 
value. An entity no longer will determine goodwill impairment by calculating the implied fair value of goodwill by 
assigning the fair value of a reporting unit to all of its assets and liabilities as if that reporting unit had been acquired 
in a business combination. An entity should recognize an impairment loss for the amount by which the carrying amount 
of a reporting unit exceeds the reporting unit’s fair value. However, the loss recognized should not exceed the total 
amount of goodwill allocated to that reporting unit.

The pronouncement is effective for fiscal years beginning after December 15, 2019, or for any interim impairment 
testing within those fiscal years and is required to be applied prospectively, with early adoption permitted. We do not 
expect our adoption of this standard to have a material impact on our consolidated financial statements.

Restricted Cash

In November 2016, the FASB issued Accounting Standards Update No. 2016-18, or ASU 2016-18, which amends 
ASC Topic 230 to require that a statement of cash flows explain the change during the period in the total of cash, cash 
equivalents, and amounts generally described as restricted cash or restricted cash equivalents. Therefore, amounts 
generally described as restricted cash and restricted cash equivalents will be included with cash and cash equivalents 
when we reconcile the beginning-of-period and end-of-period total amounts shown on our consolidated statements of 
cash flows. 

The pronouncement is effective for fiscal years beginning after December 15, 2017, and interim periods within 
those fiscal years and is required to be applied retrospectively for all financial statements presented, with early adoption 
permitted. We do not expect to adopt this standard early, nor do we expect our adoption of this standard to have a 
material impact on our consolidated financial statements, other than the presentation of cash and cash equivalents within 
our consolidated statements of cash flows.

Leases

In February 2016, the FASB issued Accounting Standards Update No. 2016-02, or ASU 2016-02, which amends 
ASC Topic 842 to require balance sheet recognition of lease assets and lease liabilities by lessees for those leases 
classified as operating leases. The amendment provides an option that permits us to elect not to recognize the lease 
assets and liabilities for leases with a term of 12 months or less. The pronouncement is effective for years beginning 
after December 15, 2018, and early adoption is permitted. 

We cannot reasonably estimate the impact our adoption of ASU 2016-02 will currently have on our consolidated 
financial statements. We do not currently recognize operating leases in our balance sheets as will be required by ASU 
2016-02, but we record payments for operating leases as rent expense as incurred. Our process for implementing ASU 
2016-02 will involve evaluating all of our existing leases with terms greater than 12 months to quantify the impact to 
our financial statements, developing accounting policies and internal control processes to address adherence to the 
requirements of the standard, evaluating the capability of existing accounting systems and any enhancements needed,  
determining the need to modify any bank or debt compliance requirements, and training and educating our workforce 
and the investment community regarding the financial statement impact that application of the standard will have. We 
recently initiated steps to identify, accumulate and categorize our lease agreements into homogeneous groups to evaluate 
the particular terms for each type of agreements in relation to the requirements of ASU 2016-02 to determine the 
accounting impact, commonly referred to as an “Impact Assessment.” Once we have determined the impact ASU 
2016-02 will have on our current accounting for each particular type of lease, we will develop accounting policies and 
internal control processes and initiate other steps to implement ASU 2016-02. We do not currently expect to early adopt 
the provisions of this standard.
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Revenue from Contracts with Customers
 

In May 2014, the FASB issued Accounting Standards Update No. 2014-09, or ASU 2014-09, that outlines a 
single comprehensive model for entities to use in accounting for revenue arising from contracts with customers and 
supersedes most current revenue recognition guidance, including industry-specific guidance. ASU 2014-09 is effective 
for annual and interim periods beginning on or after December 15, 2017, and may be applied on either a full or modified 
retrospective basis. Additionally, the FASB has issued and is likely to continue issuing Accounting Standards Updates 
to clarify application of the guidance in the original standard and to provide practical expedients for implementing the 
guidance, all of which will be effective upon adoption. 

We have performed an initial assessment of the impact our adoption of ASU 2014-09 is expected to have on our 
current accounting policies, which remains subject to revision following the review and approval of our management. 
Our implementation of these policies will next require us to develop appropriate financial models to permit quantifying 
the impact our application of ASU 2014-09 will have on our previously issued financial statements.  Additionally, our 
implementation of ASU 2014-09 will require training and educating our workforce and the investment community 
regarding the financial statement impact that application of the standard will have based upon the terms of our existing 
contracts and any new contracts we may execute in the future. Our evaluation and modification of existing accounting 
policies is ongoing, but nearing completion.

We currently expect to adopt ASU 2014-09 by applying the full retrospective transition method. The most 
significant policy revision we have identified to date relates to our accounting for the make-up rights provisions granted 
to customers of our Hardisty terminal. Under our current policy, we defer revenue associated with the make-up rights 
provisions until the earlier of when the throughput is utilized, the make-up rights expire, or when we determine the 
likelihood that the customer will utilize the make-up right is remote. Our revised revenue policy will require us to assess 
the value of the make-up right option based upon the likelihood of exercise and the expected amount to be received 
from the option exercise to determine the amount of revenue to defer. For example, if we consider the make-up right 
option unlikely to be exercised, we would attribute no value to the option and apply 100% breakage, resulting in the 
recognition of all the revenue. We have identified other elements within our consolidated financial statements that are 
likely to be affected by our policy revisions for assessing the value of make-up right provisions granted to customers 
of our Hardisty terminal. However, we continue to evaluate the impact our adoption of ASU 2014-09 may have on 
other elements within our consolidated financial statements. We cannot currently quantify with sufficient accuracy the 
impact that our adoption will have on each of the elements we expect to be affected within our consolidated financial 
statements. 

The following discussion addresses the primary items within our financial statements we expect to be affected 
by our application of the requirements of ASU 2014-09, based upon modifications of our accounting policies, which 
have not yet been finalized. The discussion focuses on the impact we expect ASU 2014-09 to have on each of these 
items as compared with the amounts we have historically presented as a result of our application of currently accepted 
accounting standards associated with revenue. Once ASU 2014-09 is adopted and presented on a full retrospective 
basis, we anticipate the variances between periods for each of the items discussed will not be significantly different 
than the historical trends in each of these items. 

Terminalling Services Revenue and Deferred Revenue — We expect the terminalling services revenue of our 
Hardisty terminal operations to increase by a portion of the amounts previously deferred in connection with the payments 
we receive from our customers for their minimum monthly volume commitments. We have historically deferred 
recognition of all such amounts due to the make-up rights we have granted customers of our Hardisty terminal for 
periods up to six months following the month for which the minimum volume commitments were paid. Historically, 
breakage associated with these make-up right options has been 100%, which could result in our recognizing a portion, 
or all of the previously deferred amounts as revenue upon our adoption of ASU 2014-09. Breakage rates will be regularly 
evaluated and modified as necessary to reflect our current expectations and experience.

Pipeline Fees and Prepaid Expenses — We expect our pipeline fees to increase by a portion of the amounts we 
have paid to Gibson and historically recorded as prepaid pipeline fees in connection with the revenue we have collected 
from customers of our Hardisty terminal for minimum monthly commitment fees for which we have deferred recognition. 
We have historically recognized these prepaid pipeline fees as expense concurrently with the recognition of revenue 
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associated with the expiration of the make-up rights we granted to customers of our Hardisty terminal.  As a result of 
our expected recognition of a portion of the previously deferred revenue, we expect to concurrently recognize a 
comparable portion of the prepaid pipeline fees as expense in connection with our adoption of ASU 2014-09.  

Provision for Income Taxes and Non-current Deferred Income Tax Liability — As a result of the anticipated 
increases in “Terminalling services revenue” and “Pipeline fees” as discussed above, we expect our provision for income 
taxes and the related non-current deferred income tax liability to be affected by the change resulting from the expected 
increase in “Income (loss) from continuing operations before provision for income taxes.”

Other Comprehensive Income - Foreign Currency Translation and Accumulated Other Comprehensive Income 
— Our translation of the foregoing items within our consolidated income statements and balance sheets will also result 
in changes to the amounts reported in our consolidated statements of comprehensive income for “Other comprehensive 
income – foreign currency translation” and the related amount for “Accumulated other comprehensive income (loss)” 
included in our consolidated balance sheets. The functional currency of our Hardisty terminal is the Canadian dollar, 
which we translate into U.S. dollars for reporting in our consolidated financial statements.

Cash Flows From Operating Activities — We do not expect our adoption of ASU 2014-09 to affect the amount 
we report as cash flow from operating activities, as our adoption of this standard does not affect cash flow.  However, 
we expect the components that comprise “Net cash provided by operating activities” within our Consolidated Statements 
of Cash Flows will change to reflect the changes presented in the income statement and balance sheet items discussed 
above. 

18.  SUBSEQUENT EVENTS

Distribution to Partners 
On July 27, 2017, the board of directors of USD Partners GP LLC, acting in its capacity as our general partner, 

declared a quarterly cash distribution payable of $0.34 per unit, or $1.36 per unit on an annualized basis, for the three 
months ended June 30, 2017. The distribution represents an increase of $0.005 per unit, or 1.5% over the prior quarter 
distribution per unit, and is 18.3% over our minimum quarterly distribution per unit. The distribution will be paid on 
August 11, 2017, to unitholders of record at the close of business on August 7, 2017. The distribution will include 
payment of $4.8 million to our public common unitholders, $28 thousand to the Class A unitholders, an aggregate of 
$3.9 million to USDG as a holder of our common units and the sole owner of our subordinated units and $194 thousand 
to USD Partners GP LLC for its general partner interest and as holder of the IDR.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in 
conjunction with the unaudited consolidated financial statements and accompanying notes in “Item 1. Financial 
Statements” contained herein and our audited consolidated financial statements and accompanying notes included in 
“Item 8. Financial Statements and Supplementary Data” in our Annual Report on Form 10-K for the fiscal year ended 
December 31, 2016. Among other things, those consolidated financial statements include more detailed information 
regarding the basis of presentation for the following discussion and analysis. This discussion contains forward-looking 
statements that involve risks and uncertainties. Our actual results could differ materially from those discussed below. 
Factors that could cause or contribute to such differences include, but are not limited to, those identified below and 
those discussed in “Item 1A. Risk Factors” included in our Annual Report on Form 10-K for the fiscal year ended 
December 31, 2016. Please also read the “Cautionary Note Regarding Forward-Looking Statements” following the 
table of contents in this Report.

Throughout the following discussion we denote amounts denominated in Canadian dollars with “C$” immediately 
prior to the stated amount.

Overview 

We are a fee-based, growth-oriented master limited partnership formed by USD to acquire, develop and operate 
midstream infrastructure and complementary logistics solutions for crude oil, biofuels and other energy-related products. 
We generate substantially all of our operating cash flows from multi-year, take-or-pay contracts with primarily 
investment grade customers, including major integrated oil companies and refiners. Our principal assets include a 
network of crude terminals that facilitate the transportation of heavy crude oil from Western Canada to key demand 
centers across North America. Our operations include railcar loading and unloading, storage and blending in on-site 
tanks, inbound and outbound pipeline connectivity, truck transloading, as well as other related logistics services. We 
also provide our customers with leased railcars and fleet services to facilitate the transportation of liquid hydrocarbons 
and biofuels by rail. 

We do not take ownership of the products that we handle nor do we receive any payments from our customers 
based on the value of such products. We believe rail will continue as an important transportation option for energy 
producers, refiners and marketers due to its unique advantages relative to other transportation means. Specifically, rail 
transportation of energy-related products provides flexible access to key demand centers on a relatively low fixed-cost 
basis with faster physical delivery, while preserving the specific quality of customer products over long distances.

USDG, which owns our general partner, is engaged in designing, developing, owning, and managing large-scale 
multi-modal logistics centers and energy-related infrastructure across North America. USDG solutions create flexible 
market access for customers in significant growth areas and key demand centers, including Western Canada, the Permian 
Basin and the U.S. Gulf Coast. Among other projects, USDG is currently pursuing the development of a premier energy 
logistics terminal on the Houston Ship Channel with substantial tank storage capacity, multiple docks (including barge 
and deepwater), inbound and outbound pipeline connectivity, as well as a rail terminal with unit train capabilities.

Recent Developments

Stroud Terminal Acquisition

On June 2, 2017, we acquired a 76-acre crude oil terminal in Stroud, Oklahoma, the Stroud terminal, for 
approximately $22.8 million in cash. We acquired the Stroud terminal to facilitate rail-to-pipeline shipments of crude 
oil from our Hardisty terminal to Cushing, Oklahoma. The Stroud terminal includes unit train-capable unloading capacity 
of approximately 50,000 barrels per day, or Bpd, expandable to approximately 70,000 Bpd, as well as onsite tanks with 
140,000 barrels of total capacity and a truck bay. Additionally, the terminal includes a 12-inch diameter, 17-mile pipeline 
with a direct connection to the crude oil storage hub located in Cushing, Oklahoma. We also obtained a lease for 300,000 
barrels of crude oil tank storage at the Cushing hub to receive outbound shipments of crude oil from the Stroud terminal. 
Inbound product is delivered by the Stillwater Central Rail, which handles deliveries from both the BNSF and the 
Union Pacific railways. 
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In connection with this acquisition, we also purchased approximately $1.4 million and expect to purchase another 
$1.2 million of crude oil used by the prior owner for line fill and tank bottoms, all of which we sold in July or expect 
to sell in the near term. Additionally, we capitalized approximately $1.3 million of one-time transaction costs. During 
the third quarter of 2017, we expect to incur approximately $1.2 million of growth capital expenditures to retrofit the 
Stroud terminal to handle heavy grades of Canadian crude oil.

Concurrent with the Stroud acquisition, we entered into a new multi-year, take-or-pay terminalling services 
agreement with an investment grade rated multi-national energy company, the Stroud customer, for the use of 
approximately 50% of the available capacity at the Stroud terminal. The term of this agreement is scheduled to begin 
on October 1, 2017, and to conclude on June 30, 2020, unless otherwise renewed or extended. To facilitate the origination 
of barrels from our Hardisty terminal to be shipped to the Stroud terminal, an affiliate of our general partner assumed 
the rights and obligations for additional capacity at our Hardisty terminal from another customer, effective June 1, 2017, 
and entered into an agreement with the Stroud customer for the aggregate loading capacity held by our affiliate and 
our former customer. This transaction effectively extends the contracted term for approximately 25% of the Hardisty 
terminal’s capacity to June 2020. 

We believe the Stroud terminal represents one of the most advantaged rail destinations for Western Canadian 
crude oil given established connectivity from Cushing to multiple refining centers across the U.S., including 
underutilized pipelines to major refining centers along the Gulf Coast. As such, we expect customers to achieve a lower 
all-in transportation cost relative to railing directly to destinations along the Gulf Coast. Rail also generally provides 
greater ability to preserve the specific quality of a customer’s product relative to pipelines, providing value to a producer 
or refiner. 

Equity Offering

On June 7, 2017, we issued 3,000,000 common units in an underwritten public offering at a public offering price 
of $11.60 per unit. We received proceeds, net of offering costs, of approximately $33.7 million, which we used to repay 
amounts outstanding under our Revolving Credit Facility, including amounts used to fund our purchase of the Stroud 
terminal. 

San Antonio Terminal

We have historically operated a unit train-capable ethanol destination terminal in San Antonio, Texas, that we 
ceased operating in the second quarter of 2017 following the conclusion of our customer’s agreement with us. We are 
exploring opportunities to provide ethanol terminalling services to other potential customers in the San Antonio market 
from this existing location or other locations.

Customer Contract Expirations and Renewals

A customer of our Casper terminal, whose existing terminalling services agreement with us expires in the third 
quarter of 2017, has indicated that they do not intend to renew their agreement with us. We cannot fully estimate the 
impact the expiration of this contract will have on our financial results, but this contract expiration could result in the 
potential impairment of amounts we have recorded as goodwill, as well as the intangible assets associated with our 
customer service agreements. The expiring agreement contributed approximately $15 million to our “Terminalling 
services” revenue and approximately $12 million of Adjusted EBITDA during the twelve months ended June 30, 2017. 
We continue to actively pursue commercial arrangements with other existing and potential new customers for the 
provision of terminalling services to utilize the available capacity. However, we cannot make any assurances regarding 
the outcome or timing of these endeavors.  

As discussed in this Report, we continue to expect Western Canada crude oil production, including announced 
additions to oil sands production capacity, to exceed near-term pipeline takeaway capacity, providing a meaningful 
opportunity to meet upcoming takeaway needs with our strategically-positioned and scalable assets, particularly given 
current industry headwinds for new infrastructure projects.
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Market Update

Substantially all of our operating cash flows are generated from take-or-pay contracts and, as a result, are not 
directly related to actual throughput volumes at our crude oil terminals. Throughput volumes are primarily influenced 
by the difference in price between Western Canadian Select, or WCS, and other grades of crude oil, commonly referred 
to as spreads, rather than absolute price levels. WCS spreads are influenced by several market factors, including the 
availability of supplies relative to the level of demand from refiners and other end users, the price and availability of 
alternative grades of crude oil, the availability of takeaway capacity, as well transportation costs from supply areas to 
demand centers. 

In March 2017, an incident at the Syncrude Mildred Lake Upgrader facility resulted in a major unplanned outage 
and accelerated the timing of planned turnaround activities and maintenance work. This decreased the supply of synthetic 
crude oil available to the market during the second quarter of 2017. In turn, producers who mix synthetic crude oil with 
bitumen were forced to reduce their production of heavy blended crude oil. As a result, near-term spreads between 
WCS and other benchmarks have tightened. Suncor Energy, the majority owner of the Syncrude project, reported that 
the plant is currently operating at reduced rates and that production is expected to return to normal operating rates by 
early August. We do not expect this supply disruption to have a long-term impact on the volumes of crude oil flowing 
from Western Canada into the U.S.

Western Canadian crude oil production is projected to increase throughout the next decade, driven primarily by 
developments in Alberta’s oil sands region. In June 2017, the Canadian Association of Petroleum Producers, or CAPP, 
projected that the supply of crude oil from Western Canada will grow by approximately 760,000 Bpd by 2020 and 1.1 
million Bpd by 2025 relative to 2016.  

Additionally, we expect the recent consolidation of Western Canadian oil sands production assets among active 
Canadian producers will drive further increases in crude oil production as cost savings and technological advancements 
made during the recent commodity price downturn are incorporated into future development plans. For example, in 
May 2017, Cenovus Energy Inc. acquired the remaining 50% ownership interest in its Foster Creek Christina Lake 
partnership and the majority of the Deep Basin conventional assets previously owned by the ConocoPhillips Company. 
In June 2017, Cenovus announced a 10,000 Bpd or approximately 30% increase in its expected Foster Creek Phase H 
production capacity due to redesign and optimization efforts, as well as a 20,000 Bpd or approximately 40% increase 
for its Narrows Lake Phase A resulting from the first commercial implementation of solvents following successful pilot 
results. 

 As a result, we continue to expect that growing crude oil supplies from Western Canada will exceed available 
pipeline takeaway capacity, causing a widening of WCS spreads and increasing demand for rail transportation solutions, 
consistent with previous cycles. Our expectations are supported by multiple industry forecasts which project an increase 
in the demand for rail takeaway over the next several years and potentially longer if proposed pipeline developments 
do not meet currently planned timelines due to regulatory or other headwinds. 

Our Hardisty and Casper terminals, with established capacity and scalable designs, are well-positioned as strategic 
locations to meet expected future takeaway needs. Additionally, we believe our Stroud terminal near the Cushing hub 
represents the most advantaged rail destination for Western Canadian crude oil given established connectivity from 
Cushing to multiple refining centers across the U.S., including underutilized pipelines to major refining centers along 
the Gulf Coast. We expect these advantages, including our recently established origin-to-destination capabilities, should 
result in re-contracting and expansion opportunities across our terminal network. 

Our sponsor retained the right to develop certain expansions of our Hardisty and Stroud terminals, which they 
are actively pursuing. These expansions may include solutions to transport heavier grades of crude oil produced in 
Western Canada, which our sponsor believes will maximize benefits to producers, refiners and railroads. Additionally, 
our sponsor, through its Texas Deepwater Partners joint venture, is engaged with potential customers to support the 
development of a large scale energy logistics terminal on the Houston Ship Channel. The 988-acre facility could support 
up to twelve million barrels of liquid storage, multiple docks (including barge and deepwater), inbound and outbound 
pipeline connectivity, as well as a rail terminal with unit train capabilities. We anticipate that any such projects developed 
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by our sponsor would be subject to the right of first offer in our favor contained in the omnibus agreement between us 
and USD.

How We Generate Revenue 

We conduct our business through two distinct reporting segments: Terminalling services and Fleet services. We 
have established these reporting segments as strategic business units to facilitate the achievement of our long-term 
objectives, to assist in resource allocation decisions and to assess operational performance.

Terminalling Services

Our terminalling services segment includes our crude oil and ethanol terminals. Our Hardisty terminal, which 
commenced operations in late June 2014, is an origination terminal where we load into railcars various grades of 
Canadian crude oil received from Gibson’s Hardisty storage terminal. Our Hardisty terminal can load up to two 120-
railcar unit trains per day and consists of a fixed loading rack with approximately 30 railcar loading positions, a unit 
train staging area and loop tracks capable of holding five unit trains simultaneously. Our Casper terminal, acquired in 
November 2015, is a crude oil storage, blending and railcar loading terminal. The terminal currently offers six customer-
dedicated storage tanks with 900,000 Bbls of total capacity, unit train-capable railcar loading capacity in excess of 
100,000 Bpd, as well as truck transloading capabilities. Our Casper terminal is supplied with multiple grades of Canadian 
crude oil through a direct connection with Spectra Energy Partners’ Express Pipeline, as well as local production through 
two truck unloading units. Our West Colton terminal, completed in November 2009, is a unit train-capable destination 
terminal that can transload up to 13,000 bpd of ethanol received by rail from producers onto trucks to meet local demand 
in the San Bernardino and Riverside County-Inland Empire region of Southern California. The West Colton terminal 
has 20 railcar offloading positions and three truck loading positions. Substantially all of our cash flows are generated 
from multi-year, take-or-pay terminal services agreements with customers at our Hardisty and Casper terminals that 
include minimum monthly commitment fees. Our West Colton terminal operates under a minimum monthly commitment 
fee arrangement that is terminable on 150 days’ notice. Our recently acquired Stroud terminal, as previously described, 
is also included in our terminalling services segment from the June 2, 2017, acquisition date and is expected to begin 
producing revenue upon the commencement of its terminalling services agreement in October 2017.

Fleet Services

We provide our customers with leased railcars and fleet services related to the transportation of liquid 
hydrocarbons and biofuels by rail on a multi-year, take-or-pay basis under master fleet services agreements for initial 
terms ranging from five to nine years. The weighted average remaining contract life on our railcar fleet is approximately 
3.6 years. We do not own any railcars. As of June 30, 2017, our railcar fleet consisted of 2,953 railcars, which we leased 
from various railcar manufacturers and financial entities, including 2,108 coiled and insulated, or C&I, railcars. We 
have assigned certain payment and performance obligations under the leases and master fleet service agreements for 
2,613 of the railcars to other parties, but we have retained certain rights and obligations with respect to the servicing 
of these railcars. 

Under the master fleet services agreements, we provide customers with railcar-specific fleet services, which may 
include, among other things, the provision of relevant administrative and billing services, the repair and maintenance 
of railcars in accordance with standard industry practice and applicable law, the management and tracking of the 
movement of railcars, the regulatory and administrative reporting and compliance as required in connection with the 
movement of railcars, and the negotiation for and sourcing of railcars. Our customers typically pay us and our assignees 
monthly fees per railcar for these services, which include a component for railcar use and a component for fleet services. 

How We Evaluate Our Operations 

Our management uses a variety of financial and operating metrics to evaluate our operations. We consider these 
metrics to be significant factors in assessing our ability to generate cash and pay distributions and include: (i) Adjusted 
EBITDA and DCF; (ii) operating and maintenance expenses; and (iii) volumes. We define Adjusted EBITDA and DCF 
below. 
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Adjusted EBITDA and Distributable Cash Flow 

We define Adjusted EBITDA as “Net cash provided by operating activities” adjusted for changes in working 
capital items, changes in restricted cash, interest, income taxes, foreign currency transaction gains and losses, 
adjustments related to deferred revenue associated with minimum monthly commitment fees and other items which do 
not affect the underlying cash flows produced by our businesses. Adjusted EBITDA is a non-GAAP, supplemental 
financial measure used by management and external users of our financial statements, such as investors and commercial 
banks, to assess:

• our liquidity and the ability of our business to produce sufficient cash flow to make distributions to our 
unitholders; and

• our ability to incur and service debt and fund capital expenditures.  

We define Distributable Cash Flow, or DCF, as Adjusted EBITDA less net cash paid for interest, income taxes 
and maintenance capital expenditures. DCF does not reflect changes in working capital balances. DCF is a non-GAAP, 
supplemental financial measure used by management and by external users of our financial statements, such as investors 
and commercial banks, to assess: 

• the amount of cash available for making distributions to our unitholders; 

• the excess cash flow being retained for use in enhancing our existing business; and

• the sustainability of our current distribution rate per unit.

We believe that the presentation of Adjusted EBITDA and DCF in this report provides information that enhances 
an investor’s understanding of our ability to generate cash for payment of distributions and other purposes. The GAAP 
measure most directly comparable to Adjusted EBITDA and DCF is “Net cash provided by operating activities.” 
Adjusted EBITDA and DCF should not be considered as alternatives to “Net cash provided by operating activities” or 
any other measure of liquidity presented in accordance with GAAP. Adjusted EBITDA and DCF exclude some, but 
not all, items that affect cash from operations, and these measures may vary among other companies. As a result, 
Adjusted EBITDA and DCF may not be comparable to similarly titled measures of other companies.
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The following table sets forth a reconciliation of Adjusted EBITDA and DCF to the most directly comparable 
financial measure calculated and presented in accordance with GAAP:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Reconciliation of Net cash provided by operating activities to 
Adjusted EBITDA and Distributable cash flow:
Net cash provided by operating activities . . . . . . . . . . . . . . . . . $ 9,256 $ 13,354 $ 22,071 $ 22,578
Add (deduct):

Amortization of deferred financing costs . . . . . . . . . . . . . . . . . . (215) (215) (430) (430)
Deferred income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (249) 50 (307) 96
Changes in accounts receivable and other assets . . . . . . . . . . . . 3,180 467 1,353 (1,507)
Changes in accounts payable and accrued expenses. . . . . . . . . . 1,486 1,105 1,086 1,937
Changes in deferred revenue and other liabilities . . . . . . . . . . . . 1,400 (1,557) 2,520 (2,100)
Change in restricted cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 209 (1,793) 230 633
Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,513 2,533 5,116 4,716
Provision for (benefit from) income taxes . . . . . . . . . . . . . . . . . (2,434) 1,917 (1,249) 3,714
Foreign currency transaction gain (1) . . . . . . . . . . . . . . . . . . . . . . (100) (15) (70) (145)
Deferred revenue associated with minimum monthly 
commitment fees (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62 424 142 1,187

Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,108 16,270 30,462 30,679
Add (deduct):

Cash paid for income taxes (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . (798) (1,486) (1,414) (3,196)
Cash paid for interest. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,575) (2,180) (4,937) (3,987)
Maintenance capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . (72) (18) (198) (18)

Distributable cash flow. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,663 $ 12,586 $ 23,913 $ 23,478
 
(1) Represents foreign exchange transaction amounts associated with activities between our U.S. and Canadian subsidiaries.
(2) Represents deferred revenue associated with minimum monthly commitment fees in excess of throughput utilized, which fees are not refundable 

to our customers. Amounts presented are net of: (a) the corresponding prepaid Gibson pipeline fee that will be recognized as expense concurrently 
with the recognition of revenue; (b) revenue recognized in the current period that was previously deferred; and (c) expense recognized for 
previously prepaid Gibson pipeline fees, which correspond with the revenue recognized that was previously deferred. Refer to the discussion 
in Note 6. Deferred Revenue of our consolidated financial statements included in Part I, Item 1 of this report.

(3) Includes a partial refund of approximately $0.7 million (representing C$0.9 million) received in the three months ended March 31, 2017, for 
our 2015 foreign income taxes.

Operating and Maintenance Expenses

Our management seeks to maximize the profitability of our operations by effectively managing operating and 
maintenance expenses. As our terminal facilities and related equipment age, we expect to incur regular maintenance 
expenditures to maintain the operating capabilities of our terminals in compliance with sound business practices, our 
contractual relationships and regulatory requirements for operating these assets. We record these maintenance and other 
expenses associated with operating our assets in “Operating and maintenance” costs in our consolidated statements of 
income. 

Our operating expenses are comprised primarily of pipeline fees, repairs and maintenance expenses, materials 
and supplies, subcontracted rail expenses, utility costs, insurance premiums and rent for facilities and equipment. With 
additional volumes of crude oil handled at our terminals, we expect to incur additional operating costs, including 
subcontracted rail services and pipeline fees. In addition, our operating expenses include the cost of leasing railcars 
from third-party railcar suppliers and the shipping fees charged by railroads, which costs are generally passed through 
to our customers. We expect our expenses to remain relatively stable, but they may fluctuate from period to period 
depending on the mix of activities performed during a period and the timing of these expenditures.
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Volumes 

The amount of Terminalling services revenue we generate depends on minimum customer commitment fees and 
the volume of crude oil that we handle at our terminals in excess of those minimum commitments, as well as the volume 
of biofuels transloaded at our ethanol terminals. These volumes are primarily affected by the supply of and demand 
for crude oil, refined products and biofuels in the markets served directly or indirectly by our assets. Additionally, these 
volumes are affected by the spreads between the benchmark prices for these products, which are influenced by, among 
other things, the available takeaway capacity in those markets. Although customers at our crude terminals have 
committed to minimum monthly fees under their terminal services agreements with us, which will generate the majority 
of our Terminalling services revenue, our results of operations will also be impacted by: 

• our customers’ utilization of our terminals in excess of their minimum monthly volume commitments; 
• our ability to identify and execute accretive acquisitions and commercialize organic expansion projects to 

capture incremental volumes; and 
• our ability to renew contracts with existing customers, enter into contracts with new customers, increase 

customer commitments and throughput volumes at our terminals, and provide additional ancillary services at 
those terminals.

Factors Affecting the Comparability of Our Financial Results 

We expect our business to continue to be affected by the key trends discussed in “Item 7. Management’s Discussion 
and Analysis of Financial Condition—Factors That May Impact Future Results of Operations” in our Annual Report 
on Form 10-K for the fiscal year ended December 31, 2016. To the extent our underlying assumptions about, or 
interpretations of, available information prove to be incorrect, our actual results may vary materially from our expected 
results.

 The comparability of our current financial results in relation to prior periods are affected by the factors described 
below. 

Foreign Currency Exchange Rates

We derive a significant amount of operating income from our Canadian operations, particularly our Hardisty 
terminal. Given our exposure to fluctuations in the exchange rate between the Canadian dollar and the U.S. dollar, our 
operating income and assets which are denominated in Canadian dollars will be positively affected when the Canadian 
dollar increases in relation to the U.S. dollar and will be negatively affected when the Canadian dollar decreases relative 
to the U.S. dollar, assuming all other factors are held constant. Conversely, our liabilities which are denominated in 
Canadian dollars will be positively affected when the Canadian dollar decreases in relation to the U.S. dollar and will 
be negatively affected when the Canadian dollar increases relative to the U.S. dollar. 

We have entered into derivative contracts to mitigate a significant portion of the potential impact that fluctuations 
in the value of the Canadian dollar relative to the U.S. dollar may have on cash flows generated by our Hardisty terminal 
operations through 2017. As a result, we do not expect foreign currency exchange rates to have a significant impact on 
our operating cash flows in the near term. Our derivative contracts, which cover the majority of our Canadian cash 
flows, secured a minimum exchange rate of 0.84 U.S. dollars per Canadian dollar for our 2016 fiscal year and effectively 
fix an exchange rate of 0.78 U.S. dollars per Canadian dollar for our 2017 fiscal year. The average exchange rates for 
the Canadian dollar in relation to the U.S. dollar were 0.7495 and 0.7524 for the six months ended June 30, 2017 and 
2016, respectively.
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Income Tax Expense 

 In 2016, we adopted a methodology for determining the return attributable to our Canadian subsidiaries based 
upon completion of a study we initially commissioned in 2015, which modifies the amount of Canadian federal and 
provincial income taxes to which our Canadian operations are subject. We calculated our 2017 and 2016 income tax 
provisions for our Canadian operations utilizing this methodology.  Our 2017 provision for income taxes includes a 
reduction to our estimated income tax liability for 2016, based upon the Canadian federal and provincial income tax 
returns for 2016 we filed in June 2017, which resulted in expected refunds of approximately $2.6million (C$3.4 million). 
We have also reduced the estimated income tax expense we expect to incur for 2017, based upon the income tax returns 
filed for 2016. 



42

RESULTS OF OPERATIONS

We conduct our business through two distinct reporting segments: Terminalling services and Fleet services. We 
have established these reporting segments as strategic business units to facilitate the achievement of our long-term 
objectives, to aid in resource allocation decisions and to assess operational performance.

The following table summarizes our operating results by business segment and corporate charges for the periods 
indicated:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Operating income (loss)
Terminalling services . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,683 $ 11,211 $ 21,800 $ 21,188
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464 455 819 959
Corporate and other . . . . . . . . . . . . . . . . . . . . . . . . . . (2,385) (2,249) (4,621) (5,207)

Total operating income. . . . . . . . . . . . . . . . . . . . . . . 8,762 9,417 17,998 16,940
Interest expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,513 2,533 5,120 4,716
Loss (gain) associated with derivative instruments . . . 401 (253) 612 1,270
Foreign currency transaction gain. . . . . . . . . . . . . . . . . (100) (15) (70) (145)
Other expense, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 — 8 —
Provision for (benefit from) income taxes . . . . . . . . . . (2,434) 1,917 (1,249) 3,714

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,379 $ 5,235 $ 13,577 $ 7,385

Summary Analysis of Operating Results

Changes in our operating results for the three and six months ended June 30, 2017, as compared with our operating 
results for the three and six months ended June 30, 2016, were primarily driven by: 

• additional terminalling services revenue recognized from amounts previously deferred, which resulted from the 
expiration of greater amounts of make-up rights granted to customers of our Hardisty terminal in the current year 
relative to the prior year, partially offset by two months without revenue from the San Antonio rail terminal resulting 
from the termination of our customer agreement as of May 2017;

• additional pipeline fees recognized as expense from previously prepaid amounts, which correspond with the 
recognition of previously deferred revenue from our Hardisty terminal;

• a higher weighted average interest rate in 2017 relative to 2016 and a higher weighted average balance of debt 
outstanding related to our acquisition of the Stroud terminal which has since been repaid; and

• benefits from income taxes resulting from revisions to our estimates of 2016 Canadian federal and provincial income 
tax provisions, based on the actual taxable income of our Canadian operations. As a result, we expect to receive 
refunds totaling C$3.4 million (approximately $2.6 million) during the second half of 2017, which we recorded as 
a reduction to our provision for income taxes during the three months ended June 30, 2017. We also updated our 
estimates of 2017 Canadian federal and provincial income tax provisions, which further reduced our provision for 
income taxes producing a benefit from income taxes for the six months ended June 30, 2017.

Although we acquired the Stroud terminal in June 2017 and began incurring related expenses in the second quarter 
of 2017, our customer contracts do not commence until October 1, 2017, at which time we expect our operation of the 
terminal and related facilities to positively affect the operating results of our terminalling services business.

A comprehensive discussion of our operating results by segment is presented below.



43

RESULTS OF OPERATIONS - BY SEGMENT

TERMINALLING SERVICES

The following table sets forth the operating results of our Terminalling services business and the approximate 
average daily throughput volumes of our terminals for the periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Revenues
Terminalling services . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,495 $ 25,215 $ 49,794 $ 48,888
Railroad incentives . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 22 21 37
Freight and other reimbursables . . . . . . . . . . . . . . . . . 89 19 110 19

Total revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,590 25,256 49,925 48,944
Operating costs

Subcontracted rail services . . . . . . . . . . . . . . . . . . . . . 1,795 2,026 3,808 4,069
Pipeline fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,369 5,338 10,786 10,052
Freight and other reimbursables . . . . . . . . . . . . . . . . . 89 19 110 19
Operating and maintenance . . . . . . . . . . . . . . . . . . . . 500 692 1,111 1,507
Selling, general and administrative. . . . . . . . . . . . . . . 1,185 1,056 2,400 2,290
Depreciation and amortization . . . . . . . . . . . . . . . . . . 4,969 4,914 9,910 9,819

Total operating costs. . . . . . . . . . . . . . . . . . . . . . . . . 13,907 14,045 28,125 27,756
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . 10,683 11,211 21,800 21,188

Interest expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 352 170 682
Loss (gain) associated with derivative instruments . . . 401 (253) 612 1,270
Foreign currency transaction loss (gain) . . . . . . . . . . . . (13) 5 (13) (75)
Other expense, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 — 8 —
Provision for (benefit from) income taxes . . . . . . . . . . (2,423) 1,948 (1,418) 3,731

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,715 $ 9,159 $ 22,441 $ 15,580
Average daily terminal throughput (bpd) . . . . . . . . . . . 22,783 30,640 27,433 31,063

Three months ended June 30, 2017 compared with three months ended June 30, 2016

Terminalling Services Revenue 

Revenue generated by our Terminalling services segment decreased $0.7 million to $24.6 million for the three 
months ended June 30, 2017, from $25.3 million for the three months ended June 30, 2016. This decrease was primarily 
due to the termination of our customer agreement at the San Antonio terminal as of May 2017. Our agreement with 
Canadian Pacific Railway Limited for a per car incentive expired on June 30, 2017. As a result, we will no longer 
receive railroad incentives for shipments from our Hardisty terminal. 

Terminalling services revenue excludes amounts we received as payment for minimum monthly commitment 
fees from our customers that we have deferred and recorded as short-term liabilities in our consolidated balance sheet. 
We have deferred recognizing this revenue in connection with the minimum monthly commitment fees paid by customers 
of our Hardisty terminal that are in excess of their actual throughput volumes due to the make-up rights we have granted 
them under their terminalling services agreements with us. Customers of our Hardisty terminal can use these make-up 
rights for periods of up to six months to offset throughput volumes in excess of their minimum monthly commitments 
in future periods, to the extent capacity is available for the excess volume. We expect to recognize the deferred amounts 
in revenue as our customers use these rights, upon expiration of the make-up period, or when our customers’ ability to 
utilize those rights is determined to be remote. We recognized approximately $12.8 million of previously deferred 
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revenues during the three months ended June 30, 2017, as compared with $12.4 million during the three months ended 
June 30, 2016. The recognition of greater amounts of previously deferred revenue in the current period is due to greater 
amounts of make-up rights expiring in the current period relative to the same period for the prior year.

Our terminalling service revenue would have been approximately $0.7 million more if the average exchange 
rate for the Canadian dollar in relation to the U.S. dollar for the three months ended June 30, 2017, was the same as 
the average exchange rate for the three months ended June 30, 2016.

Operating Costs 

The operating costs of our Terminalling services segment decreased $0.1 million to $13.9 million for the three 
months ended June 30, 2017, compared with $14.0 million for the three months ended June 30, 2016. This decrease 
was primarily due to a decrease in subcontracted rail services due to the termination of our customer agreement at the 
San Antonio terminal along with lower operating and maintenance costs, offset by a slight increase in selling, general 
and administrative costs. Except as otherwise discussed below our operating costs for the three months ended 
June 30, 2017, were essentially unchanged from the three months ended June 30, 2016.

We actively manage our operating costs in an effort to align with the current economic environment. As economic 
conditions improve, our costs may increase to more normalized levels.

Subcontracted rail services.    Our subcontracted rail services costs decreased $0.2 million to $1.8 million for 
the three months ended June 30, 2017, from $2.0 million for the three months ended June 30, 2016, primarily due to 
the termination of our customer agreement at the San Antonio terminal as of May 2017.

Operating and maintenance.    Operating and maintenance expenses decreased approximately $0.2 million to 
approximately $0.5 million for the three months ended June 30, 2017, from approximately $0.7 million for the three 
months ended June 30, 2016, primarily due to decreased repairs and maintenance in 2017 directly related to capital 
improvements completed in 2016 at the Casper terminal to upgrade equipment, providing better reliability and lower 
maintenance costs in the current and future years.  

Other Expenses

Interest expense.    We had no interest expense for our Terminalling services segment for the three months ended 
June 30, 2017, as compared with $0.4 million for the three months ended June 30, 2016, due to our repayment of all 
amounts outstanding on the Term Loan Facility during the three months ended March 31, 2017, which eliminated any 
future interest expense of our Terminalling Services business directly attributable to this Facility.

Loss (gain) associated with derivative instruments.    In June 2015 and April 2016, we entered into derivative 
contracts to mitigate our exposure to fluctuations in foreign currency exchange rates, specifically between the U.S. 
dollar and the Canadian dollar, associated with the operations at our Hardisty terminal. We record all of our derivative 
financial instruments at fair market value in our consolidated financial statements, which we adjust each period for 
changes in the fair market value.

From March 31, 2017 to June 30, 2017, the exchange rate between the U.S. dollar and the Canadian dollar increased 
from a spot rate of 0.7502 to a spot rate of 0.7703 U.S. dollars for each Canadian dollar. This increase in the exchange 
rate decreased the value of our derivative contracts maturing on or after June 30, 2017, relative to the value of these 
contracts at March 31, 2017, producing a non-cash loss of approximately $0.4 million for the three months ended 
June 30, 2017. 

From March 31, 2016 to June 30, 2016, the exchange rate between the U.S. dollar and the Canadian dollar increased 
from a spot rate of 0.7711 to a spot rate of 0.7718 U.S. dollars for each Canadian dollar, which had no significant impact 
on the value of the derivative contracts we held at March 31, 2016. However, the derivative contracts we entered into 
in April increased in value, producing a gain of approximately $0.3 million for the three months ended June 30, 2016.
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Provision for income taxes.    A significant amount of our operating income is generated by our Hardisty terminal 
located in the Canadian province of Alberta. As a Canadian business, operating income derived from our Hardisty 
terminal is subject to corporate income taxes assessed by the Canadian federal and provincial governments at enacted 
rates which currently total 27% on a combined basis.

Our provision for income taxes for the Terminalling services segment decreased $4.4 million to a benefit of $2.4 
million for the three months ended June 30, 2017. During the three months ended June 30, 2017, upon filing our 
Canadian federal and provincial income tax returns for 2016, we revised our estimates of 2016 Canadian federal and 
provincial income tax provisions based on the actual taxable income of our Canadian operations for 2016. As a result, 
we expect to receive refunds totaling C$3.4 million (approximately $2.6 million) during the second half of 2017, which 
we reflected as a reduction to our “Provision for income taxes” during the three months ended June 30, 2017, producing 
a benefit. We also decreased our estimates of 2017 Canadian federal and provincial income tax provisions based upon 
the information derived from our 2016 Canadian federal and provincial income tax returns filed and our projections of 
2017 taxable income. We expect to pay reduced amounts of Canadian federal and provincial income taxes for the 
remainder of 2017 based on our revised estimates. 

Six months ended June 30, 2017 compared with six months ended June 30, 2016

Terminalling Services Revenue 

Revenue generated by our Terminalling services segment increased $1.0 million to $49.9 million for the six 
months ended June 30, 2017, from $48.9 million for the six months ended June 30, 2016. This increase was primarily 
due to the recognition of greater amounts of previously deferred revenues in the current year as compared to the prior 
year, partially offset by decreased revenue in our San Antonio terminal due to the termination of our customer agreement. 
In addition, our terminalling service revenue for the six months ended June 30, 2017, was minimally affected by a 
lower average exchange rate for the Canadian dollar relative to the U.S. dollar. 

Terminalling services revenue excludes amounts we received as payment for minimum monthly commitment 
fees from our customers that we have deferred and recorded as short-term liabilities in our consolidated balance sheet. 
We have deferred recognizing this revenue in connection with the minimum monthly commitment fees paid by customers 
of our Hardisty terminal that are in excess of their actual throughput volumes due to the make-up rights we have granted 
them under their terminalling services agreements with us. Customers of our Hardisty terminal can use these make-up 
rights for periods of up to six months to offset throughput volumes in excess of their minimum monthly commitments 
in future periods, to the extent capacity is available for the excess volume. We expect to recognize the deferred amounts 
in revenue as our customers use these rights, upon expiration of the make-up period, or when our customers’ ability to 
utilize those rights is determined to be remote. We recognized approximately $25.6 million of previously deferred 
revenues during the six months ended June 30, 2017, as compared with $23.6 million during the six months ended 
June 30, 2016. The recognition of greater amounts of previously deferred revenue in the current period is due to greater 
amounts of make-up rights expiring in the current period relative to the same period for the prior year.

Operating Costs 

The operating costs of our Terminalling services segment increased $0.4 million to $28.1 million for the six 
months ended June 30, 2017. This increase was primarily due to higher pipeline fees associated with increased revenues 
and was mostly offset by lower subcontracted rail and operating and maintenance costs. Except as otherwise discussed 
below, our operating costs for the six months ended June 30, 2017, were essentially unchanged from the six months 
ended June 30, 2016. Our terminalling services operating costs for the six months ended June 30, 2017, were minimally 
affected by a lower average exchange rate for the Canadian dollar relative to the U.S. dollar in relation to the average 
exchange rate for the six months ended June 30, 2016. 

We actively manage our operating costs in an effort to align with the current economic environment. As economic 
conditions improve, our costs may increase to more normalized levels.
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Subcontracted rail services.    Our subcontracted rail services costs decreased $0.3 million to $3.8 million for 
the six months ended June 30, 2017, from $4.1 million for the six months ended June 30, 2016, primarily due to the 
termination of our customer agreement at the San Antonio terminal. 

Pipeline fees.    We incur pipeline fees related to a facilities connection agreement with Gibson for the delivery 
of crude oil from Gibson’s Hardisty storage terminal to our Hardisty terminal via pipeline. The pipeline fees we pay 
to Gibson are based on a predetermined formula, which includes amounts collected from customers at our Hardisty 
terminal. We may defer recognizing portions of these costs as expense until such time as we recognize the related 
deferred revenue following the expiration of any make-up rights provisions. Pipeline fees increased $0.7 million to 
$10.8 million for the six months ended June 30, 2017, from $10.1 million for the six months ended June 30, 2016, 
primarily due to the increase in revenues recognized at the Hardisty terminal.

Operating and maintenance.    Operating and maintenance expenses decreased approximately $0.4 million to 
approximately $1.1 million for the six months ended June 30, 2017, from approximately $1.5 million for the six months 
ended June 30, 2016, primarily due to decreased repairs and maintenance in 2017 directly related to capital 
improvements completed in 2016 at the Casper terminal to upgrade equipment, providing better reliability and lower 
maintenance costs in the current and future years. 

Other Expenses

Interest expense.    Interest expense for our Terminalling services segment decreased by $0.5 million to $0.2 
million for the six months ended June 30, 2017, from $0.7 million for the six months ended June 30, 2016, due to our 
repayment of the outstanding balance of the Term Loan Facility in the first quarter of 2017, which eliminated any future 
interest expense of our Terminalling Services business directly attributable to this Facility.

Loss (gain) associated with derivative instruments. We record all of our derivative financial instruments at fair 
market value in our consolidated financial statements, which we adjust each period for changes in the fair market value.

From December 31, 2016 to June 30, 2017, the exchange rate between the U.S. dollar and the Canadian dollar 
increased from a spot rate of 0.7440 to a spot rate of 0.7703 U.S. dollars for each Canadian dollar. This increase in the 
exchange rate decreased the value of our derivative contracts maturing on or after June 30, 2017, relative to the value 
of these contracts at December 31, 2016, producing a non-cash loss of approximately $0.6 million for the six months 
ended June 30, 2017. 

From December 31, 2015 to June 30, 2016, the exchange rate between the U.S. dollar and the Canadian dollar 
increased from a spot rate of 0.7210 to a spot rate of 0.7718 U.S. dollars for each Canadian dollar. This increase in the 
exchange rate decreased the value of our derivative contracts maturing on or after June 30, 2016, relative to the value 
of these contracts at December 31, 2015, producing a non-cash loss of approximately $1.3 million for the six months 
ended June 30, 2016.

Provision for income taxes. Our provision for income taxes for the Terminalling services segment decreased $5.1 
million to a benefit of $1.4 million for the six months ended June 30, 2017, as compared with an expense of $3.7 million 
for the six months ended June 30, 2016. During the six months ended June 30, 2017, upon filing our Canadian federal 
and provincial income tax returns for 2016, we revised our estimates of 2016 Canadian federal and provincial income 
tax provisions based on the actual taxable income of our Canadian operations for 2016. As a result, we expect to receive 
refunds totaling C$3.4 million (approximately $2.6 million) during the second half of 2017, which we reflected as a 
reduction to our “Provision for income taxes” during the six months ended June 30, 2017, producing a benefit. We also 
decreased our estimates of 2017 Canadian federal and provincial income tax provisions based upon the information 
derived from our 2016 Canadian federal and provincial income tax returns filed and our projections of 2017 taxable 
income. We expect to pay reduced amounts of Canadian federal and provincial income taxes for the remainder of 2017 
based on our revised estimates. 
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FLEET SERVICES

The following table sets forth the operating results of our Fleet services segment for the periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Revenues
Fleet leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,534 $ 1,538 $ 3,067 $ 3,071
Fleet services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 746 753 1,493 1,506
Freight and other reimbursables . . . . . . . . . . . . . . . . . 119 331 256 714

Total revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,399 2,622 4,816 5,291
Operating costs

Fleet leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,534 1,538 3,067 3,071
Freight and other reimbursables . . . . . . . . . . . . . . . . . 119 331 256 714
Operating and maintenance . . . . . . . . . . . . . . . . . . . . 94 91 190 146
Selling, general and administrative. . . . . . . . . . . . . . . 188 207 484 401

Total operating costs. . . . . . . . . . . . . . . . . . . . . . . . . 1,935 2,167 3,997 4,332
Operating income. . . . . . . . . . . . . . . . . . . . . . . . . . 464 455 819 959

Foreign currency transaction loss (gain) . . . . . . . . . . . . 2 (20) 2 (70)
Provision for (benefit from) income taxes . . . . . . . . . . 181 (32) 315 (18)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 281 $ 507 $ 502 $ 1,047

Three months ended June 30, 2017 compared with three months ended June 30, 2016

Fleet Services Revenue

Revenues from our Fleet services segment decreased $0.2 million to $2.4 million for the three months ended 
June 30, 2017, from $2.6 million for the three months ended June 30, 2016. The decrease was primarily attributable to 
a lower amount of reimbursable repair and maintenance work that we completed on behalf of our customers. “Freight 
and other reimbursables” revenues were exactly offset by “Freight and other reimbursables” costs.

Operating Costs 

Operating costs primarily consist of railcar leases and related expenses incurred for services provided to customers 
of our terminals. Operating costs of our Fleet services segment decreased to $1.9 million for the three months ended 
June 30, 2017, from $2.2 million for the three months ended June 30, 2016, primarily due to a decrease in “Freight and 
other reimbursables” costs. “Freight and other reimbursables” costs were exactly offset by “Freight and other 
reimbursables” revenues.

Other Expenses

Provision for income taxes.   The provision for income taxes of our Fleet services segment increased $213 
thousand to $181 thousand for the three months ended June 30, 2017, due to reversals of temporary differences at USD 
Rail LP, producing an increase in taxable income. USD Rail LP is treated as a corporation for United States federal 
income tax purposes and subject to income tax at a marginal rate of approximately 34%.

Six months ended June 30, 2017 compared with six months ended June 30, 2016

Fleet Services Revenue

Revenues from our Fleet services segment decreased $0.5 million to $4.8 million for the six months ended 
June 30, 2017, from $5.3 million for the six months ended June 30, 2016. Changes in the components of our Fleet 
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services revenue during the six months ended June 30, 2017, as compared with the same period in 2016, occurred 
primarily for the reasons noted above in our three-month analysis.

Operating Costs 

Operating costs primarily consist of railcar leases and related expenses incurred for services provided to customers 
of our terminals. Operating costs of our Fleet services segment decreased $0.3 million to $4.0 million for the six months 
ended June 30, 2017, from $4.3 million for the six months ended June 30, 2016. Changes in the components of our 
Fleet services operating costs during the six months ended June 30, 2017, as compared with the same period in 2016, 
occurred primarily for the reasons noted above in our three-month analysis.

Other Expenses

Provision for income taxes.    The provision for income taxes of our Fleet services segment increased $333 
thousand for the six months ended June 30, 2017, primarily for the reasons noted above in our three-month analysis.

CORPORATE ACTIVITIES

The following table sets forth our corporate activities for the periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Operating costs
Selling, general and administrative. . . . . . . . . . . . . . . $ 2,385 $ 2,249 $ 4,621 $ 5,207
Operating loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,385) (2,249) (4,621) (5,207)
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,513 2,181 4,950 4,034
Foreign currency transaction gain . . . . . . . . . . . . . . . (89) — (59) —
Provision for (benefit from) income taxes . . . . . . . . . (192) 1 (146) 1

Net loss. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (4,617) $ (4,431) $ (9,366) $ (9,242)

Three months ended June 30, 2017 compared with three months ended June 30, 2016

Costs associated with our corporate activities increased by $0.2 million to $4.6 million for the three months ended 
June 30, 2017, from $4.4 million for the three months ended June 30, 2016. “Selling, general and administrative” 
expenses increased by $0.1 million, primarily due to additional unit based compensation expense related to Phantom 
Units granted in February 2017 to directors and employees of our general partner and its affiliates under our Long-
term Incentive Plan. This increase was partially offset by lower consulting costs associated with a project to enhance 
our compliance and internal control systems, which we completed in the second quarter of 2016. Interest expense 
increased by $0.3 million during the three months ended June 30, 2017, primarily due to a greater weighted average 
balance outstanding on our Revolving Credit Facility along with a higher weighted average interest rate as compared 
with the same period of 2016. We had a benefit of $0.2 million for income taxes for the three months ended June 30, 2017, 
due to a change in our estimate for Texas Franchise tax expense following our review of amounts included in the 
computations associated with our corporate activities.

Six months ended June 30, 2017 compared with six months ended June 30, 2016

Costs associated with our corporate activities increased by $0.1 million to $9.4 million for the six months ended 
June 30, 2017, from the six months ended June 30, 2016. “Selling, general and administrative” expenses decreased by 
$0.6 million, primarily due to lower consulting and legal fees. Our consulting costs were lower for the reasons cited 
above in our three months analysis and legal fees were lower because we did not incur legal costs for financing and 
integrating the Casper terminal during the six months ended June 30, 2017, as we did during the six months ended 
June 30, 2016. Interest expense increased by $0.9 million during the six months ended June 30, 2017, primarily due to 
a larger weighted average balance outstanding on our Revolving Credit Facility, as well as higher weighted average 
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rates of interest relative to the same period in 2016. We had a benefit of $0.1 million for income taxes for the six months 
ended June 30, 2017, for the same reasons noted above in our three months analysis.

LIQUIDITY AND CAPITAL RESOURCES

Our principal liquidity requirements include:

• making distributions to our unitholders, 
• financing current operations, 
• funding capital expenditures, including potential acquisitions and the costs to construct new assets, and
• servicing our debt. 

We have historically financed our operations with cash generated from our operating activities, borrowings under 
our Revolving Credit Facility and loans from our sponsor.

Liquidity Sources 

We expect our ongoing sources of liquidity to include borrowings under our $400 million senior secured credit 
agreement, issuances of debt and additional equity securities, either privately or pursuant to our effective shelf 
registration statement, as well as cash generated from our operating activities. We believe that cash generated from 
these sources will be sufficient to meet our working capital and capital expenditure requirements and to make quarterly 
cash distributions. 

Equity Offering

In June 2017, we issued and sold 3,000,000 common units in an underwritten public offering at a public offering 
price of $11.60 per unit. We received proceeds, net of underwriting discounts, commissions and offering costs of 
approximately $33.7 million. We used the net proceeds we received from this offering to repay amounts outstanding 
under our Revolving Credit Facility, a portion of which we borrowed to fund our acquisition of the Stroud terminal. 

Credit Agreement

We have a $400 million senior secured credit agreement, the Credit Agreement, previously comprised of a $300 
million revolving credit facility, the Revolving Credit Facility, and a $100 million term loan (borrowed in Canadian 
dollars), the Term Loan Facility, with Citibank, N.A., as administrative agent, and a syndicate of lenders. The Credit 
Agreement is a five year committed facility that matures October 15, 2019. In March 2017, we repaid in total the 
amounts previously outstanding on the Term Loan Facility. As a result, our Revolving Credit Facility comprises the 
full $400 million capacity of our Credit Agreement, subject to the limits set forth therein. As of June 30, 2017, our 
outstanding indebtedness consists solely of amounts borrowed on our Revolving Credit Facility. 

Our Revolving Credit Facility and issuances of letters of credit are available for working capital, capital 
expenditures, permitted acquisitions and general partnership purposes, including distributions. We have the ability to 
increase the maximum amount of credit available under the Credit Agreement, as amended, by an aggregate amount 
of up to $100 million to a total facility size of $500 million, subject to receiving increased commitments from lenders 
or other financial institutions and satisfaction of certain conditions. The Revolving Credit Facility includes an aggregate 
$20 million sublimit for standby letters of credit and a $20 million sublimit for swingline loans. Obligations under the 
Revolving Credit Facility are guaranteed by our restricted subsidiaries (as such term is defined in our Credit Agreement) 
and are secured by a first priority lien on our assets and those of our restricted subsidiaries, other than certain excluded 
assets. 

The average interest rate on our outstanding indebtedness was 3.68% and 3.66% at June 30, 2017 and 
December 31, 2016, respectively. In addition to the interest we incur on our outstanding indebtedness, we pay 
commitment fees of 0.50% on unused commitments, which rate will vary based on our consolidated net leverage ratio, 
as defined in our Credit Agreement. At June 30, 2017, we were in compliance with the covenants set forth in our Credit 
Agreement.
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The following table presents our available liquidity as of the dates indicated:

June 30, 2017 December 31, 2016
(in millions)

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.2 $ 11.7
Aggregate borrowing capacity under Credit Agreement. . . . . . . . . . . . . . . 400.0 400.0
Less:  Term Loan Facility amounts outstanding . . . . . . . . . . . . . . . . . . . . . — 10.1

Revolving Credit Facility amounts outstanding . . . . . . . . . . . . . . . . 206.0 213.0
Letters of credit outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Total available liquidity (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 201.2 $ 188.6
 
(1) Pursuant to the terms of our Credit Agreement, our borrowing capacity currently is limited to 5.0 times our trailing 12-month consolidated 

EBITDA for the quarter in which a material acquisition occurs and the two quarters following a material acquisition, as defined in our Credit 
Agreement, after which time the covenant returns to 4.5 times our trailing 12-month consolidated EBITDA. Our acquisition of the Stroud terminal 
is treated as a material acquisition under the terms of our Credit Agreement. As a result, the 5.0 times our trailing 12-month consolidated EBITDA 
covenant will be effective through December 31, 2017.

Energy Capital Partners must approve any additional issuances of equity by us, which determinations may be 
made free of any duty to us or our unitholders. Members of our general partner’s board of directors appointed by Energy 
Capital Partners must also approve the incurrence by us of additional indebtedness or refinancing outside of our existing 
indebtedness that are not in the ordinary course of business. 

Cash Flows 

The following table and discussion presents a summary of cash flows associated with our operating, investing 
and financing activities for the periods indicated:

Six Months Ended June 30,

2017 2016
(in thousands)

Net cash provided by (used in):
Operating activities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,071 $ 22,578
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (25,773) (246)
Financing activities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (856) (23,375)
Effect of exchange rates on cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49 439

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . $ (4,509) $ (604)

Operating Activities 

Net cash provided by operating activities decreased by $0.5 million to $22.1 million for the six months ended 
June 30, 2017, from $22.6 million for the six months ended June 30, 2016. The decrease was primarily attributable to 
the net changes in our working capital accounts associated with the timing of receipts and payment of our accounts 
receivable, accounts payable and deferred revenue balances.

Investing Activities 

Net cash used in investing activities increased by $25.5 million to $25.8 million for the six months ended 
June 30, 2017, from $0.2 million for the six months ended June 30, 2016. The increase was primarily attributable to 
our purchase of the Stroud terminal in June 2017.

Financing Activities 

Net cash used in financing activities decreased to $0.9 million for the six months ended June 30, 2017, from 
$23.4 million for the six months ended June 30, 2016. We obtained $33.7 million of net proceeds from our public 
offering in June 2017. We had net repayments on our long-term debt of $17.3 million for the six months ended 
June 30, 2017, compared with a net repayment of $8.9 million for the six months ended June 30, 2016. Additionally, 
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we paid cash distributions of $16.1 million and participant withholding taxes associated with vested Phantom Units of 
$1.1 million during the six months ended June 30, 2017, both of which exceeded amounts paid during the six months 
ended June 30, 2016, for similar items.

Segment Adjusted EBITDA

The cash generated by our reporting segments represents one of our ongoing sources of liquidity. Our segments 
offer different services and are managed accordingly. Our chief operating decision maker, or CODM, regularly reviews 
financial information about both segments in order to allocate resources and evaluate performance. Our CODM assesses 
segment performance based on the cash flows produced by our established reporting segments using Segment Adjusted 
EBITDA. We define Segment Adjusted EBITDA as “Net cash provided by operating activities” adjusted for changes 
in working capital items, changes in restricted cash, interest, income taxes, foreign currency transaction gains and 
losses, adjustments related to deferred revenue associated with minimum monthly commitment fees and other items 
which do not affect the underlying cash flows produced by our businesses.

The following table provides a reconciliation of Segment Adjusted EBITDA to “Net cash provided by operating 
activities”:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016

(in thousands)

Segment Adjusted EBITDA
Terminalling services . . . . . . . . . . . . . . . . . . . . . . . . $ 15,811 $ 17,095 $ 32,248 $ 33,230
Fleet services. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464 455 819 959
Corporate activities (1) . . . . . . . . . . . . . . . . . . . . . . . . (1,167) (1,280) (2,605) (3,510)

Total Adjusted EBITDA. . . . . . . . . . . . . . . . . . . . 15,108 16,270 30,462 30,679
Add (deduct):

Amortization of deferred financing costs . . . . . . . . . 215 215 430 430
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . 249 (50) 307 (96)
Changes in accounts receivable and other assets . . . (3,180) (467) (1,353) 1,507
Changes in accounts payable and accrued expenses. (1,486) (1,105) (1,086) (1,937)
Changes in deferred revenue and other liabilities . . . (1,400) 1,557 (2,520) 2,100
Change in restricted cash . . . . . . . . . . . . . . . . . . . . . (209) 1,793 (230) (633)
Interest expense, net . . . . . . . . . . . . . . . . . . . . . . . . . (2,513) (2,533) (5,116) (4,716)
Benefit from (provision for) income taxes . . . . . . . . 2,434 (1,917) 1,249 (3,714)
Foreign currency transaction gain (2) . . . . . . . . . . . . . 100 15 70 145
Deferred revenue associated with minimum 
monthly commitment fees (3). . . . . . . . . . . . . . . . . . . (62) (424) (142) (1,187)

Net cash provided by operating activities. . . . . . . . $ 9,256 $ 13,354 $ 22,071 $ 22,578
 
(1) Corporate activities represent corporate and financing transactions that are not allocated to our established reporting segments.
(2) Represents foreign exchange transaction amounts associated with activities between our U.S. and Canadian subsidiaries.
(3) Represents deferred revenue associated with minimum monthly commitment fees in excess of throughput utilized, which fees are not refundable 

to our customers. Amounts presented are net of: (a) the corresponding prepaid Gibson pipeline fee that will be recognized as expense 
concurrently with the recognition of revenue; (b) revenue recognized in the current period that was previously deferred; and (c) expense 
recognized for previously prepaid Gibson pipeline fees, which correspond with the revenue recognized that was previously deferred. Refer 
to discussion in Note 6 - Deferred Revenues of our consolidated financial statements in Part 1. Item 1.

Terminalling Services Segment 

Adjusted EBITDA from our Terminalling services segment decreased $1.3 million to $15.8 million for the three 
months ended June 30, 2017, from $17.1 million for the three months ended June 30, 2016, and decreased $1.0 million
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to $32.2 million for the six months ended June 30, 2017, from $33.2 million for the six months ended June 30, 2016. 
The decrease in both periods is primarily the result of discontinuing the operations of our San Antonio terminal in May 
2017, following the conclusion of our customer's agreement with us, coupled with a smaller benefit from the settlement 
of our derivative contracts and a lower cash adjustment associated with our minimum monthly commitment fees. For 
additional discussion of the operating results of our terminalling segment refer to Results of Operations - By Segment 
— Terminalling Services.

Fleet Services Segment 

Adjusted EBITDA from our Fleet services segment was essentially unchanged for the three months ended 
June 30, 2017, as compared with the three months ended June 30, 2016, and decreased $0.1 million to $0.8 million for 
the six months ended June 30, 2017, as compared with the six months ended June 30, 2016. This decrease was primarily 
the result of a slight increase in “Selling, general and administrative expenses.”

Cash Requirements 

Our primary requirements for capital are for funding capital expenditures, including maintenance capital 
expenditures, acquisitions and the costs we may incur to construct new assets, as well as servicing our debt and making 
distributions to our unitholders.

Capital Requirements 

Our historical capital expenditures have primarily consisted of the costs to construct and acquire energy-related 
logistics assets. Our operations are expected to require investments to expand, upgrade or enhance existing facilities 
and to meet environmental and operational regulations. 

Our partnership agreement requires that we categorize our capital expenditures as either expansion capital 
expenditures, maintenance capital expenditures, or investment capital expenditures. A majority of our assets have been 
in operation for fewer than five years. As a result, we do not expect to incur significant maintenance capital expenditures 
in the near-term to maintain the operating capacity of these assets. However, as the age of our assets increase, we expect 
to incur costs to maintain our assets in compliance with sound business practice, our contractual relationships and 
applicable regulatory requirements, some of which will be characterized as maintenance capital expenditures. We 
incurred $198 thousand of maintenance capital expenditures during the six months ended June 30, 2017, primarily for 
the replacement of pumping and generating equipment at our terminals and repaving of roads to access our terminal 
storage tanks. We record routine maintenance expenses we incur in connection with the operation of our assets in 
“Operating and maintenance” costs in our consolidated statements of income.

Our total expansion capital expenditures for the six months ended June 30, 2017, was $25.6 million, primarily 
related to our purchase of the Stroud terminal, which we funded with amounts borrowed on our Revolving Credit 
Facility. We expect to fund future capital expenditures from cash on our balance sheet, cash flow generated by our 
operations, borrowings under our Revolving Credit Facility and the issuance of additional partnership interests or long-
term debt.

Debt Service

We anticipate reducing our outstanding indebtedness to the extent we generate cash flows in excess of our 
operating and investing needs. During the six months ended June 30, 2017, we repaid $10.3 million on our Term Loan 
Facility (the equivalent of C$13.6 million) and $47.0 million on our Revolving Credit Facility. These payments were 
partially offset by proceeds from borrowing $40.0 million on our Revolving Credit Facility, which we used to fund our 
acquisition of the Stroud terminal, for general partnership purposes and other capital expenditures. 

Distributions
We intend to pay a minimum quarterly distribution of at least $0.2875 per unit per quarter. Our current quarterly 

distribution of $0.34 per unit equates to approximately $9.0 million per quarter, or $36.0 million per year, based on the 
number of common, Class A, subordinated, and general partner units outstanding as of August 4, 2017. We do not have 
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a legal obligation to distribute any particular amount per common unit. Additionally, members of our general partner’s 
board of directors appointed by Energy Capital Partners, if any, must approve any distributions made by us. 

Other Items Affecting Liquidity

Credit Risk

Our exposure to credit risk may be affected by the concentration of our customers within the energy industry, 
as well as changes in economic or other conditions. Our customers’ businesses react differently to changing conditions. 
We believe that our credit-review procedures, loss reserves, customer deposits and collection procedures have adequately 
provided for amounts that may become uncollectible in the future. 

Foreign Currency Exchange Risk

We currently derive a significant portion of our cash flow from our Canadian operations, particularly our Hardisty 
terminal. As a result, portions of our cash and cash equivalents are denominated in Canadian dollars and are held by 
foreign subsidiaries, which amounts are subject to fluctuations resulting from changes in the exchange rate between 
the U.S. dollar and the Canadian dollar. We routinely employ derivative financial instruments to minimize our exposure 
to the effect of foreign currency fluctuations.

SUBSEQUENT EVENTS

Refer to Note 18. Subsequent events of our consolidated financial statements included in Part I – Financial 
Information, Item 1. Financial Statements of this Report for a discussion regarding subsequent events.

RECENT ACCOUNTING PRONOUNCEMENTS - NOT YET ADOPTED

Refer to Note 17. Recent Accounting Pronouncements Not Yet Adopted of our consolidated financial statements 
included in Part I – Financial Information, Item 1. Financial Statements of this report for a discussion regarding recent 
accounting pronouncements that we have not yet adopted.

OFF BALANCE SHEET ARRANGEMENTS

In the normal course of business, we are a party to off-balance sheet arrangements relating to various master fleet 
services agreements, whereby we have agreed to assign certain payment and other obligations to third party special 
purpose entities that are not consolidated with us. We have also entered into agreements to provide fleet services to 
these special purpose entities for fixed servicing fees and reimbursement of out-of-pocket expenses. The purpose of 
these transactions is to remove the risk to us of non-payment by our customers, which would otherwise negatively 
impact our financial condition and results of operations. For more information on these special purpose entities, see 
the discussion of our relationship with the variable interest entities described in Note 8 - Nonconsolidated Variable 
Interest Entities to our consolidated financial statements included in Part I – Financial Information, Item 1. Financial 
Statements of this Report. Liabilities related to these arrangements are generally not reflected in our consolidated 
balance sheets, and we do not expect any material impact on our cash flows, results of operations or financial condition 
as a result of these off-balance sheet arrangements. 

Item 3.  Quantitative and Qualitative Disclosures about Market Risk.

We have not had any material changes in our market risk exposure that would affect the quantitative and qualitative 
disclosures presented in item 7A of our Annual Report on Form 10-K for the fiscal year ended December 31, 2016, 
except as discussed below.

The following table provides summarized information about our outstanding foreign currency contracts at the 
specified dates:
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At June 30, 2017
At

December 31, 2016

Notional (C$)
Forward 
Rate (1)

Market 
Price (1) Fair Value Fair Value

(in thousands)
Forward contracts maturing in 2017

March 31, 2017 . . . . . . . . . . . . . . . . . . . . . . . . C$ 8,300,000 0.7804 — $ — $ 299

June 30, 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7805 — — 296

September 29, 2017 . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7807 0.7725 69 290

December 29, 2017 . . . . . . . . . . . . . . . . . . . . . C$ 8,400,000 0.7809 0.7732 65 282

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 134 $ 1,167
 
(1) Forward rates and market prices are denoted in amounts where a Canadian dollar is exchanged for the indicated amount of U.S. 

dollars. The forward rate represents the rate we will receive upon settlement and the market price represents the rate we would 
expect to pay had the contract been settled on June 30, 2017.

As a part of our purchase of the Stroud terminal and related facilities, we acquired crude oil used as line fill in 
the crude oil pipeline and tank bottoms for the storage tanks. We intend to sell this crude oil prior to the end of 2017. 
Due to our long position with respect to crude oil, fluctuations in crude oil prices could affect our results of operations, 
cash flows and financial positions. In order to mitigate this risk we have entered into commodity swaps to fix the price 
we will receive upon our sale of the crude oil. 

In June 2017, we entered into two separate fixed-for-floating swap contracts with an aggregate notional amount 
of 31,778 barrels, or bbl, to manage our exposure to fluctuating crude oil prices. Each swap contract effectively fixes 
the price we will receive upon our delivery of the crude oil. The first contract for 18,395 bbl will settle in July 2017 at 
$47.20 per barrel and the second contract for 13,383 bbl will settle in October 2017 at $47.70 per barrel. 

The following table provides summarized information about our commodity derivatives at the specified dates:

At June 30, 2017
Notional Market Price (1) Fixed Price (2) Fair Value
(in Bbls) (in thousands)

Commodity swaps maturing in 2017
July 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,395 $ 46.13 $ 47.20 $ 20
October 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,383 $ 46.86 $ 47.70 $ 11

31,778 $ 31
 
(1) The market price represents the price we would pay to purchase one barrel of crude oil of the grade specified for the settlement 

date as set forth in the derivative contract as of June 30, 2017.
(2) The fixed price represents the fixed price we will receive upon our sale of one barrel of crude oil of the grade specified for the 

settlement date as set forth in the derivative contract.

Item 4. Controls and Procedures.

DISCLOSURE CONTROLS AND PROCEDURES

As required by Rule 13a-15(b) of the Securities Exchange Act of 1934, as amended, or the Exchange Act, we 
have evaluated, under the supervision and with the participation of our management, including our principal executive 
officer and principal financial officer, the effectiveness of the design and operation of our disclosure controls and 
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of June 30, 2017. Our disclosure 
controls and procedures are designed to provide reasonable assurance that the information required to be disclosed by 
us in reports that we file or submit under the Exchange Act is accumulated and communicated to our management, 
including our principal executive officer and principal financial officer, as appropriate, to allow for timely decisions 
regarding required disclosure and to ensure information is recorded, processed, summarized and reported within the 
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time periods specified in the rules and forms of the SEC. Based upon that evaluation, our principal executive officer 
and principal financial officer concluded that our disclosure controls and procedures were effective as of June 30, 2017, 
at the reasonable assurance level.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

We did not make any changes in our internal control over financial reporting during the three months ended 
June 30, 2017, that have materially affected, or are reasonably likely to materially affect, our internal control over 
financial reporting.
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PART II — OTHER INFORMATION

Item 1.  Legal Proceedings

Due to the nature of our business, we are, from time to time, involved in routine litigation or subject to disputes 
or claims related to our business activities. We do not believe that we are a party to any litigation that will have a 
material adverse impact on our financial condition, results of operations or statements of cash flows. We are not aware 
of any material legal or governmental proceedings against us, or contemplated to be brought against us.

Item 1A. Risk Factors

We are subject to various risks and uncertainties in the course of our business. Risk factors relating to us are set 
forth under “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016. No material 
changes to such risk factors have occurred during the three and six months ended June 30, 2017.

Item 6. Exhibits

Reference is made to the “Index of Exhibits” following the signature page, which we hereby incorporate into this 
Item.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to 
be signed on its behalf by the undersigned thereunto duly authorized.

USD PARTNERS LP
(Registrant)

By: USD Partners GP LLC,
its General Partner

Date: August 8, 2017 By: /s/ Dan Borgen

Dan Borgen
Chief Executive Officer and President
(Principal Executive Officer)

Date: August 8, 2017 By: /s/ Adam Altsuler
Adam Altsuler
Chief Financial Officer
(Principal Financial Officer)
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Index of Exhibits
Exhibit
Number Description

3.1 Certificate of Limited Partnership of USD Partners LP (incorporated by reference herein to Exhibit 3.1 
to the Registration Statement on Form S-1 (File No. 333-198500) filed on August 29, 2014, as amended).

3.2 Second Amended and Restated Agreement of Limited Partnership of USD Partners LP dated October 
15, 2014, by and between USD Partners GP LLC and USD Group LLC (incorporated by reference 
herein to Exhibit 3.1 to the Current Report on Form 8-K filed on October 21, 2014).

10.1*† Marketing service agreement dated as of May 31, 2017 by and between USD Marketing LLC and
Stroud Crude Terminal LLC.

31.1* Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1** Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2** Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS* XBRL Instance Document

101.SCH* XBRL Schema Document

101.CAL* XBRL Calculation Linkbase Document

101.LAB* XBRL Labels Linkbase Document

101.PRE* XBRL Presentation Linkbase Document

101.DEF* XBRL Definition Linkbase Document

*  Filed herewith.
**  Furnished herewith.
† Certain portions have been omitted pursuant to a confidential treatment request. Omitted information has been 

separately filed with the Securities and Exchange Commission.



Exhibit 10.1

Confidential Treatment has been requested for the redacted portions of this agreement. The redactions are 

indicated with six asterisks (******). A complete version of this agreement has been filed separately with 

the Securities and Exchange Commission.

MARKETING SERVICES AGREEMENT

This Marketing Services Agreement (this “Agreement”) is entered into as of May 31, 2017 (“Effective Date”) 
by and between USD Marketing LLC, a Delaware limited liability company (“USDM”) and Stroud Crude 
Terminal LLC, a Delaware limited liability company (“SCT”).  USDM and SCT are individually referred 
to herein as a “Party” and collectively as the “Parties”.

RECITALS:

(A) SCT intends to (i) own and operate that certain crude-by-rail offloading facility in Stroud, Oklahoma 
and (ii) contract for rights to utilize a pipeline connecting such facility to a tank farm in Cushing, 
Oklahoma (the provision of crude-by-rail transloading and transportation services through the 
pipeline to the tank farm, together with any expansions of those operations in accordance with the 
terms of this Agreement, are herein collectively referred to as the “Terminalling Services”);

(B) The Terminalling Services and the associated facilities and assets are located on real property 
described on Exhibit A attached hereto (such real property, facilities and assets are herein collectively 
referred to as the “Stroud Terminal”); 

(C) Concurrently with this Agreement, SCT has entered into a terminal services agreement (“****** 
TSA”) with ****** to make available Terminalling Services at the Stroud Terminal for a specified 
minimum barrels of throughput per month (“****** Commitment”) at the Stroud Terminal until 
June 30, 2020, as such period may be extended or earlier terminated pursuant to the terms of the 
****** TSA (“****** TSA End Date”); 

(D) SCT desires that USDM market, on an exclusive basis, the Terminalling Services available at the 
Stroud Terminal in excess of the ****** Commitment, and USDM is willing to provide such 
marketing services, all in accordance with the terms and conditions of this Agreement; and

(E) SCT desires to grant USDM, on an exclusive basis, certain development rights with respect to the 
Stroud Terminal, all in accordance with the terms and conditions of this Agreement.

NOW, THEREFORE, IT IS AGREED between the Parties as follows:    

1. Appointment; Scope of Services

1.1 SCT hereby designates and appoints USDM as the exclusive marketer of, and USDM hereby accepts 
such appointment to market, the Available Services at the Stroud Terminal pursuant and subject to 
the terms and conditions set forth in this Agreement.  “Available Services” means:

(a) the available Terminalling Services at the Stroud Terminal in excess of the ****** 
Commitment from the Effective Date until the ****** TSA End Date; and

(b) the total Terminalling Services available following the ****** TSA End Date at the Stroud 
Terminal.
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SCT shall update USDM from time to time on the un-contracted quantity of Available Services.

1.2 USDM shall use commercially reasonable efforts to perform this Agreement to maximize the 
Available Services sold, which must be on the following terms:

(a) the base throughput fee shall be ******, as such rate may be increased in accordance with 
Section 2.1(b);

(b) except in the case of spot sales or transactions having a term no greater than one (1) month, 
the counterparty must commit to a minimum monthly throughput quantity or minimum 
throughput payment; 

(c) any deficiency from the minimum throughput quantity or minimum throughput payment 
must expire no later than six months following the month in which the deficiency is accrued; 
and

(d) such other terms and conditions as set forth in the ****** TSA, as may be revised and 
updated from time to time by SCT.

1.3 USDM shall provide all reasonable details on any proposed transaction it presents to SCT to enable 
SCT to effectuate such proposed transaction, including any capital improvements or modifications 
required at the Stroud Terminal in connection with such proposed transaction.  SCT shall be obligated 
to accept any proposed transaction meeting the criterion set forth in Section 1.2 above and that is 
otherwise in compliance with this Agreement.  

1.4 In connection with any proposed transaction meeting the criterion set forth in Section 1.2, if USDM 
executes a definitive agreement with the associated counterparty (any such definitive agreement, a 
“Confirmed TSA”, and any such counterparty to a Confirmed TSA, a “Confirmed Counterparty”), 
then SCT and USDM shall enter into a back-to-back agreement (“B2B TSA”) in relation to such 
Confirmed TSA, with such B2B TSA varying only with respect to the base throughput fee, in 
accordance with Section 2.1. 

2. Compensation and Expenses

2.1 As full compensation for USDM marketing the Available Services:

(a) With respect to any Confirmed TSA executed by USDM, USDM shall retain any and all 
compensation received by it under each Confirmed TSA after any payment to SCT under 
the associated B2B TSA, which shall conform with the following:

(i) from the Effective Date of this Agreement through May 31, 2018, the throughput 
fee assessed by SCT in any B2B TSA shall be ****** (the “Base Throughput 
Fee”); effective June 1 of each year during the Initial Term and any Renewal Term, 
commencing with June 1, 2018, the Base Throughput Fee shall be adjusted by 
adjusting the Base Throughput Fee in effect immediately prior to such adjustment 
for 100% of any increase (on a percentage basis) in the most recent annual average 
all-items consumer price index for the South Region (overall index), as published 
by the United States Bureau of Labor Statistics relative to the immediately prior 
calendar year; and  
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(ii) during each Renewal Term, the throughput fee assessed by SCT in any B2B TSA 
per month shall be the full fee under each Confirmed TSA until the aggregate of 
such fees result in Adjusted EBITDA of ****** United States dollars per month 
for the term of such Confirmed TSA (the “EBITDA Floor”) and thereafter the 
Base Throughput Fee.  The EBITDA Floor shall be adjusted effective June 1 of 
each year during any Renewal Term, commencing June 1, 2021, by adjusting the 
EBITDA Floor in effect immediately prior to such adjustment effective date for 
100% of any percentage increase in the annual average all-items consumer price 
index for the South Region (overall index), as published by the United States 
Bureau of Labor Statistics relative to the immediately prior calendar year).  For 
purposes of this Agreement, the term “Adjusted EBITDA” shall be calculated 
based on the same methodology as USD Partners LP, the parent entity of SCT, 
calculates “Consolidated EBITDA” for purposes of its Credit Agreement, dated 
as of October 15, 2014, among USD Partners LP and USD Terminals Canada ULC, 
as Borrowers, Citibank, N.A. as Administrative Agent, Swing Line Lender and L/
C Issuer, U.S. Bank National Association, as L/C Issuer and the other lenders and 
agents party thereto, as amended, restated, modified, renewed, refunded, replaced 
or refinanced from time to time.

(b) With respect to any Confirmed TSA executed directly by SCT, SCT shall retain only that 
portion of the compensation received by it under each Confirmed TSA equivalent to the 
payment it would have received from USDM under a B2B TSA pursuant to Section 2.1(a) 
had USDM executed the Confirmed TSA and entered into a B2B TSA with SCT in 
connection therewith, and shall pay the balance of the compensation received by it under 
such Confirmed TSA to USDM.

(c) 
2.2 If any proposed transaction requires a capital improvement or modification to the Stroud Terminal, 

then USDM shall also pay the costs of such capital improvement or modification directly or shall 
reimburse SCT for such costs as they are incurred by SCT.  Any such improvements or modifications 
to the Stroud Terminal will become the sole property of SCT.

2.3 Subject to the terms of this Agreement, all payment obligations between SCT and USDM shall be 
addressed in each B2B TSA.

2.4 USDM is solely responsible for any costs and expenses incurred by it in the performance of this 
Agreement. 

 
2.5 USDM shall be responsible for all taxes with respect to any payments from USDP under this Section 

2.

3. Exclusive Development Rights

3.1 The Parties agree that during the Initial Term and any Renewal Term (collectively, the “Development 
Term”), USDM shall have the exclusive right to develop, own and operate any additional 
improvements or businesses at the Stroud Terminal or any portion of the property thereof other than 
any improvements existing as of the Effective Date and the provision of the Terminalling Services 
(collectively, “Development Projects”), provided that no Development Project may materially 
interfere with the provision by SCT of any Terminalling Services. SCT shall not, and shall not permit 
any other person or entity during the Development Term, to develop, construct or install any facilities 
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or other improvements at the Stroud Terminal or any portion of the property thereof (other than the 
development, construction or installation of any facilities or other improvements related to the 
Terminalling Services by SCT) without the prior written approval of USDM, which approval maybe 
given or withheld in the sole and absolute discretion of USDM.  

3.2 In the event that USDM desires to exercise its right to commence a Development Project at the 
Stroud Terminal pursuant to this Section 3, SCT agrees and covenants to fully cooperate with USDM 
in connection with each such Development Project and, without in any way limiting the foregoing, 
the following shall apply:

(a) SCT shall sell, lease, grant an easement or otherwise convey to USDM, its Affiliates, its 
customers and/or any other third parties, on reasonable and arms-length terms and for 
reasonable and arms-length consideration, the rights to, or to use, those portions of the 
Stroud Terminal necessary for the development, ownership and operation of such 
Development Project, including, without limitation, permanent and/or temporary 
easements, access rights and development and use rights (the “Easements and Related 
Rights”) in, on, over, under and across the Stroud Terminal in connection with such 
Development Project, including, but not limited to, easements and related rights for access 
(including vehicle road access), rail purposes, utilities, drainage and storm water retention 
facilities, construction and grading (including for slopes and roads), aerial easements and 
for other general use purposes as necessary to support the commencement, completion and 
operation of such Development Project to or for the benefit of USDM or such other third 
parties as USDM shall reasonably request, provided that the location and terms of such 
Easements and Related Rights shall not materially interfere with the provision by SCT of 
the Terminalling Services;

(b) In order to further implement the purpose and intention of this Agreement, prior to the 
commencement of any site work with respect to such Development Project, the Parties 
shall, each acting reasonably, timely and in good faith and in accordance with industry 
practice and custom, negotiate the terms of and enter into appropriate construction, 
reciprocal easement, joint use and operation, shared facilities or similar agreement(s) 
pertaining to the development, construction, operation and/or use of such Development 
Project and the Stroud Terminal;

 
(c) In the event that any portion of the Stroud Terminal is damaged by any site work being 

performed by USDM pursuant to the rights granted to USDM hereunder, USDM shall 
promptly repair or replace the same at USDM’s sole cost and expense; 

(d) In the event that SCT determines that Developer is subjecting any such improvements to 
excess wear and tear, SCT shall have the right to charge Developer reasonable costs related 
to Developer’s use of any such improvements;

(e) USDM shall indemnify, defend and hold harmless SCT and its Affiliates from and against 
all claims arising out of the performance or completion of any such Development Project; 
and 

(f) SCT covenants and agrees to cooperate with USDM and to use commercially reasonable 
efforts to cause any mortgagee or lender holding a superior lien on the Stroud Terminal to 
approve any property or other rights granted by SCT to USDM and agreements entered 
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into pursuant to this Agreement, in each case to the extent required by the terms of the 
related loan documents, and to subordinate such mortgagee’s or lender’s lien to the rights 
and obligations granted thereunder.

3.3 Nothing in this Section 3 shall prevent SCT from developing, constructing or installing improvements 
to the Stroud Terminal to maintain the provision of the Terminalling Services.

4. Term

This Agreement shall enter into force on the Effective Date and continue for a period of twenty (20) 
years (“Initial Term”).  Following the Initial Term, this Agreement shall automatically renew for 
one (1) period of twenty years (the “Renewal Term”), unless USDM provides written notice of 
cancellation to SCT at least thirty (30) days in advance of the end of the Initial Term that it does not 
wish to renew the term of this Agreement.

5. Relationship of the Parties

5.1 USDM is and shall at all times remain an independent contractor of SCT, and this Agreement shall 
not be construed to create any association, partnership, joint venture, employment or agency 
relationship between USDM and SCT for any purpose.  USDM shall not have the authority (and 
shall not act, represent or hold itself out as having authority) to act as an agent or partner of SCT or 
otherwise to bind or commit SCT or any of its Affiliates to any obligation, contract, agreement or 
other legal commitment, or to pledge or extend credit in the name or on behalf of SCT.  USDM’s 
business is completely separate from SCT’s business and this Agreement in no way merges or 
integrates the two businesses.  

5.2 For purposes of this Agreement, an “Affiliate” means, with respect to a Party, any entity which: (a) 
controls, either directly or indirectly, such Party; (b) is controlled, directly or indirectly, by such 
Party; or (c) is directly or indirectly controlled by an entity which directly or indirectly controls such 
Party, where “control” means the direct or indirect ownership interest of more than fifty percent 
(50%) of the outstanding capital stock or other equity interests having ordinary voting power with 
respect to the management of such Party or entity. 

6. Confidentiality

The Parties agree to maintain the confidentiality of, and prevent the unauthorized use or disclosure 
of, (a) the terms and conditions of this Agreement and (b) all information provided by it to the other 
hereunder in the performance of this Agreement.  Notwithstanding the foregoing, USDM shall be 
permitted to disclose the existence of this Agreement to potential counterparties in the performance 
of marketing services hereunder.  Confidential information excludes information that was 
independently developed by the receiving Party without reference to or knowledge of the disclosing 
Party’s confidential information, information that was known to the receiving Party prior to disclosure 
by the disclosing Party and that is free from any obligation to keep it confidential, information that 
is within the public domain through no action on the part of the receiving Party, and information 
that was received from a third party who was under no obligation to keep such information 
confidential.  

7. Representations and Warranties
Each Party hereby represents and warrants to the other that:
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(a) the execution, delivery and performance by it of this Agreement have been duly authorized 
by all necessary corporate action and it has been validly executed and delivered;

(b) this Agreement constitutes a legal, valid and binding obligation of it enforceable in 
accordance with its terms;

(c) the execution and performance of this Agreement do not and will not conflict with or result 
in any breach or default under any other contract or agreement to which it is subject or a 
party; and

(d) it shall perform this Agreement in compliance with all applicable federal, state, and local 
laws and regulations.

8. Limitation of Liabilities

To the fullest extent permitted by law, neither Party shall be liable to the other Party for any indirect, 
incidental or consequential loss or damage or any exemplary or punitive damages, resulting from 
any act or omission of the breaching Party hereunder or related to the performance of or breach of 
this Agreement, whether in contract, tort or otherwise.

9. Assignment

A Party may not assign this Agreement in whole or in part without the prior written consent of the 
other Party; provided that a Party may (on prior written notice to, but without the consent of the 
other Party) assign this Agreement in whole or in part to an Affiliate of such Party that has the 
technical capability, financial wherewithal and physical assets and infrastructure necessary to 
perform its obligations under this Agreement.  Any assignment made in violation of this Section 9 
shall be null and void ab initio.  This Agreement shall be binding upon and inure to the benefit of 
the Parties and their respective successors and permitted assigns.  

10. No Subcontracting

Neither USDM’s performance under this Agreement, nor any of USDM’s rights or obligations under 
this Agreement, shall be subcontracted or delegated by USDM to a non-Affiliate of USDM without 
SCT’s prior written consent.   

11. Miscellaneous

11.1 Any expiration or termination of this Agreement shall be without prejudice to any rights, remedies, 
powers, obligations and liabilities in respect of this Agreement that accrued at or prior to such expiry 
or termination.  Sections 6 (for an additional one year period), 8, 10 and 11 shall survive termination 
of this Agreement for any reason.

11.2 Any notice provided for in this Agreement must be in writing and must be either personally delivered, 
mailed by first class mail (postage prepaid and return receipt requested), e-mailed with confirmation 
of transmittal or receipt, or sent by reputable overnight courier service (charges prepaid):

if to USDM, to: USD Marketing LLC
811 Main, Suite 2800
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Houston, Texas 77002
Attn: General Counsel
Email: **************

if to SCT, to:  Stroud Crude Terminal LLC
811 Main, Suite 2800
Houston, Texas 77002
Attn: General Counsel
Email: **************

or to such other address or the attention of such other person as the recipient Party may specify by 
prior written notice to the sending Party.  Any notice under this Agreement shall be deemed to have 
been given when so delivered or sent or, if mailed, five (5) days after deposit in the U.S. mail.

11.3 The Parties have participated jointly in the negotiation and drafting of this Agreement.  No provision 
of this Agreement shall be construed or interpreted to the disadvantage of any Party by reason of 
such Party having or being deemed to have structured or drafted such provision.

11.4 This Agreement embodies the entire agreement and understanding between the Parties relating to 
the subject matter hereof and supersedes and preempts any prior understandings, agreements or 
representations by or among the Parties, written or oral.

11.5 Section headings in this Agreement are included herein for reference purposes only and shall not 
constitute a part of this Agreement for any other purpose.  The term “Section” herein shall refer to 
provisions of this Agreement unless expressly indicated otherwise

11.6 This Agreement shall be governed by and construed in accordance with the laws of State of Texas, 
without giving effect to any choice or conflict of law provision or rule that would cause the application 
of the laws of any jurisdiction other than the State of Texas. 

11.7 Any dispute, controversy or claim of any kind whatsoever (whether sounding in contract, tort, equity 
or otherwise) arising out of or relating to this Agreement, including any question regarding its 
existence, breach, validity or termination or the relationship between the Parties, which cannot be 
amicably resolved through discussions between the Parties shall be finally settled by binding 
arbitration as follows:

(a) the arbitration shall be conducted in accordance with the Commercial Arbitration Rules of 
the American Arbitration Association (the “AAA”);

(b) the arbitral tribunal shall consist of three (3) arbitrators, of which, the claimant shall appoint 
one arbitrator at the time it submits its request for arbitration, the party acting as respondent 
shall appoint one (1) arbitrator with its answer to the request for arbitration, and the two 
(2) so-appointed arbitrators shall appoint a third (3rd) arbitrator who will act as president 
of the arbitral tribunal; 

(c) the seat of the arbitration shall be Houston, Texas; and

(d) the language of the arbitration shall be English.  
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11.8 If any term or provision of this Agreement is invalid, illegal, or unenforceable in any jurisdiction, 
such invalidity, illegality or unenforceability shall not affect any other term or provision of this 
Agreement or invalidate or render unenforceable such term or provision in any other jurisdiction.

11.9 This Agreement may be executed in multiple counterparts and by facsimile or other electronic 
signature, each of which shall be deemed an original and all of which together shall constitute one 
instrument. This Agreement shall not be binding upon any Party unless and until executed by both 
Parties.

11.10 Any amendment or modification to this Agreement must be made in writing and signed by both 
Parties.  Any waiver by or on behalf of a Party for any breach of a provision of this Agreement must 
be expressed in writing, duly executed and delivered by the waiving Party in accordance with the 
notice provisions of this Agreement.  No waiver by any Party shall operate or be construed as a 
waiver in respect of any failure or default not expressly identified by such written waiver, whether 
of a similar or different character, and whether occurring before or after that waiver.  No failure to 
exercise or delay in exercising any right or remedy arising from this Agreement shall operate or be 
construed as a waiver of such right or remedy.  

[Signature page follows.]
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IN WITNESS WHEREOF, each of the Parties has caused this Agreement to be executed by one 

of its duly authorized representatives as of the Effective Date.

USD MARKETING LLC

By:    
   

Name:

Title:

STROUD CRUDE TERMINAL LLC

By:   

Name:

Title:

Signature Page to Marketing Services Agreement
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Exhibit A

Real Property Comprising the Stroud Terminal



Exhibit 31.1

Certification Pursuant to
Rules 13a-14 and 15d-14 Under the Securities Exchange Act of 1934

I, Dan Borgen, certify that:

1. I have reviewed this quarterly report on Form 10-Q (this “report”) of USD Partners LP (the “registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15(d) -15(f)) for the registrant and have:

(a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared;

(b)  designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and

(d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant’s internal control over financial reporting.

Date: August 8, 2017 /s/ Dan Borgen
Dan Borgen
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 31.2

Certification Pursuant to
Rules 13a-14 and 15d-14 Under the Securities Exchange Act of 1934

I, Adam Altsuler, certify that:

1. I have reviewed this quarterly report on Form 10-Q (this “report”) of USD Partners LP (the “registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the 
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15(d) -15(f)) for the registrant and have:

(a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared;

(b)  designed such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and

(d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons 
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize 
and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant’s internal control over financial reporting.

Date: August 8, 2017 /s/ Adam Altsuler
Adam Altsuler
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 
18, United States Code), I, Dan Borgen, Chief Executive Officer and President of USD Partners GP LLC, as general partner of 
USD Partners LP (the “Partnership”), hereby certify, to the best of my knowledge, that:

(1) the Partnership’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017 (the “Report”) fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Partnership.

Date: August 8, 2017 /s/ Dan Borgen
Dan Borgen
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 32.2

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 
18, United States Code), I, Adam Altsuler, Chief Financial Officer of USD Partners GP LLC, as general partner of USD Partners 
LP (the “Partnership”), hereby certify, to the best of my knowledge, that:

(1) the Partnership’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017 (the “Report”) fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Partnership.

Date: August 8, 2017 /s/ Adam Altsuler
Adam Altsuler
Chief Financial Officer
(Principal Financial Officer)
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