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EXPLANATORY NOTE
Our Annual Report on Form 10-K for the fiscal year ended December 31, 2013, as amended by Amendment No. 1 thereto on Form 10-K/A filed on March 19, 2014 (as
amended to date, our “Form 10-K”), is further amended and revised by this Amendment No. 2 on Form 10-K/A (“Amendment No. 2”) (i) to update certain cross-references in
Part III to information to be incorporated by reference from the Company’s Proxy Statement for its 2014 Annual Meeting of Stockholders and (ii) to include the separate
financial statements of VantaCore Partners LP (“VantaCore”), in accordance with Rule 3-09 of Regulation S-X (“Rule 3-09”), as new Exhibit 99.1, in Part IV, Item 15,
Exhibits, Financial Statement Schedules (“Item 15”). The Company owns equity interests in VantaCore and is required to include its financial statements pursuant to Rule 309(a) and Rule 1-02(w) of Regulation S-X. In accordance with Rule 3-09(b)(1), the separate financial statements of VantaCore are being filed as an amendment to our Form 10K, within 90 days after the end of our fiscal year, as they were not available prior to the filing of our Form 10-K.
In addition, this Amendment No. 2 (i) revises Part III, Item 10, Item 12 and Item 13 to update certain cross-references to information to be incorporated by reference from the
Company’s Proxy Statement for its 2014 Annual Meeting of Stockholders and (ii) revises Part IV, Item 15 to include new Exhibits 31.3, 31.4, and 32.2, certifications of the
Chief Executive Officer and Chief Financial Officer, pursuant to Rule 13a-14(a) and (b), and new Exhibit 23.2, consent of McGladrey LLP and Exhibit 23.3, consent of Cooper,
Travis & Company, PLC.
Except as described above, no other amendments are being made to the Form 10-K. This Amendment No. 2 does not update or modify the disclosure contained in our Form 10K in any way other than as required to reflect the items discussed above and does not reflect events occurring after the March 19, 2014 filing of our Amendment No. 1 to Form
10-K.

PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Code of Ethics

We have adopted a code of ethics, which applies to our principal executive officer and principal financial officer. We have also adopted a code of ethics that establishes
procedures for personal investments and restricts certain personal securities transactions. Personnel subject to the code of ethics may invest in securities for their personal
investment accounts, including securities that may be purchased or held by us, so long as such investments are made in accordance with the code of ethics. This information
may be obtained, without charge, upon request by calling us at (816) 875-3705 or toll-free at (877) 699-2677 and on our Web site at http://corenergy.corridortrust.com.
You may also read and copy the codes of ethics at the Securities and Exchange Commission’s Public Reference Room in Washington, D.C. You may obtain information on the
operation of the Public Reference Room by calling the Securities and Exchange Commission at (800) SEC-0330. In addition, the codes of ethics are available on the EDGAR
Database on the Securities and Exchange Commission’s Internet site at http://www.sec.gov. You may obtain copies of the codes of ethics, after paying a duplicating fee, by
electronic request at the following email address: publicinfo@sec.gov, or by writing the Securities and Exchange Commission’s Public Reference Section, Washington, D.C.
20549.
Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) imposes a wide variety of regulatory requirements on publicly-held companies and their insiders. The SarbanesOxley Act requires us to review our policies and procedures to determine whether we comply with the Sarbanes-Oxley Act and the regulations promulgated thereunder. We will
continue to monitor our compliance with all future regulations that are adopted under the Sarbanes-Oxley Act and will take actions necessary to ensure that we are in compliance
therewith.
As of December 31, 2013, we are an accelerated filer. As an accelerated filer for the fiscal year ended December 31, 2013, we are required to prepare and include in our annual
report to stockholders for such period a report regarding management’s assessment of our internal control over financial reporting under the Securities Exchange Act of 1934
(the “1934 Act”) and have included this report in Item 9A of this Annual Report on Form 10-K.
Additional information is incorporated by reference to the sections captioned “Nominees for Directors,” “Incumbent Directors Continuing in Office,” “Information About
Executive Officers,” “Board of Directors Meetings and Committees,” “Section 16(a) Beneficial Ownership Reporting Compliance” and “Stockholder Proposals and
Nominations for the 2015 Annual Meeting” in our proxy statement for our 2014 Annual Stockholder Meeting, to be filed with the Securities and Exchange Commission within
120 days after the end of the fiscal year covered by this Annual Report.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Incorporated by reference to the sections captioned “Security Ownership of Management and Certain Beneficial Owners” and “Proposal 3 - Approval of Director Compensation
Plan” in our proxy statement for our 2014 Annual Stockholder Meeting, to be filed with the Securities and Exchange Commission within 120 days after the end of the fiscal
year covered by this Annual Report.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Incorporated by reference to the sections captioned “Election of Directors,” “Nominees for Director,” “Incumbent Directors Continuing in Office,” “Board of Directors
Meetings and Committees” and “Certain Relationships and Related Party Transactions” in our proxy statement for our 2014 Annual Stockholder Meeting, to be filed with the
Securities and Exchange Commission within 120 days after the end of the fiscal year covered by this Annual Report.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The following documents are filed as part of this Annual Report on Form 10-K/A:
1. The Financial Statements listed in the Index to Financial Statements on Page F-1 of the Annual Report on Form 10-K/A (Amendment No. 1) filed on March 19, 2014,
which are incorporated herein by reference.
2. The Exhibits listed in the Exhibit Index
below.

Exhibit
No.

Description of Document

3.1

Articles of Amendment and Restatement of CorEnergy Infrastructure Trust, Inc. (2)

3.2

Second Amended and Restated Bylaws (3)

4.1

Form of Stock Certificate for Common Stock of CorEnergy Infrastructure Trust, Inc. (2)

4.2

Form of Warrant dated December 2006 (5)

4.3

Registration Rights Agreements with Merrill Lynch & Co; Merrill Lynch, Pierce, Fenner & Smith Incorporated, and Stifel, Nicolaus & Company,
Incorporated dated January 9, 2006 (1)

4.4

Registration Rights Agreement dated April 2007 (5)

10.1

Dividend Reinvestment Plan (6)

10.2

Management Agreement dated August 7, 2013, effective July 1, 2013 (13)

10.3(a)

Advisory Agreement dated December 1, 2011 (7)

10.3(b)

Amended Advisory Agreement dated December 21, 2012 (11)

10.4

Custody Agreement with U.S. Bank National Association dated September 13, 2005 (1)

10.5

First Amendment to the Custody Agreement with U.S. Bank National Association dated May 24, 2010 (7)

10.6

Stock Transfer Agency Agreement with Computershare Investor Services, LLC dated September 13, 2005 (1)

10.7(a)

Second Amended Administration Agreement dated December 1, 2011 (6)

10.7(b)

Amendment and Assignment to the Second Amended Administration Agreement dated August 7, 2012 (11)

10.8

Warrant Agreement with Computershare Investor Services, LLC as Warrant Agent dated December 8, 2005 (1)

10.9(a)

Purchase and Sale Agreement, dated December 7, 2012, by and between Ultra Wyoming, Inc. and Pinedale Corridor, LP (8)

10.9(b)

Amendment to Purchase and Sale Agreement, dated December 13, 2012, by and between Ultra Wyoming, Inc. and Pinedale Corridor, LP (9)

10.10(a)

Subscription Agreement, dated December 7, 2012, by and among Pinedale GP, Inc., Ross Avenue Investments, LLC and Pinedale Corridor, LP (8)

10.10(b)

First Amendment to Subscription Agreement by and among Pinedale Corridor, LP, Pinedale GP, Inc. and Ross Avenue Investments, LLC (9)

10.11(a)

Term Credit Agreement, dated December 7, 2012, by and among Pinedale Corridor, LP, KeyBank National Association, as lender and KeyBank
National Association, as administrative agent (8)
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10.11(b)

Amended and Restated Term Credit Agreement, dated December 14, 2012, by and among Pinedale Corridor, LP, KeyBank National Association, as
lender and KeyBank National Association, as administrative agent (9)

10.12(a)

Lease Agreement dated December 20, 2012 by and between Pinedale Corridor, LP and Ultra Wyoming LGS, LLC (10)

10.12(b)

First Amendment to Lease, dated June 19, 2013, by and between Pinedale Corridor, LP and Ultra Wyoming LGS, LLC (14)

10.13

First Amended and Restated Limited Partnership Agreement of Pinedale Corridor, LP by and between Pinedale GP, Inc. and Ross Avenue Investments,
LLC (10)

10.14(a)

Revolving Credit Agreement dated as of May 8, 2013 by and among CorEnergy Infrastructure Trust, Inc., KeyBank National Association and the other
financial institutions party to the Credit Agreement, as lenders and KeyBank National Association, as administrative agent (12)

10.14(b)

First Amendment to Revolving Credit Agreement, dated August 23, 2013, by and among CorEnergy Infrastructure Trust, Inc., KeyBank National
Association and the other financial institutions party to the Credit Agreement, as lenders and KeyBank National Association, as administrative agent (14)

10.16
10.17
10.18

Membership Interest Purchase Agreement, dated January 14, 2014, by and among Lightfoot Capital Partners, LP, CorEnergy Infrastructure Trust, Inc. and
Arc Terminals Holdings LLC (15)
Lease, dated January 21, 2014, by and between LCP Oregon Holdings, LLC and Arc Terminals Holdings LLC (16)
Asset Purchase Agreement, dated January 21, 2014, by and between LCP Oregon Holdings, LLC and Arc Terminals Holdings LLC (16)

14.1

Code of Ethics for Principal Executive Officer and Principal Financial Officer (10)

21.1

Subsidiaries of the Company (17)

23.1

Consent of Ernst & Young LLP dated March 19, 2014 (17)

23.2

Consent of McGladry LLP dated March 31, 2014 – filed herewith

23.3

Consent of Cooper, Travis & Company, PLC dated March 31, 2014 – filed herewith

31.1

Certification by Chief Executive Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(17)

31.2

Certification by Chief Accounting Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 (17)

31.3

Certification by Chief Executive Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
– filed herewith

31.4

Certification by Chief Accounting Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 – filed herewith

32.1

Certification by Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (17)

32.2

Certification by Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 – filed herewith

99.1

Financial Statements of VantaCore Partners LP as of December 31, 2012 and 2013 and for the three years ended December 31, 2013 – filed herewith

101

The following materials from CorEnergy Infrastructure Trust, Inc.’s Annual Report on Form 10-K/A (Amendment No. 1) for the year ended December
31, 2013, formatted in XBRL (Extensible Business Reporting Language): (i) the Consolidated Balance Sheets, (ii) the Consolidated Statements of
Operations, (iii) the Consolidated Statements of Cash Flows and (v) the Notes to Condensed Consolidated Financial Statements (17)

(1) Incorporated by reference to the Registrant's Registration Statement on Form N-2, filed August 28, 2006 (File No. 333136923).
(2) Incorporated by reference to the Registrant's current report on Form 8-K, filed January 14, 2014 (the first Form 8-K filing on such
date).
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(3) Incorporated by reference to the Registrant’s current report on Form 8-K, filed July 31,
2013.
(4) Incorporated by reference to Pre-Effective Amendment No. 2 to the Registrant’s Registration Statement on Form N-2, filed January 9, 2007 (File No. 333136923).
(5) Incorporated by reference to Pre-Effective Amendment No. 1 to the Registrant’s Registration Statement on Form N-2, filed July 3, 2007 (File No. 333142859).
(6) Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended August 31, 2007 and filed on October 12,
2007.
Incorporated by reference to the Registrant’s Annual Report on Form 10-K, for the year ended November 30, 2010.
(7) Incorporated by reference to the Registrant’s current report on Form 8-K, filed December 1,
2011.
(8) Incorporated by reference to the Registrant’s current report on Form 8-K, filed December 10,
2012.
(9) Incorporated by reference to the Registrant’s current report on Form 8-K, filed December 17,
2012.
(10) Incorporated by reference to the Registrant’s current report on Form 8-K, filed December 21,
2012.
(11) Incorporated by reference to the Registrant's Annual Report on Form 10-K, for the year ended November 30, 2012, filed February 13,
2013.
(12) Incorporated by reference to the Registrant's Quarterly Report on Form 10-Q for the quarter ended March 31, 2013, filed May 10,
2013.
(13) Incorporated by reference to the Registrant's Quarterly Report on Form 10-Q for the quarter ended September 30, 2013, filed November 12,
2013.
(14) Incorporated by reference to the Registrant's current report on Form 8-K, filed August 27,
2013.
(15) Incorporated by reference to the Registrant's current report on Form 8-K, filed January 14, 2014 (the second Form 8-K filing on such
date).
(16) Incorporated by reference to the Registrant's current report on Form 8-K, filed January 22,
2014.
(17) Incorporated by reference to the Registrant's Annual Report on Form 10-K/A (Amendment No. 1), for the year ended December 31, 2013, filed March 19,
2014.
All other exhibits for which provision is made in the applicable regulations of the Securities and Exchange Commission are not required under the related instruction or are
inapplicable and therefore have been omitted.
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CORENERGY INFRASTRUCTURE TRUST, INC.
SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) 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.
CORENERGY INFRASTRUCTURE TRUST, INC.
(Registrant)
By:

/s/ Rebecca M. Sandring
Rebecca M. Sandring
Chief Accounting Officer
(Principal Accounting and Principal Financial Officer)
March 31, 2014
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Exhibit 23.2

Consent of Independent Registered Public Accounting Firm
We consent to the incorporation by reference in the Registration Statement (No. 333-176944) on Form S-3 of CorEnergy Infrastructure Trust, Inc. of our reports dated March
31, 2014, relating to our audits of the consolidated financial statements of VantaCore Partners LP and Subsidiaries which appear in this Amendment No. 2 to the Annual Report
on Form 10-K/A of CorEnergy Infrastructure Trust, Inc., for the year ended December 31, 2013.
/s/McGladrey LLP
March 31, 2014
Chicago, IL

Exhibit 23.3

Consent of Independent Registered Public Accounting Firm
We consent to the incorporation by reference in the Registration Statement (No. 333-176944) on Form S-3 of CorEnergy Infrastructure Trust, Inc. of our report dated May 8,
2012, relating to our audits of the consolidated financial statements of VantaCore Partners LP and Subsidiaries which appear in this Amendment No. 2 to the Annual Report on
Form 10-K/A of CorEnergy Infrastructure Trust, Inc., for the year ended December 31, 2013.
/s/Cooper, Travis & Company, PLC
March 31, 2014
Nashville, TN

Exhibit 31.3
CERTIFICATIONS
I, David J. Schulte, certify that:
1.

I have reviewed this Annual Report on Form 10-K/A (Amendment No. 2) of CorEnergy Infrastructure Trust,
Inc.;

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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-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(s) 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: March 31, 2014

/s/ David J. Schulte
David J. Schulte
Chief Executive Officer

Exhibit 31.4
CERTIFICATIONS
I, Rebecca M. Sandring, certify that:
1.

I have reviewed this Annual Report on Form 10-K/A (Amendment No. 2) of CorEnergy Infrastructure Trust,
Inc.;

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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-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(s) 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: March 31, 2014

/s/ Rebecca M. Sandring
Rebecca M. Sandring
Chief Accounting Officer/Treasurer

Exhibit 32.2
SECTION 906 CERTIFICATION
Pursuant to U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2001, the undersigned officers of CorEnergy Infrastructure Trust, Inc. (the
“Company”), hereby certify that the Annual Report on Form 10-K/A (Amendment No. 2) for the year ended December 31, 2013, filed with the Securities and Exchange
Commission on the date hereof (the “Report”), fully complies with the requirements of Section13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as
amended, and that the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ David J. Schulte
David J. Schulte
Chief Executive Officer
Date: March 31, 2014
/s/ Rebecca M. Sandring
Rebecca M. Sandring
Chief Accounting Officer, Treasurer
Date: March 31, 2014
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of this report. A signed original of this written statement required by
Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 99.1

VantaCore Partners LP
and Subsidiaries
Consolidated Financial Report
December 31, 2013
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Independent Auditor’s Report

To the General Partner
VantaCore Partners LP
Philadelphia, Pennsylvania

Report on the Financial Statements
We have audited the accompanying consolidated financial statements of VantaCore Partners LP and subsidiaries, which comprise the consolidated balance sheets as of
December 31, 2013 and 2012, and the related consolidated statements of income, changes in partners’ capital and cash flows for the years then ended and the related notes to the
financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting principles generally accepted in the
United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of VantaCore Partners LP and subsidiaries as
of December 31, 2013 and 2012, and the results of their operations and their cash flows for the years then ended in accordance with accounting principles generally accepted in
the United States of America.
/s/McGladrey LLP
Chicago, Illinois
March 31, 2014
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Independent Auditor’s Report

To the Partners
VantaCore Partners LP
Philadelphia, Pennsylvania
We have audited the accompanying consolidated balance sheets of VantaCore Partners LP and subsidiaries as of December 31, 2011 and 2010, and the related consolidated
statements of income, partners' equity, and cash flows for the years then ended. These financial statements are the responsibility of the General Partner. Our responsibility is to
express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position of VantaCore Partners LP as of
December 31, 2011 and 2010, and the results of its operations and its cash flows for the years then ended, in conformity with accounting principles generally accepted in the
United States of America.
/s/Cooper, Travis & Company, PLC
Certified Public Accountants

Nashville, Tennessee
May 8, 2012
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VantaCore Partners LP and Subsidiaries
Consolidated Balance Sheets
December 31, 2013 and 2012
2013

2012

1,118,171 $
15,768,803

994,140
16,395,183

Contract receivables
Inventories

2,962,694
4,536,078

2,215,653
3,982,669

Costs and estimated earnings in excess of billings on uncompleted contracts
Prepaid expenses

174,746
2,449,886

140,956
2,774,945

27,010,378

26,503,546

Property, Plant and Equipment, net

38,767,159

35,968,302

Mineral Reserves, net

89,150,163

90,925,677

28,081,200

28,081,200

3,621,082
1,569,316

4,473,435
1,961,859

740,075
38,984

431,326
38,984

34,050,657

34,986,804

Assets
Current Assets
Cash and cash equivalents
Accounts receivable, trade, net of allowance

$

Total current assets

Other Assets
Goodwill
Other intangibles, net
Debt issue costs, net
Deferred stripping costs
Other
Total other assets

Total assets

$

188,978,357 $

188,384,329

See Notes to Consolidated Financial Statements
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VantaCore Partners LP and Subsidiaries
Consolidated Balance Sheets (Continued)
December 31, 2013 and 2012
2013

2012

Liabilities and Partners' Capital
Current Liabilities
Current maturities of installment notes payable
Current portion of obligations under capital leases

$

93,437 $
803,146

376,800
780,629

Accounts payable, trade
Billings in excess of costs and estimated earnings on uncompleted contracts

6,922,727
193,562

6,970,961
176,325

Accrued compensation and other
Accrued expenses

2,145,108
3,784,956

857,753
2,699,103

13,942,936

11,861,571

74,138,707

72,587,480

Total current liabilities

Long-Term Liabilities
Note payable, revolver
Installment notes payable, less current maturities

145,086

239,390

1,624,713
771,000
3,285,215

1,261,460
771,000
1,828,816

Total long-term liabilities

79,964,721

76,688,146

Total liabilities

93,907,657

88,549,717

95,070,700

99,834,612

Obligations under capital leases, net of current portion
Deferred state income taxes
Asset retirement obligation

Commitments and Contingencies (Notes 9, 13, and 18)
Partners' Capital

Total liabilities and partners' capital

$

188,978,357 $

188,384,329

See Notes to Consolidated Financial Statements
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VantaCore Partners LP and Subsidiaries
Consolidated Statements of Income
Years Ended December 31, 2013, 2012 and 2011
2013
Net sales and contract revenues earned

$

Cost of sales and revenues earned
Gross profit
General and administrative expenses
Operating income before other operating (income)
expense

Other operating (income) expense:
Depletion and amortization
Unit incentive plan
Other expenses
Other income
Acquisition related costs

2012

2011

138,552,952 $

90,773,620 $

48,291,048

111,054,734

73,291,238

40,422,481

27,498,218

17,482,382

7,868,567

14,075,152

9,388,489

7,201,998

13,423,066

8,093,893

666,569

2,601,933

2,029,505

1,157,130

878,751
27,788
(43,821 )
-

(Gain) Loss on sale of assets

(70,894 )

Operating income (loss)

226,298
152,746
(109,480)
866,664

78,345
131,028
(310,046)
400,000

84,232

59,181

3,393,757

3,249,965

1,515,638

10,029,309

4,843,928

(849,069)

3,134,341
494,613
(52,121 )

2,893,432
708,629
(33,404 )

1,946,399
1,046,571
(47,824 )

3,576,832

3,568,657

2,945,146

6,452,477 $

1,275,271 $

Financial (income) expense:
Interest expense
Amortization of financing costs
Interest income

Net income (loss)

$

(3,794,215)

See Notes to Consolidated Financial Statements
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VantaCore Partners LP and Subsidiaries
Consolidated Statements of Changes in Partners' Capital
Years Ended December 31, 2013, 2012 and 2011
Limited Partners
Preferred A and B
Units
Partners' capital at December 31, 2010, as
restated

Common

Amount

1,055,294

$

Units

Class A Subordinated

Amount

16,638,744

2,823,137

—

—

314,584

4,404,175

$

Units

40,608,695

171,973

—

—

—

—
—

Class B Subordinated

Amount
$

Units

1,990,725

742,275

—

—

—

—

General Partner

Amount
$

Units

Amount
$

590,804

Total Partners'
Capital

14,243,607

41,486

$

74,072,575

4,792

8,000

—

—

8,000

—

—

—

—

4,404,175

Issuance of units
Unit incentive plan
Equity financing
Less: equity issue costs
Paid-in-kind

Net income (loss)

Distributions
Partners' capital at December 31, 2011

—

—

—

—

—

372,450

—

4,082,481

(100,000)

—

(4,034,214 )

—

—

—

—

—

(48,267)

—

90,231

—

(3,057,004 )

—

—

(46,465)

—
1,742,328

(599,466)
$

24,516,165

—

—
2,823,137

(1,329,682 )
$

(186,221)

—

32,187,795

171,973

$

—

—

—

1,804,504

747,067

(594,756)

$

—

—

13,656,851

41,486

—

(100,000)
—

(3,794,215 )

(16,044)
$

480,028

(1,945,192 )
$

72,645,343

Issuance of units
Warrant exercise

—

—

78,646

550,522

—

—

—

—

—

—

550,522

Equity financing

—

—

4,821,429

33,750,000

—

—

—

—

—

—

33,750,000

—

(1,735,715 )

Less: equity issue costs
Paid-in-kind

Net income (loss)

Distributions
Partners' capital at December 31, 2012

—

—

—

(1,735,715 )

—

—

—

—

—

356,195

3,942,245

—

(3,908,525 )

—

—

—

—

—

(33,720)

—

1,501,216

—

(232,312)

—

—

44,734

—
2,098,523

(2,277,784 )
$

—

27,681,842

7,723,212

1,457,008

(4,322,364 )
$

(7,181)

—

—

—

—

1,797,323

747,067

—

—

—

—

56,289,401

171,973

—

—

—

—

$

(31,186)

(16,623)
$

—

—

1,275,271

(34,038)

13,609,042

41,486

$

457,004

—

—

—

—

—

—

—

—

(6,650,809 )
$

99,834,612

Issuance of units
Equity financing
Less: equity issue costs
Paid-in-kind

91,063
—

(92,029)

1,457,008
(92,029)

409,001

5,225,526

—

(5,200,015 )

—

—

—

—

—

(25,511)

Net income

—

4,379,756

—

1,843,452

—

41,048

—

178,318

—

9,903

6,452,477

Distributions

—

(3,060,632 )

—

(9,474,030 )

—

—

—

—

—

(46,706)

(12,581,368 )

1,838,371

747,067

13,787,360

41,486

Partners' capital at December 31, 2013

2,598,587

$

35,591,471

7,723,212

$

43,458,808

171,973

$

$

$

394,690

—

$

95,070,700

See Notes to Consolidated Financial Statements
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VantaCore Partners LP and Subsidiaries
Consolidated Statements of Cash Flows
Years Ended December 31, 2013, 2012 and 2011
2013

2012

2011

6,452,477 $

1,275,271 $

(3,794,215 )

Depreciation

6,478,544

5,379,004

4,125,962

Amortization, intangibles, debt issue and asset retirement costs

1,374,682

1,602,071

1,860,376

Depletion

1,775,514

1,177,763

1,078,817

—

13,000

96,000

(70,894)

111,403

59,181

Receivables

(120,661)

2,495,389

(1,098,795 )

Inventories

(553,409)

348,931

(1,026,011 )

Cash Flows from Operating Activities
Net Income

$

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

Deferred state income taxes
(Gain) Loss on sale of assets
Changes in operating assets and liabilities, net of effects of acquisition of
business:

Costs and estimated earnings in excess of billings on uncompleted contracts

(33,790)

(36,080)

560,724

Prepaid expenses and other assets

16,310

(727,776)

(279,804)

Accounts payable

(48,234)

(1,272,731 )

(525,956)

Billings in excess of costs and estimated earnings on uncompleted contracts

17,237

(63,168)

(51,819)

Accrued compensation costs

1,287,355

596,294

Accrued expenses

1,085,853

1,054,803

120,744

17,660,984

11,954,174

1,035,157

(74,338,147 )

(5,406,257 )

Net cash provided by operating activities

(90,047)

Cash Flows from Investing Activities
Acquisition of business

—

Proceeds from sale of equipment

163,711

Purchase of equipment
Net cash used in investing activities

352,086

1,142,862

(6,586,535 )

(2,790,047 )

(2,502,003 )

(6,422,824 )

(76,776,108 )

(6,765,398 )

(1,143,169 )

(1,461,031 )

Cash Flows from Financing Activities
Payments on installment notes payable and obligations under capital leases

(1,401,897 )

Net proceeds on revolver

1,551,227

Deferred financing costs

(47,070)

Proceeds from issuance of partnership units

1,457,008

Equity issue costs
Distributions to partners
Net cash (used in) provided by financing activities
Net increase (decrease) in cash and cash equivalents

41,941,780
(1,362,274 )
33,750,000

4,741,568
—
4,412,175

(92,029)

(1,735,715 )

(100,000)

(12,581,368 )

(6,100,287 )

(1,945,192 )

(11,114,129 )

65,350,335

5,647,520

124,031

528,401

(82,721)

994,140

Cash and cash equivalents:
Beginning of year

465,739

548,460

$

1,118,171 $

994,140 $

465,739

Equipment acquired under capital leases and notes payable

$

1,410,000 $

666,480 $

1,597,208

Retirement cost asset due to increase in asset retirement obligation

$

1,373,683 $

— $

—

Paid-in-kind units issued

$

6,544,655 $

5,582,908 $

5,773,059

Issuance of partnership units for exercise of warrants as distributions to partners

$

— $

550,522 $

—

$

3,143,175 $

2,524,875 $

1,915,157

End of year
Supplemental Schedule of Noncash Investing and Financing Activities

Supplemental Disclosure of Cash Flow Information
Cash payments for interest
See Notes to Consolidated Financial Statements
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VantaCore Partners LP and Subsidiaries
Notes to Consolidated Financial Statements

Note 1. Nature of Business and Basis of Presentation
VantaCore Partners LP is a privately held limited partnership formed in December 2006 under the laws of the State of Delaware. The general partner is
VantaCore LLC (the GP). VantaCore Partners LP is structured as a master limited partnership (MLP). VantaCore Partners LP and Subsidiaries (below) are
collectively referred to herein as the Partnership.
VantaCore Partners LP operates businesses in the aggregates extractive and construction industries through its wholly owned subsidiaries. The consolidated
financial statements and accompanying notes present the accounts and transactions of VantaCore Partners LP and its wholly owned subsidiaries, Winn
Materials, LLC and Winn Marine, LLC (together Winn), McIntosh Construction Company, LLC and McAsphalt, LLC (together McIntosh), Southern Aggregates,
LLC (Southern), Winn Materials of Kentucky, LLC (Winn Kentucky) and Laurel Aggregates of Delaware, LLC (Laurel). All significant intercompany accounts and
transactions have been eliminated in consolidation.
Mining business: Winn Materials, LLC and Winn Kentucky each operate a limestone quarry, while Winn Marine, LLC operates a barge loading and unloading
facility at its dock on the Cumberland River. Winn Materials, LLC also owns limestone reserves. The Winn Marine, LLC business primarily imports sand;
however, given its location adjacent to Winn Materials, LLC, they also load crushed stone onto river barges. Winn Materials, LLC sells both crushed stone and
sand to the local Clarksville and Montgomery County, Tennessee markets, with a certain portion of these material sales also being made to McIntosh. Winn
Kentucky sells crushed limestone primarily to the southwestern Kentucky and northern Tennessee markets. Southern, operates six sand and gravel facilities
and sells its sand and gravel primarily to ready-mix customers in south central Louisiana, including the Baton Rouge and Lafayette markets. Laurel operates a
limestone quarry with both surface and underground mining and sells aggregate products to customers in Maryland, West Virginia, Pennsylvania and Ohio.
Construction business: McIntosh Construction Company, LLC performs asphalt paving, site preparation and concrete curbing activities for the highway,
commercial and residential markets. McAsphalt LLC manufactures and sells asphalt used by McIntosh Construction Company, LLC in its paving business, as
well as to government agencies and third party commercial businesses. McIntosh’s sales are primarily in the local Clarksville and Montgomery County,
Tennessee markets.
Note 2. Significant Accounting Policies
Use of estimates: The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States (GAAP)
requires management to make estimates and assumptions that affect the reported amounts in the consolidated financial statements and accompanying notes.
Actual results could differ from those estimates. Significant estimates include costs to complete on long-term construction contracts, the fair value of net assets
acquired in business combinations, useful lives for long-lived assets, and asset retirement obligations.
Business combinations: The purchase price of an acquired company is allocated between tangible and intangible assets acquired and liabilities assumed from
the acquired business based on their estimated fair values. Any excess of consideration over the estimated fair values is recorded as goodwill. The results of
operations of the acquired business are included in the Partnership’s operating results from the dates of acquisition.
Fair value accounting and financial instruments : The fair value of current assets and current liabilities approximates the carrying value due to the immediate
or short-term maturity of these financial instruments. The fair value of long-term debt approximates the carrying value based on comparison of terms (maturity,
interest rate, etc.) to comparable debt offerings in the marketplace. The fair value of unit incentive grants is based on per-unit cash prices from recent
transactions for like units.
Where fair value accounting is applicable, management determines fair value in accordance with the hierarchy established by guidance from the Financial
Accounting Standards Board (FASB). Under the guidance, fair values are determined based on observable inputs such as quoted market prices, information
from comparable transactions, or the replacement cost of assets in similar condition or stage of usefulness (Levels 1 and 2). If observable inputs are not
available, unobservable inputs are used such as valuation models that utilize expected future cash flows (Level 3).
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As of December 31, 2013 and 2012, the Partnership had no assets or liabilities measured at fair value other than an interest rate swap, which terminated in
April, 2013. This swap was not material as of December 2012 and was a Level 3 classification within the hierarchy.
Revenue recognition: Revenues from the sale of aggregate, gravel, sand and asphalt is recorded based upon the transfer of product at delivery to customers,
which generally occurs at the quarries or asphalt plants.
Revenues from long-term construction contracts are recognized on the percentage-of-completion method, measured by the percentage of total costs incurred to
date to the estimated total costs for each contract. That method is used since management considers total cost to be the best available measure of progress on
the contracts. Provisions for estimated losses on uncompleted contracts are made in the period in which such losses are determined. Changes in job
performance, job conditions and estimated profitability, including those arising from final contract settlements, which result in revisions to job costs and profits
are recognized in the period in which the revisions are determined.
Contract costs include all direct job costs and those indirect costs related to contract performance, such as indirect labor, supplies, insurance, equipment
maintenance and depreciation. General and administrative costs are charged to expense as incurred.
The asset “Costs and estimated earnings in excess of billings on uncompleted contracts” represents revenues recognized in excess of amounts billed. The
liability “Billings in excess of costs and estimated earnings on uncompleted contracts” represents billings in excess of revenues recognized.
Cash equivalents and cash concentrations : The Partnership considers all highly liquid investments purchased with a maturity of three months or less at the
time of purchase to be cash equivalents.
The Partnership maintains cash and cash equivalents with several financial institutions. Deposits held with banks may exceed the amount of insurance provided
on such deposits. These deposits may be redeemed upon demand, and are maintained with major financial institutions within the United States that have high
credit ratings, which are monitored by management, to mitigate risk of loss.
Accounts receivable and credit risk : The Partnership’s accounts receivable are exposed to credit risk, which, in part, could be affected by changes in
economic or other factors. The Partnership extends credit to certain customers after review of various credit indicators, generally without collateral. The
Partnership may require personal guarantees by certain customers and may be eligible for the filing of a contractors’ lien against the property on which the work
is performed. The Partnership manages its exposure to credit risk through credit analysis, credit approvals, credit limits and monitoring procedures, and may
ultimately rely on normal lien rights. Outstanding customer receivable balances are regularly reviewed for possible nonpayment indicators. The Partnership
maintains an allowance for doubtful accounts based on a combination of factors. The factors management considers when quantifying the allowance for
doubtful accounts include the aging of accounts receivable, industry trends, the financial strength of customers,
credit ratings, customer specific credit risks and payment and default history. Changes in these factors, among others, may lead to adjustments in the allowance
for doubtful accounts. The determination of the allowance requires judgment as to the impact of those and other factors on the ultimate realization of
accounts receivable. The Partnership writes off accounts receivable to the allowance for doubtful accounts when management determines collection is highly
unlikely and collection efforts have ceased. Bad debt expense for any period presented is equal to the changes in the period end allowance for doubtful
accounts, net of write-offs, recoveries and other adjustments. The allowance for doubtful accounts on trade accounts receivable was approximately $446,000
and $160,000 at December 31, 2013 and 2012, respectively.
Inventories: Inventories consist of aggregates, gravel and asphalt components such as stone, sand, and recycled and liquid asphalt. Inventories are stated at
the lower of average cost or market. Cost includes all direct materials, direct labor and related production overheads based on normal operating capacity.
Property, plant and equipment : Property, plant and equipment are stated at cost and depreciated using the straight-line method over the estimated useful
lives of the assets, which range from 39 to 40 years for buildings, office and shop facilities; 5 to 12 years for machinery and equipment; and 5 years for autos
and trucks. The costs of repairs and maintenance are charged to expense as incurred. When property or equipment is sold or otherwise disposed of, the
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cost and related accumulated depreciation are removed from the balance sheet and any gain or loss realized on disposition is reflected in earnings.
The Partnership begins capitalizing mine development costs at a point when reserves are determined to be proven or probable, economically mineable and
when demand supports investment in the market. Capitalization of these costs ceases when production commences. Mine development costs are amortized
based on production over the estimated life of mineral reserves and amortization is included as a component of depreciation expense.
Depreciation expense amounted to $6,478,544, $5,379,004 and $4,125,962 for the years ended December 31, 2013, 2012 and 2011, respectively.
Mineral reserves: Mineral reserves consist of estimates of the unmined proven and probable mineral material that can be mined and are carried at cost less
depletion. The minerals reserves were acquired through both land purchases and long-term leases. Cost was based on the estimated fair value at the time the
reserves were acquired and depletion is computed based on the units-of-production method using the total estimated minerals to be mined and sold over the life
of the mining operations on a quarry-by-quarry basis which range from 20 to 50 years.
Mineral reserves in the accompanying consolidated balance sheets at December 31, 2013 and 2012 are presented net of accumulated depletion of $7,179,229
and $5,403,715, respectively.
Intangible assets: Identifiable definite-lived intangible assets acquired in business combinations are amortized over their respective economic lives on a
straight-line basis, which approximates the timing of the estimated cash flows used to determine their values.
Goodwill: Goodwill represents the excess of the purchase price over fair value of net assets acquired in business combinations. In accordance with FASB
accounting and disclosure guidance for goodwill, the Partnership tests its recorded goodwill for impairment annually or more often if indicators of potential
impairment exist, by determining if the carrying value of a reporting unit exceeds its estimated fair value. Factors that could trigger an interim impairment test
include, but are not limited to, underperformance relative to historical or projected future operating results or significant changes in the Partnership’s overall
business, industry, or economic trends. The Partnership determined that it has four reporting units for its 2013 testing and there has been no impairment as of
December 31, 2013 and 2012.
Long-lived assets: Long-lived assets include identifiable intangibles with finite lives, mineral reserves, and property, plant and equipment. Management
reviews the Partnership’s long-lived asset groups for impairment whenever events or changes in circumstances indicate that the carrying amount of such asset
groups may not be recoverable. Such events and circumstances include, among other factors: operating losses; market value declines; technological
developments resulting in obsolescence; changes in demand for the company’s products; changes in competition and competitive practices; uncertainties
associated with the area economies; changes in the expected level of capital; operating expenditures; and changes in governmental regulations or actions.
The Partnership’s long-lived assets are impaired when the undiscounted net future cash flows that management expects the asset group to generate are less
than the asset group’s current carrying amount. These estimated future cash flows are highly subjective and are based on numerous assumptions about future
operations and market conditions. Any impairment loss recognized is determined by the amount by which the carrying amount exceeds the estimated fair
market value of the particular asset group. Management will estimate the fair market value of the impaired asset group using a valuation model based on
conventional discounted cash flow methodology and use assumptions of current market pricing curves commensurate with the risks associated with the assets
that are reviewed for impairment. Other methodologies may be used when appropriate based on the nature of the asset group. These estimates will also be
highly subjective.
Debt issue costs: The Partnership capitalizes certain costs incurred in connection with obtaining financing and amortizes those costs over the terms of the
underlying debt, the terms of which currently mature in June 2017. Amortization of costs is measured on a straight-line basis, which approximates the effective
interest method, and is included with interest expense in the accompanying consolidated statements of income. At December 31, 2013 and 2012, capitalized
debt issue costs totaled approximately $2,267,000 and $2,220,000, respectively, which are presented net of accumulated amortization of approximately
$698,000 and $258,000, respectively.
Deferred stripping costs: Pre-production stripping costs, which represent costs of removing overburden and waste materials to access mineral deposits, are
deferred and amortized over the expected production period of the area stripped
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for mining, which is generally one to two years. Post-production stripping costs to continue accessing the minerals are included in production and inventory
costs.
Total pre-production stripping costs deferred as of December 31, 2013 and 2012 were $740,075 and $431,326, respectively.
Asset retirement costs and obligations : In accordance with authoritative guidance related to accounting for asset retirement obligations, the Partnership
recognizes an asset and liability related to the future estimated costs to close its facilities based on facility closure plans filed with the respective state
authorities. The estimated costs are generally based on the expected cash flow approach discounted using a credit-adjusted risk free rate of current cost
estimates. It is reasonably possible that the estimates of discounted cash flows may change in the near term resulting in the need to record additional costs,
based on receipt of more current information (see Note 13).
The retirement cost asset is amortized over the estimated life of the related mining operation using the straight-line method.
Income taxes: The Partnership is a limited partnership whereby federal and most state income taxes are the responsibility of the individual partnership unit
holders, therefore, no provision for income taxes is provided except for certain states which is included in general and administrative expenses in the
accompanying consolidated statements of income. Unit holders are taxed individually on their pro-rata share of the Partnership’s earnings in accordance with
the Partnership Agreement.
For applicable state jurisdictions, the Partnership recognizes deferred tax assets and liabilities using enacted tax rates for the effect of temporary differences
between the book and tax bases of recorded assets and liabilities. Deferred taxes result primarily from timing differences related to the depletion of mineral
reserves and the amortization of goodwill and other intangibles for tax purposes over a 15 year period. Management assesses the ability to realize deferred tax
assets, and to the extent management determines a deferred tax asset will not be fully realized, a valuation allowance is recorded against the asset.
The Partnership also follows FASB guidance related to the accounting for uncertain tax positions and recognizes a tax benefit only if it is more likely than not
that the tax position will be sustained upon examination by the taxing authorities, including resolutions of any related appeals or litigation processes, based on
the technical merits of the position. The Partnership has evaluated its tax positions and has no uncertain tax positions that require adjustment to the
consolidated financial statements in order to comply with the provisions of this guidance.
Personal assets, liabilities, partners’ compensation and distributions : In accordance with the generally accepted method of presenting partnership
financial statements, the consolidated financial statements do not include the personal assets and liabilities of the partners, including their income tax effects on
their distributive shares of the net income or loss of the Partnership. The expenses shown in the consolidated statements of income do not include any
compensation to the partners other than compensation to certain limited partners who are employees and which are not material to the consolidated financial
statements.
Distributions are reported as a reduction of partners’ capital when declared by the Board and are determined in accordance with the terms of the Partnership
Agreement. No provision has been made in the accompanying consolidated financial statements for any amounts declared as distributions subsequent to
December 31, 2013.
Note 3. Contract Receivables
Construction contract receivables for McIntosh at December 31, 2013 and 2012 are summarized as follows:
2013
Estimates due on contracts
Completed contracts

$

Uncompleted contracts
Retainage due on contracts

1,446,906 $
1,314,014
201,774

$

2,962,694 $

2012
1,218,514
768,016
229,123
2,215,653
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Note 4. Costs and Estimated Earnings on Uncompleted Contracts and Backlog
Costs and estimated earnings on uncompleted contracts at December 31, 2013 and 2012 consist of the following:
2013
Costs incurred on uncompleted contracts
Estimated earnings

$

5,401,335 $
770,345
6,171,680
(6,190,496 )

Less: Billings to date
$

(18,816 ) $

2012
5,746,753
641,840
6,388,593
(6,423,962 )
(35,369 )

Included in the accompanying consolidated balance sheets under the following captions:
2013
Costs and estimated earnings in excess of billings on uncompleted contracts

$

Billings in excess of costs and estimated earnings on uncompleted contracts

174,746 $
(193,562 )

$

(18,816 ) $

2012
140,956
(176,325 )
(35,369 )

The following is a reconciliation of backlog on contracts in progress at December 31, 2013 and 2012:
2013
Balance, beginning of year
New contracts and contract adjustments

$

23,198,148
(13,851,490 )

Less: Contract revenue earned
Balance, end of year

6,095,622 $
17,102,526

$

9,346,658 $

2012
6,347,125
15,187,603
21,534,728
(15,439,106 )
6,095,622

McIntosh is occasionally required to furnish performance and payment surety bonds to contract owners of certain construction projects for which the Partnership
is contingently liable to indemnify the sureties for any payments made by them in respect of such bonds.
Of the December 31, 2013 backlog, amounts subcontracted to various specialty sub-contractors were not material.
Note 5. Inventories
The components of inventories at December 31, 2013 and 2012 are as follows:
2013
Stone
Gravel
Liquid asphalt
Reprocessed asphalt products

2012

$

3,779,713 $
331,159
37,961
387,245

2,608,726
901,417
32,425
440,101

$

4,536,078 $

3,982,669
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Note 6. Property, Plant and Equipment
The components of property, plant and equipment at December 31, 2013 and 2012 are as follows:
2013
Land
Building and improvements
Retirement cost asset
Quarry and plant equipment
Trucks and autos
Office equipment
Mine development costs

$

2012

911,332 $
5,460,062
3,160,799
48,711,886
3,286,979
587,009
1,345,533

911,332
5,195,729
1,787,116
42,237,487
3,182,782
498,938
778,227

63,463,600
(24,696,441 )

Less: accumulated depreciation
$

54,591,611
(18,623,309 )

38,767,159 $

35,968,302

Equipment cost and accumulated amortization for assets under capital leases was $5,103,363 and $2,013,019, respectively, as of December 31, 2013 and
$3,693,363 and $1,384,437, respectively, as of December 31, 2012.
Note 7. Goodwill and Other Intangibles
Goodwill resulting from business combinations in previous years totaled $15,644,794 as of January 1, 2012.
Other intangible assets of December 31, 2013 and 2012 consist of the following:
Gross Carrying
Amount

Estimated Lives

Accumulated
Amortization

Net Carrying Amount

2013
Noncompete agreements
Tradenames

2 - 10 years
20 - 36 years

$

6,290,000 $
1,716,979

4,137,661 $
248,236

2,152,339
1,468,743

$

8,006,979 $

4,385,897 $

3,621,082

$

6,290,000 $
1,716,979

3,347,661 $
185,883

2,942,339
1,531,096

$

8,006,979 $

3,533,544 $

4,473,435

2012
Noncompete agreements
Tradenames

2 - 10 years
20 - 36 years

Amortization of approximately $852,000 for the years ended December 31, 2013 and 2012 and 2011, is included in other operating expenses in the
accompanying consolidated statements of income. Estimated aggregate amortization expense for the next five years is approximately $850,000 per year for
2014 and 2015, $411,000 for 2016, and $215,000 for 2017 and $135,000 for 2018.
13

Note 8. Current and Long-Term Debt, Pledged Assets
Installment debt at December 31, 2013 and 2012, is summarized as follows:
2013

2012

Installment note payable due in two annual principal payments of
$161,000 and a balloon payment of $267,000 paid January 2013,
plus interest at 7.00%

$

— $

267,000

Installment notes payable, due in monthly payments of
approximately $9,000 through May 2016, including interest at
3.00%, collateralized by equipment and vehicles

238,523
238,523

Less current maturities
Long-term portion

(93,437 )
$

145,086 $

349,190
616,190
(376,800 )
239,390

Revolving credit facility: In April 2010, the Partnership, through its operating companies Winn, McIntosh, and Southern, entered into a three-year revolving
credit facility in the amount of $42,000,000 which was used to repay the outstanding principal, interest and fees on the then existing credit facilities and the
remaining amount was available to the Partnership for future acquisitions and working capital needs.
On June 8, 2012, concurrent with the acquisition of Laurel, the Partnership amended its existing credit facility to include Laurel and increase the credit available
to $100,000,000, with an additional $25,000,000 accordion feature subject to certain borrowing base limitations. At December 31, 2013, availability subject to
the borrowing base was approximately $91,134,000. In addition, interest on the facility was amended to generally be either (1) for base rate advances, 2.25%
plus the greater of (a) the bank’s base rate, (b) the federal funds rate plus 0.5%, or (c) the daily LIBOR plus 1% or (2) for LIBOR rate advances, 3.25% plus a
defined rate based on LIBOR. At December 31, 2013, the Partnership had $73,000,000 outstanding under LIBOR rate advances at 3.52% and $1,138,707
outstanding under base rate advances at 5.5%. There were no letters of credit outstanding at December 31, 2013. In addition, there is a 0.5% fee on available
but unused funds. Substantially all of the Partnership’s assets are pledged as collateral.
The revolving credit facility includes certain covenants that specify financial reporting requirements and generally restricts, among other things, the Partnership’s
ability to incur additional indebtedness (except for permitted indebtedness as defined), redeem equity interests or make distributions (except for permitted
redemptions and distributions as defined), create liens on assets, incur capital expenditures and transfer or sell assets in excess of defined amounts. In addition,
the revolving credit facility requires the Partnership to maintain a minimum quarterly fixed charge coverage ratio of 1.0 to 1.0, generally defined as income before
interest and depreciation/amortization minus unfunded capital expenditures, distributions and taxes paid, divided by the sum of the cash debt service. The
Partnership was in compliance with the fixed charge coverage ratio at December 31, 2013.
The revolving credit facility term expires on June 7, 2017. The facility includes a subjective acceleration clause which gives the lender the right to call for
repayment if the lender determines there has been a material adverse event. In addition, the facility also requires customer payments from sales be deposited
into depository accounts to be used to pay down outstanding amounts under the facility. In accordance with the Accounting Standards Codification 470-10, the
existence of these two items in the facility requires the amounts outstanding under the facility to be classified as current liabilities. Management believes the
likelihood of the lender exercising its rights under the material adverse event clause is remote. The lender has waived the subjective acceleration clause
through January 1, 2015. Accordingly, the amounts outstanding under the revolving credit facility are presented in long-term liabilities in the accompanying
consolidated balance sheets as of December 31, 2013 and 2012.
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Aggregate annual maturities required (or as a result of terms otherwise described above) on long-term debt, including the revolving credit facility, as of
December 31, 2013, are due in future years as follows:
Years Ending December 31,
2014
2015
2016

Amount
$

93,437
74,243,613
40,180

$

74,377,230

Note 9. Lease Commitments
The Partnership and certain of its subsidiaries entered into various equipment leases that are classified as capital leases. The leases have terms of 5 years and
each contains a bargain purchase option at the expiration of the terms. Future minimum payments under all capital leases at December 31, 2013, are as
follows:
Years Ending December 31,
2014
2015
2016
2017
2018

Amount
$

875,438
698,423
657,356
324,671
25,343

Total minimum leases payments
Less amount representing interest

2,581,231
(153,372 )

Total capital lease obligation

2,427,859

Current portion of capital lease obligation
Long-term portion of capital lease obligation

(803,146 )
$

1,624,713

The Partnership and certain of its subsidiaries are also parties to various operating leases, which are not considered material, either individually or in the
aggregate.

Note 10. Equity Financing
On August 3, 2011, the Partnership completed an equity financing with certain partners, the proceeds of which were used to acquire Winn Kentucky and a piece
of construction equipment. The Partnership issued 314,584 Preferred B Units at a price of $14.00 per unit for total gross proceeds of $4,404,175. The Preferred
B Units had warrants attached granting the holders the right to receive 0.25 Common Units for each Preferred B Unit held. On August 4, 2012, the Preferred B
unit holders exercised their rights under the warrants and the Partnership issued 78,646 Common Units.
On June 8, 2012, the Partnership completed an equity financing with certain partners, the proceeds of which were used to acquire the membership interests of
Laurel. The Partnership issued 4,821,429 Common Units at a price of $7.00 per unit for total gross proceeds of $33,750,000.
On August 15, 2013, the Partnership completed an equity financing with certain partners, the proceeds of which were used for construction of a new plant at its
Winn Materials, LLC location and plant expansion at its Southern location. The Partnership issued 91,063 Preferred B Units at a price of $16.00 per unit for total
gross proceeds of $1,457,008.
The Partnership incurred $92,029, $1,735,715 and $100,000 in 2013, 2012 and 2011, respectively, of costs related to the proceeds from the issuance of units
which is a reduction of the equity financing in the accompanying consolidated statements of changes in partners’ capital.

Note 11. Retirement Plan
The Partnership has a 401(k) plan which is open to all employees of the Partnership after completion of 30 days of service. The Partnership provides matching
contributions equal to 100% of the first 3% of employees’ contributions, plus
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50% of employees’ contributions up to an additional 2% of compensation after completing one year of service. Employees vest in the Partnership contributions
ratably over a 5-year period. Partnership matching contribution expense for the years ended December 31, 2013, 2012 and 2011, was $308,456, $210,026 and
$181,013, respectively.

Note 12. Related Party Transactions
Winn Materials, LLC pays royalties to a company owned by one of the Partnership’s unit holders based on crushed rock sales. Royalty expense attributable to
the related party for the years ended December 31, 2013, 2012 and 2011, was $107,308, $117,616 and $152,299, respectively.
Southern pays royalties to companies owned by the former owners of Southern. Royalty expense attributable to the related parties for the years ended
December 31, 2013, 2012 and 2011, was $265,868, $176,378 and $250,064, respectively.

Note 13. Asset Retirement Obligations and Environmental Matters
The Partnership’s operations are subject to and affected by federal, state and local laws and regulations relating to the environment, health and safety and other
regulatory matters. Certain of the Partnership’s operations may, from time to time, involve the use of substances that are classified as hazardous or toxic within
the meaning of these laws and regulations. Environmental operating permits are, or may be, required for certain of the Partnership’s operations, and such
permits are subject to modification, renewal and revocation. The Partnership regularly monitors its operations, procedures and policies for compliance with these
laws and regulations. Despite these compliance efforts, risk of environmental remediation liability is inherent in the operation of the Partnership’s business, as it
is with other similar companies engaged in similar businesses. The Partnership has no provision for environmental remediation liabilities and does not believe
that such liabilities will have a material adverse effect on the Partnership in the future.
Asset retirement obligations: In accordance with its operating permits, the Partnership is liable for certain costs involving the ultimate closure of Laurel’s
mining operations. These charges include costs of land reclamation, water drainage, and incremental direct administration costs of closing the operations.
As a result, the Partnership follows authoritative guidance relating to the accounting for asset retirement obligations, which addresses financial accounting and
reporting for obligations associated with the retirement of tangible long-lived assets and the related asset retirement costs. The guidance requires that the fair
value of a liability for an asset retirement obligation be recognized in the period in which it is incurred and capitalized as part of the carrying amount of the longlived asset. The estimate of fair value is based on best available information including the results of present value techniques.
During 2013, the Company recognized an additional asset retirement obligation and related asset of approximately $1,373,000. The Partnership determines the
estimated obligations based on current and proposed regulatory requirements. On an annual basis, the Partnership reviews the liabilities to fulfill the retirement
obligation. Regulatory requirements provide for the determination of the liability generally using current costs and annual inflation increases. Costs for 2013 and
2012 were approximately $83,000 and $42,000, respectively. The liability is also periodically reviewed as permits are renewed or as otherwise determined by
regulatory authorities.
The environmental regulatory agencies overseeing the Partnership’s operations require the Partnership to provide assurance that funds will be available for the
costs. The Partnership has surety bonds to cover the ultimate closure of its facilities (which includes the accrued processing costs). The amount of the surety
bonds totaled approximately $3,700,000 and $2,500,000 at December 31, 2013 and 2012, respectively.
Mining operations at Winn and Southern are not required to accrue closure cost obligations. Management expects future reclamation and/or closure costs
related to these operations will not be material to the consolidated financial statements.

Note 14. Business Combinations
Laurel: On June 8, 2012, the Partnership acquired all of the membership interests in Laurel for a purchase price of $74,338,147. The transaction was financed
with $33,750,000 from the issuance of Common Units to certain equity partners and $40,588,147 from borrowings under the Partnership’s revolving credit
facility. The acquisition has been
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accounted for under the purchase method of accounting and, accordingly, the purchase price was allocated to assets acquired and liabilities assumed based on
estimated fair values as determined by the Partnership’s management using information currently available and current assumptions as to future operations.
The Partnership acquired Laurel in order to expand operations into new regions while benefiting from new customers principally in the energy industry.
The estimated fair value of the underlying assets acquired and liabilities assumed as of the June 8, 2012, acquisition date are summarized as follows:
Assets
Accounts Receivable
Inventories
Prepaid expenses and other
Property, plant and equipment

$

Retirement cost asset
Mineral reserves
Noncompete agreements and tradename intangibles
Goodwill

14,256,462
1,204,865
1,039,717
14,150,717
1,787,116
36,857,905
1,173,572
12,436,406
82,906,760

Liabilities
Accounts payable and accrued expenses
Asset retirement obligation

Net assets acquired

(6,781,497 )
(1,787,116 )
$

74,338,147

The Partnership recognized $866,664 of acquisition related costs that were expensed and reported in the 2012 consolidated statement of income as acquisition
related costs, a component of other operating expense. The Partnership also recognized $1,362,274 in debt issue costs in connection with borrowings obtained
to finance the acquisition which were capitalized as an asset and are being amortized over the term of the underlying debt. The Partnership also recognized
$1,735,715 in costs associated with issuing Common Units (see Note 10).
The goodwill acquired was due primarily to Laurel’s presence in the market and its expected ability to grow the operations. Goodwill is expected to be deductible
for tax purposes. The intangible assets acquired have a weighted average estimated useful life of 30 years.
NALC USA Corporation: On August 3, 2011, Winn Kentucky acquired the net assets of NALC USA Corporation for a purchase price of $5,406,257. The
transaction was financed with $3,864,279 in Preferred A units and $1,541,978 from borrowings under the Partnership’s revolving credit facility. The acquisition
has been accounted for under the purchase method of accounting and, accordingly, the purchase price was allocated to assets acquired and liabilities assumed
based on estimated fair values as determined by the Partnership’s management using information currently available and current assumptions as to future
operations. The net assets were acquired in order to expand operations into new regions.
The estimated fair value of the assets acquired and liabilities assumed as of the August 3, 2011, acquisition date are summarized as follows:
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Assets
Accounts Receivable
Property, plant and equipment
Mineral reserves

$

Noncompete agreement intangibles
Goodwill

335,150
464,741
1,480,000
2,050,000
1,416,544
5,746,435

Liabilities
Accounts payable and accrued expenses

(340,178 )
$

Net assets acquired

5,406,257

The goodwill acquired was due primarily to the seller’s presence in the market. It is deductible for tax purposes. The noncompete agreement's estimated useful
life is 5 years.
The Partnership recognized approximately $400,000 of acquisition related costs that were expensed and reported in the 2011 consolidated statement of income
as acquisition related costs, a component of other operating expense. The Partnership also recognized approximately $100,000 in costs associated with issuing
Preferred Units (see Note 10).

Note 15. Limited Partners' Interest in Net Income (Unaudited)
Basic and diluted net income per unit is calculated by dividing net income, after deducting the amount allocated to the General Partner’s interest, by the sum of
the weighted average number of limited partner preferred, common and subordinated units outstanding during the period.
The General Partner’s interest in net income after special allocations as defined in the Partnership Agreement, for the years ended December 31, 2013, 2012
and 2011 was 0.37%, 0.49% and 0.84%, respectively, in accordance with the Partnership Agreement. The General Partner was allocated $9,903, $44,734, and
($46,465) for the years ended December 31, 2013, 2012 and 2011, respectively. The following table presents the income attributable to limited partners'
interests at December 31:
2013

2012

2011

Average limited partner units outstanding - basic
Units incentive plan

11,076,673
161,133

8,466,804
69,148

4,923,707
32,978

Limited partner units - fully diluted

11,237,806

8,535,952

4,956,685

Calculation of income attributable to Limited Partners' interests:
Net income (loss)
Less: General Partner's interest

$

6,452,477 $
(9,903 )

1,275,271 $
(44,734 )

(3,794,215)
46,465

Income attributable to Limited Partners' interests

$

6,442,574 $

1,230,537 $

(3,747,750)
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Note 16. Management Incentive Plan
The Partnership has an incentive program under which management employees may be granted partnership units. As amended in February 2013, the plan
allows for up to 550,000 Common Units available for grants. Grants are determined at the discretion of the Board and are accounted for at estimated fair value
as of the grant date. General terms of the grants to date are that the units vest after three years, subject to continuous employment. The Partnership accrues the
liability for compensation expense ratably over the requisite service period. Total units granted as of December 31, 2013 are 405,161 of which 372,033
represent Common and the balance (under the previous plan) are Class B Subordinated. In 2013, 2012 and 2011, the Partnership issued grants of Common
Units of 154,891, 207,143 and 10,000, respectively, with a fair value at grant date of $1,125,000, $1,450,000 and $200,000, respectively. There were no units
issued in 2013 or 2012 due to vesting. In 2011, 4,792 Subordinated B units were issued due to vesting. The total unrecognized compensation of approximately
$1,479,000 will be recognized over the next three years. During the years ended December 31, 2013, 2012 and 2011, the Partnership recognized non-cash,
equity-based compensation expense of approximately $879,000, $226,000 and $78,000, respectively.

Note 17. Partnership Equity, Allocations and Distributions
The Partnership’s equity consists of General, Preferred A and B, Common, and Subordinated A and B Units. The Preferred A and B Units will convert to
Common Units on the date of an initial public offering of the Partnership (“IPO”), or under certain other cases, as defined in the Partnership Agreement.
Preferred B Units, depending on their characterization as either Post-Integration Preferred B Units or Pre-Integration Preferred B Units (as defined in the
Partnership Agreement), have an economic preference with respect to quarterly and other distributions of available cash (defined below).
Preferred A Units and Common Units have the same economic rights with respect to quarterly distributions and other distributions of available cash.
Additionally, upon any liquidation of the Partnership, the Preferred A and B Units have liquidation preferences equal to their initial purchase price plus any
unpaid minimum quarterly distributions (defined below).
The Partnership distributes all cash on hand within 45 days after the end of each quarter, less reserves established by the General Partner in its discretion. This
is defined as “available cash” in the Third Amended and Restated VantaCore Partners LP Agreement, (the Partnership Agreement). The General Partner has
broad discretion to establish cash reserves that it determines are necessary or appropriate to properly conduct the Partnership’s business.
Prior to an IPO date, the Partnership will, in general, pay cash distributions each quarter in the following manner:
•

First, to the unit holders holding Post-Integration Preferred B Units (as defined in the Partnership Agreement), pro rata, in an amount equal to 100 percent
less the percentage interest of the General Partner (which was 0.37, 0.38 and 0.75 percent at December 31, 2013, 2012 and 2011, respectively), and to
the General Partner in an amount equal to its percentage interest, until each Post-Integration Preferred B Unit has received a minimum of $0.3825, plus
any arrearages from prior quarters;

•

Second, to the unit holders holding Pre-Integration Preferred B Units, Preferred A Units and Common Units, pro rata (adjusting for the $0.3825 quarterly
distribution applicable to the Preferred B Units and $0.475 applicable to the Preferred A and Common Units, the Minimum Quarterly Distribution, or
"MQD”), in an amount equal to 100 percent less the percentage interest of the General Partner and to the General Partner in an amount equal to its
percentage interest, until each Pre-Integration Preferred B Unit has received a minimum of $0.3825, plus any arrearages from prior quarters, and each
Preferred A and Common Unit holders has received a minimum of $0.475, plus any arrearages from prior quarters;

•

Third, to the Class A subordinated unit holders in an amount equal to 100 percent less the percentage interest of the General Partner, and to the General
Partner in an amount equal to its percentage interest, until each Class A subordinated unit has received a minimum of $0.475, plus any arrearages from
prior quarters (subject to arrearages being capped at the aggregate minimum quarterly distribution paid to the Class B subordinated unit holders for the
quarter);

•

Fourth, to the Class B subordinated unit holders in an amount equal to 100 percent less the percentage interest of the General Partners, and to the General
Partner in an amount equal to its percentage interest, until each Class B
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subordinated unit has received a minimum of $0.475, subject to a reduction in distributions, equal to any arrearage payments made to the Class A
subordinated unit holders, for that quarter; and
•

Thereafter, the distributions to the Preferred A, Preferred B, Common, Class A, and Class B subordinated unit holders, pro rata, in an amount equal to 100
percent less the percentage interest of the General Partner, and to the General Partner in an amount equal to its percentage interest.

On or after an IPO date, the preferred units will convert to common units, on a one for one basis, and the Partnership will, in general, pay cash distributions
each quarter in the following manner:
•

First, to the Common unit holders in an amount equal to 100 percent less the percentage interest of the General Partner, and to the General Partner in an
amount equal to its percentage interest, until each common unit has received the minimum quarterly distribution, as established as of the IPO date, (the
IPO MQD), plus any arrearages from prior quarters;

•

Second, to the Class A Subordinated unit holders in an amount equal to 100 percent less the percentage interest of the General Partner, and to the General
Partner in an amount equal to its percentage interest, until each Class A Subordinated unit holder has received the IPO MQD, plus any arrearages from
prior quarters (subject to arrearages being capped at the aggregate minimum quarterly distribution paid to the Class B Subordinated unit holders for the
quarter);

•

Third, to the Class B Subordinated unit holders in an amount equal to 100 percent less the percentage interest of the General Partner, and to the General
Partner in an amount equal to its percentage interest, until each Class B Subordinated unit holder has received a minimum of the IPO MQD, subject to
a reduction in distributions, equal to any arrearage payments made to the Class A Subordinated unit holders, for that quarter;

•

Fourth, to the Common, Class A, and Class B Subordinated unit holders, pro rata, in an amount equal to 100 percent less the percentage interest of the
General Partner, and to the General Partner in an amount equal to its percentage interest, until there has been distributed to each unit holder an
amount equal to the excess of the First Target (defined as 110 percent of the IPO MQD) over the IPO MQD;

•

Fifth, to the unit holders, pro rata, in an amount equal to 87 percent less the percentage interest of the General Partner, and to the General Partner in an
amount equal to its percentage interest, and 13 percent to the holders of the Incentive Distribution Rights (as defined in the Partnership Agreement), pro
rata, until each unit has received an amount equal to the excess of the Second Target (defined as 125 percent of the IPO MQD) over the First Target;

•

Sixth, to the unit holders, pro rata, in an amount equal to 77 percent less the percentage interest of the General Partner, and to the General Partner in an
amount equal to its percentage interest, and 23 percent to the holders of the Incentive Distribution Rights, pro rata, until each unit has received an
amount equal to the excess of the Third Target (defined as 150 percent of the IPO MQD) over the Second Target; and

•

Thereafter, to the unit holders, pro rata, in an amount equal to 52 percent less the percentage interest of the General Partner, and to the General Partner in
an amount equal to its percentage interest, and 48 percent to the holders of the Incentive Distribution Rights.

The subordination period is generally defined as the period that ends on the first to occur of the following dates: (a) the first day of any quarter beginning on or
after the third anniversary of the IPO if (i) the Partnership has distributed at least the IPO MQD on all outstanding units and to the General Partner with respect
to each of the three consecutive, non-overlapping, complete four-quarter periods; and (ii) the Adjusted Operating Surplus, as would have been sufficient to
enable the Partnership to distribute the IPO MQD on all outstanding units on a fully diluted basis and the related distribution in the General Partner interest
during those periods; (b) the first day of any quarter beginning on or after the third anniversary of the IPO if (i) the distributions paid on all outstanding units and
the General Partner with respect to the complete four-quarter period equaled or exceeded 150 percent of the IPO MQD; and (ii) the Adjusted Operating Surplus,
during such periods equals or exceeded 150 percent of the IPO MQD on all outstanding units on a fully diluted basis and the related distribution in the General
Partner interest during those periods; or (c) the date on which the General Partner is removed as general partner of the Partnership, where cause does not exist
and no units held by the General Partner are voted in favor of such removal.
After the subordination period, the Partnership will, in general, pay cash distributions each quarter in the following manner:
•

To all unit holders, pro rata, in an amount equal to 100 percent less the percentage interest of the General Partner, and to the General Partner in an amount
equal to its percentage interest, subject to the Incentive Distribution Rights as defined in the Partnership Agreement, until the Partnership distributes for
each outstanding unit an amount equal
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to the distribution for that quarter.
There is no guarantee that the Partnership will pay the minimum quarterly distribution on the Preferred, Common or Subordinated Units in any quarter, and the
Partnership will be prohibited from making any distributions to unit holders if it would cause an event of default, or if an event of default is existing, under any
outstanding debt facility.
Quarterly distributions made by the Partnership for the years ended December 31, 2013, 2012 and 2011, were as follows:
Date Cash

Distribution Amount per Unit

Distributions

Quarter

Paid

Pref. A

PIK Distributions To

Annualized
Pref. B

Pref. A

Pref. B

Cash Distributions To

Limited

General

Limited

General

Cash and PIK

Partners

Partner

Partners

Partner

Distributions

2013
February 14, 2013

$

0.475

$

0.383

$

1.90

$

1.53

May 14, 2013

$

0.475

$

0.383

$

1.90

$

1.53

$

2,746,010
2,146,876

$

10,947
8,377

$

2,576,852

9,665

4,741,770

August 14, 2013

$

0.475

$

0.383

$

1.90

$

1.53

693,488

2,651

4,129,534

15,425

4,841,098

November 14, 2013

$

0.475

$

0.383

$

1.90

$

1.53

932,770

3,536

3,953,714

14,560

$

6,519,144

$

25,511

$

$

1,452,276

$

11,154

$

1,874,562

$

7,056

$

4,638,575

4,904,580

12,534,662

$

46,706

$

19,126,023

676,558

$

5,198

$

2,145,186

2012
February 14, 2012

$

0.475

$

0.383

$

1.90

$

1.53

May 14, 2012

$

0.475

$

0.383

$

1.90

$

1.53

1,117,477

8,460

1,048,931

7,941

2,182,809

August 14, 2012

$

0.475

$

0.383

$

1.90

$

1.53

1,013,474

6,241

1,747,919

10,777

2,778,411

November 14, 2012

$

0.475

$

0.383

$

1.90

$

1.53

1,965,961

7,865

2,592,841

10,122

4,576,788

$

5,549,188

$

33,720

$

6,066,249

$

34,038

$

11,683,194

$

1,485,319

$

—

$

347,217

$

3,019

$

1,835,555

2011
February 18, 2011

$

0.475

$

—

$

1.90

$

—

May 13, 2011

$

0.475

$

—

$

1.90

$

—

1,393,827

—

471,153

4,038

1,869,018

August 12, 2011

$

0.475

$

—

$

1.90

$

—

1,753,771

—

161,266

1,353

1,916,390

November 11, 2011

$

0.475

$

0.383

$

1.90

$

1.53

1,091,875

48,267

949,512

7,634

$

5,724,792

$

48,267

$

1,929,148

$

16,044

2,097,287
$

7,718,250

The Partnership Agreement provides for those unit holders who are entitled to receive a declared quarterly distribution, the option to receive Preferred Units A in
lieu of a cash distribution (PIK Units). During 2013 and 2012, the unit holders opted to receive 409,001 and 356,195 Preferred A Units at $16.00 per unit in 2013
and prices between $15.50 and $16.00 per unit in 2012.
On August 4, 2012, the applicable Preferred B unit holders exercised the warrants attached to the Preferred B Units for 0.25 Common Units for each Preferred
B Unit. As a result, the Partnership issued 78,646 Common Units valued at $7.00 per unit, for a total of $550,522. The exercise was for no cash and the
offsetting effect to Common Units has been reflected as a component of distributions to the applicable Preferred B unit holders in the accompanying
consolidated statement of changes in partners’ capital for the year ended December 31, 2012.
Note 18. Contingencies
The Partnership is occasionally subject to various legal proceedings and claims that arise in the ordinary course of its business. Management does not expect
the ultimate resolution of these matters to have a material adverse effect on the Partnership’s consolidated results of operations, financial position or cash flows.
Note 19. Subsequent Events
On February 11, 2014, the Partnership declared a distribution of $0.475 per unit ($1.90 annualized distribution) on its outstanding Preferred A and Common
units and $0.3825 per unit ($1.53 annualized distribution) on its outstanding
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Preferred B units, representing the distribution for the quarter ended December 31, 2013. $0.235 per unit of the distribution ($2,369,025) was paid in cash to the
Preferred A and Common unit holders, while $0.240 per unit of the distribution ($2,419,430) was paid as PIK in Preferred A Units to the Preferred and Common
unit holders at a $16.00 Preferred Unit price. In addition, $0.383 per unit of the distribution ($155,160) was paid in cash to the Preferred B unit holders. The total
$4,967,307 distribution, including a $14,560 cash distribution and a $9,132 Preferred A PIK distribution to the General Partner, was paid on February 14, 2014.
In February 2014 the Partnership completed the second portion of an equity financing with certain partners, the proceeds of which were used to continue
construction of the new plant at its Winn Materials, LLC location and plant expansion at its Southern location (see Note 10). The partnership issued 126,812
Preferred B Units at a price of $16.00 per unit for total gross proceeds of $2,028,992.
Management has assessed events occurring subsequent to December 31, 2013, through March 31, 2014, the date the consolidated financial statements were
available to be issued, for potential recognition and disclosure in the consolidated financial statements.
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