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(1) The securities registered consist of 13,459,209 common units of limited partner interests authorized by the company�s partnership
agreement as may be sold by the selling unitholders described herein from time to time at indeterminate prices. Pursuant to Rule 416(a),
the number of common units being registered shall be adjusted to include any additional common units that may become issuable as a
result of any unit distribution, split, combination or similar transactions.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(c) under the Securities Act of 1933 on the basis of
the average of the high and low sales prices for a common unit on April 11, 2008 as reported on the American Stock Exchange.

(3) A filing fee of $10,421.00 has been transmitted to the Securities and Exchange Commission in connection with the securities offered
pursuant to the prospectus contained in this Registration Statement.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the Registration Statement shall become effective on
such date as the Commission acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. These securities may not be sold until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

Subject to Completion, Dated April 15, 2008

PROSPECTUS

Genesis Energy, L.P.
13,459,209 Common Units

Representing Limited Partner Interests

This prospectus relates to 13,459,209 of our common units that may be offered from time to time up to specified limits by one or more of the
selling unitholders identified in this prospectus or in any supplement to this prospectus. See the sections of this prospectus entitled �Selling
Unitholders� and �Plan of Distribution.�

The common units are being registered to permit the selling unitholders to sell the common units from time to time in the public market. The
selling unitholders may sell the common units through ordinary brokerage transactions, directly to market makers or through any other means
described in the section of this prospectus entitled �Plan of Distribution,� including through sales to underwriters or dealers (in which case this
prospectus will be accompanied by a prospectus supplement listing any underwriters, the compensation to be received by the underwriters, and
the total amount of money that the selling unitholders will receive in such sale after expenses of the offering are paid).

Each selling unitholder may elect to sell all, a portion or none of the common units it offers hereby. Each selling unitholder will determine the
prices and terms of the sales at the time of each offering made by it, and will be responsible for any fees, discounts or selling commissions due to
brokers, dealers or agents. We will pay all of the other offering expenses. We will not receive any of the proceeds from any sale of the common
units sold pursuant to this prospectus.

You should carefully read this prospectus and any supplement before you invest. You also should read the documents we have referred you to in
the section of this prospectus entitled �Where You Can Find More Information� for information on us and our financial statements. This
prospectus may not be used to consummate sales of securities unless accompanied by a prospectus supplement.

Our common units are listed on the American Stock Exchange under the symbol �GEL.�

Investing in our common units involves risks. Limited partnerships are inherently different from corporations. You should carefully
consider the Risk Factors beginning on page 3 of this prospectus and contained in any applicable prospectus supplement and in the
documents incorporated by reference herein and therein before you make an investment in our common units.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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where the offer is not permitted. We will disclose any material changes in our affairs in an amendment to this prospectus, a prospectus
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supplement or a future filing with the Securities and Exchange Commission incorporated by reference in this prospectus and any prospectus
supplement. You should not assume that the information in this prospectus or any prospectus supplement is accurate as of any date other than the
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ABOUT THIS PROSPECTUS

This prospectus, including any information incorporated by reference herein, is part of a registration statement on Form S-3 that we have filed
with the Securities and Exchange Commission or the �Commission,� using a �shelf� registration or continuous offering process. Under this shelf
registration process, the selling unitholders named in this prospectus or in any supplement to this prospectus may offer from time to time up to
13,459,209 common units representing limited partner interests. This prospectus provides you with a general description of the common units
the selling unitholders may offer. A selling unitholder may sell none, some or all of its common units offered by this prospectus. A selling
unitholder may provide a prospectus supplement containing specific information about the terms of a particular offering. A prospectus
supplement may also add to, update or change information in this prospectus. The information in this prospectus is accurate as of the date on the
cover page. If the description of the offering varies between the prospectus supplement and this prospectus, you should rely on the information
in the prospectus supplement. Therefore, you should carefully read both this prospectus and any applicable prospectus supplement, together with
additional information described under the heading �Where You Can Find More Information� before you invest in our common units.

Unless the context otherwise requires, references in this prospectus to �Genesis Energy, L.P.,� �Genesis,� �we,� �our,� �us� or like terms
refer to Genesis Energy, L.P. and its operating subsidiaries; �Denbury� or �Denbury Resources� means Denbury Resources Inc. and its
subsidiaries; �CO2� means carbon dioxide; and �NaHS,� which is commonly pronounced as �nash,� means sodium hydrosulfide.

GENESIS ENERGY, L.P.

We are a growth-oriented limited partnership focused on the midstream segment of the oil and gas industry in the Gulf Coast region of the
United States, primarily Texas, Louisiana, Arkansas, Mississippi, Alabama and Florida. We were formed in 1996 as a master limited
partnership, or MLP. We have a diverse portfolio of customers, operations and assets, including refinery-related plants, pipelines, storage tanks
and terminals, and trucks and truck terminals. We provide services to refinery owners; oil, natural gas and CO2, producers; industrial and
commercial enterprises that use CO2 and other industrial gases; and individuals and companies that use our dry-goods trucking services.
Substantially all of our revenues are derived from providing services to integrated oil companies, large independent oil and gas or refinery
companies, and large industrial and commercial enterprises.

We manage our businesses through four divisions which constitute our reportable segments:

� Pipeline Transportation: We transport crude oil and, to a lesser extent, natural gas and CO2 for others for a fee in the Gulf Coast
region of the U.S. through approximately 500 miles of pipeline. We own and operate three crude oil common carrier pipelines, a
small CO2 pipeline and several small natural gas pipelines. Our 235-mile Mississippi System provides shippers of crude oil in
Mississippi indirect access to refineries, pipelines, storage, terminaling and other crude oil infrastructure located in the Midwest. Our
100-mile Jay System originates in southern Alabama and the panhandle of Florida and can deliver crude oil to a terminal near
Mobile, Alabama. Our 90-mile Texas System transports crude oil from West Columbia to Webster, Webster to Texas City and
Webster to Houston. Our crude oil pipeline systems include a total of approximately 0.7 million barrels of leased and owned tankage.

� Refinery Services: We provide services to eight refining operations located predominantly in Texas, Louisiana and Arkansas. These
refineries generally are owned and operated by large companies, including ConocoPhillips, CITGO and Ergon. Our refinery services
primarily involve processing high sulfur (or �sour�) natural gas streams, which are separated from hydrocarbon streams, to remove the
sulfur. Our refinery services contracts, which usually have an initial term of two to ten years, have an average remaining term of five
years.

� Supply and Logistics: We provide terminaling, blending, storing, marketing, gathering and transporting (by trucks), and other supply
and logistics services to third parties, as well as to support our other businesses. Our terminaling, blending, marketing and gathering
activities are focused on crude oil and petroleum products, primarily fuel oil. We own or lease approximately 300 trucks, 600 trailers
and almost 1.5 million barrels of liquid storage capacity at eleven different locations. We also conduct certain crude oil aggregating
operations, including purchasing, gathering and transporting (by
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trucks and pipelines operated by us and trucks, pipelines and barges operated by others), and reselling that crude oil to help ensure
(among other things) a base supply source for our crude oil pipeline systems. Usually, our supply and logistics segment experiences
limited commodity price risk because it generally involves back-to-back purchases and sales, matching our sale and purchase
volumes on a monthly basis.

� Industrial Gases:

� CO2: We supply CO2 to industrial customers under seven long-term contracts, with an average remaining contract life of 8
years. We acquired those contracts, as well as the CO2 necessary to satisfy substantially all of our expected obligations under
those contracts, in three separate transactions with affiliates of our general partner. Our compensation for supplying CO2 to
our industrial customers is the effective difference between the price at which we sell our CO2 under each contract and the
price at which we acquired our CO2 pursuant to our volumetric production payments (also known as VPPs), minus
transportation costs.

� Syngas: Through our 50% interest in a joint venture, we receive a proportionate share of fees under a processing agreement
covering a facility that manufactures syngas (a combination of carbon monoxide and hydrogen) and high-pressure steam.
Under that processing agreement, Praxair provides the raw materials to be processed and receives the syngas and steam
produced by the facility. Praxair has the exclusive right to use that facility through at least 2016, and Praxair has the option to
extend that contract term for two additional five year periods. Praxair also is our partner in the joint venture and owns the
remaining 50% interest.

� Sandhill Group LLC: Through our 50% interest in a joint venture, we process raw CO2 for sale to other customers
for uses ranging from completing oil and natural gas producing wells to food processing. The Sandhill facility
acquires CO2 from us under one of the long-term supply contracts described above.

General Partner Relationship

We conduct our operations through subsidiaries and joint ventures. As is common with publicly-traded partnerships, or MLPs, our general
partner is responsible for operating our business, including providing all necessary personnel and other resources. Genesis Energy, Inc. serves as
our sole general partner. Our general partner is an indirect, wholly-owned subsidiary of Denbury Resources Inc.

Acquisition of Refinery Services Division and Other Businesses

On July 25, 2007, we acquired five energy-related businesses, including the operations that comprise our refinery services division, from several
entities owned and controlled by the Davison family of Ruston, Louisiana. The other acquired businesses, which transport, store, procure and
market petroleum products and other bulk commodities, are included in our supply and logistics segment.

Our acquisition agreement with the Davisons provided that we would deliver to them $563 million of consideration, half in common units
(13,459,209 common units at an agreed-to value of $20.8036 per unit) and half in cash, subject to specified purchase price adjustments. Our
financial statements at December 31, 2007 reflect a total acquisition price of $631.5 million, which includes purchase price adjustments, our
transaction costs of $8.9 million, working capital acquired, net of cash acquired, and a valuation of the units at $24.52 per unit, which was the
average closing price of our units during the five trading day period ending two days after we signed the acquisition agreement.

The Davison family was our largest unitholder at December 31, 2007, with a 33.0% interest in us (represented by 12,619,069 of our common
units). It has designated two of the members of the board of directors of our general partner, and as long as it maintains a specified minimum
ownership percentage of our common units, it will have the continuing right to designate up to two directors. The Davison family has agreed to
restrictions that limit its ability to sell specified percentages of its common units through July 26, 2010. Prior to July 25, 2008, the Davison
family may not sell more than 20% of its common units. On that date, an additional 20% of its units will be released. An

2

Edgar Filing: GENESIS ENERGY LP - Form S-3

Table of Contents 9



Table of Contents

additional 20%, 30% and 10% of its issued units will be released 18, 24 and 36 months after closing, at which point the Davisons will be free to
sell or otherwise dispose of all of their units. Pursuant to a registration right agreement between us and the Davison unitholders, the Davison
unitholders have registration rights with respect to their common units. These rights include the right to require us to file a Form S-3 shelf
registration statement, if we are eligible, on or before April 15, 2008, and we must use our best efforts to cause this registration statement to be
declared effective prior to June 16, 2008.

Additionally, under the registration rights agreement, we have agreed to indemnify the selling unitholders against liabilities arising out of any
untrue or alleged untrue statement of material fact contained in any registration statement (or an amendment thereto), prospectus or preliminary
prospectus (or an amendment or supplement thereto), or issuer free writing prospectus (or amendment or supplement thereto) or any omission or
alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein (in case of a prospectus
or preliminary prospectus, in the light of the circumstances under which they were made) not misleading, except insofar as the same are caused
by or contained in any information with respect to such selling unitholder furnished in writing to us by such selling unitholder expressly for use
therein.

The selling unitholders have agreed to indemnify us and our general partner against liabilities arising out of any untrue or alleged untrue
statement of a material fact or any omission or alleged omission of a material fact required to be stated in registration statement (or an
amendment thereto), prospectus or preliminary prospectus (or an amendment or supplement thereto), or issuer free writing prospectus (or
amendment or supplement thereto) or any amendment thereof or supplement thereto or necessary to make the statements therein (in the case of a
prospectus or preliminary prospectus, in the light of the circumstances under which they were made) not misleading, to the extent, but only to
the extent, that such untrue statement or omission is contained in any information with respect to such selling unitholder so furnished in writing
by such selling unitholder expressly for use therein. The indemnification obligation is capped at the amount of the net proceeds received by such
selling unitholder upon the sale of the common units pursuant to the registration statement giving rise to such claim.

Offices

Our executive offices are located at 500 Dallas, Suite 2500, Houston, Texas 77002, and our telephone number is (713) 860-2500.

RISK FACTORS

An investment in our common units involves risks. You should consider carefully the following risk factors, together with all of the other
information included in, or incorporated by reference into, this prospectus and any applicable prospectus supplement in evaluating an
investment in our common units. This prospectus also contains forward-looking statements that involve risks and uncertainties. Please read
�Forward-Looking Statements.� Our actual results could differ materially from those anticipated in the forward-looking statements as a result
of certain factors, including the risks described below and elsewhere in this prospectus. If any of these risks occur, our business, financial
condition or results of operation could be adversely affected.

Risks Related to Our Business

We may not be able to fully execute our growth strategy if we are unable to raise debt and equity capital at an affordable price.

Our strategy contemplates substantial growth through the development and acquisition of a wide range of midstream and other energy
infrastructure assets while maintaining a strong balance sheet. This strategy includes constructing and acquiring additional assets and businesses
to enhance our ability to compete effectively, diversify our asset portfolio and, thereby, provide more stable cash flow. We regularly consider
and enter into discussions regarding, and are currently contemplating, additional potential joint ventures, stand-alone projects and other
transactions that we believe will present opportunities to realize synergies, expand our role in the energy infrastructure business, and increase our
market position and, ultimately, increase distributions to unitholders.

We will need new capital to finance the future development and acquisition of assets and businesses. The downturn in the economy today makes
it more difficult to raise capital in equity offerings and to obtain funds

3

Edgar Filing: GENESIS ENERGY LP - Form S-3

Table of Contents 10



Table of Contents

through public debt offerings and commercial banking arrangements. Limitations on our access to capital will impair our ability to execute this
strategy. Expensive capital will limit our ability to develop or acquire accretive assets. Although we intend to continue to expand our business,
this strategy may require substantial capital, and we may not be able to raise the necessary funds on satisfactory terms, if at all.

In addition, we are experiencing increased competition for the assets we purchase or contemplate purchasing. Increased competition for a limited
pool of assets could result in our not being the successful bidder more often or our acquiring assets at a higher relative price than that which we
have paid historically. Either occurrence would limit our ability to fully execute our growth strategy. Our ability to execute our growth strategy
may impact the market price of our securities.

We may not have sufficient cash from operations to pay the current level or to raise the level of quarterly distribution following the
establishment of cash reserves and payment of fees and expenses, including payments to our general partner.

The amount of cash we distribute on our units principally depends upon margins we generate from our refinery services, pipeline transportation,
logistics and supply and industrial gases businesses which will fluctuate from quarter to quarter based on, among other things:

� the volumes and prices at which we purchase and sell crude oil, refined products, and caustic soda;

� the volumes of sodium hydrosulfide, or NaHS, that we receive for our refinery services and the prices at which we sell NaHS;

� the demand for our trucking and pipeline transportation services;

� the volumes of CO2 we sell and the prices at which we sell it;

� the demand for our terminal storage services;

� the level of our operating costs;

� the level of our general and administrative costs; and

� prevailing economic conditions.
In addition, the actual amount of cash we will have available for distribution will depend on other factors that include:

� the level of capital expenditures we make, including the cost of capital, which impacts the cost of acquisitions (if any);

� our debt service requirements;

� fluctuations in our working capital;
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� restrictions on distributions contained in our debt instruments;

� our ability to borrow under our working capital facility to pay distributions; and

� the amount of cash reserves established by our general partner in its sole discretion in the conduct of our business.
Our ability to pay distributions each quarter depends primarily on our cash flow, including cash flow from financial reserves and working capital
borrowings, and is not solely a function of profitability, which will be
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affected by non-cash items. As a result, we may make cash distributions during periods when we record losses and we may not make
distributions during periods when we record net income.

Our indebtedness could adversely restrict our ability to operate, affect our financial condition, and prevent us from complying with our
requirements under our debt instruments and could prevent us from paying cash distributions to our unitholders.

We have outstanding debt and the ability to incur more debt. As of December 31, 2007, we had approximately $80 million outstanding of senior
secured indebtedness.

We must comply with various affirmative and negative covenants contained in our credit facilities. Among other things, these covenants limit
our ability to:

� incur additional indebtedness or liens;

� make payments in respect of or redeem or acquire any debt or equity issued by us;

� sell assets;

� make loans or investments;

� make guarantees;

� enter into any hedging agreement for speculative purposes;

� acquire or be acquired by other companies; and

� amend some of our contracts.
The restrictions under our indebtedness may prevent us from engaging in certain transactions which might otherwise be considered beneficial to
us and could have other important consequences to unitholders. For example, they could:

� increase our vulnerability to general adverse economic and industry conditions;

� limit our ability to make distributions; to fund future working capital, capital expenditures and other general partnership
requirements; to engage in future acquisitions, construction or development activities; or to otherwise fully realize the value of our
assets and opportunities because of the need to dedicate a substantial portion of our cash flow from operations to payments on our
indebtedness or to comply with any restrictive terms of our indebtedness;

� limit our flexibility in planning for, or reacting to, changes in our businesses and the industries in which we operate; and
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� place us at a competitive disadvantage as compared to our competitors that have less debt.
We may incur additional indebtedness (public or private) in the future, under our existing credit facilities, by issuing debt instruments, under
new credit agreements, under joint venture credit agreements, under capital leases or synthetic leases, on a project-finance or other basis, or a
combination of any of these. If we incur additional indebtedness in the future, it likely would be under our existing credit facility or under
arrangements which may have terms and conditions at least as restrictive as those contained in our existing credit facilities. Failure to comply
with the terms and conditions of any existing or future indebtedness would constitute an event of default. If an event of default occurs, the
lenders will have the right to accelerate the maturity of such indebtedness and foreclose upon the collateral, if any, securing that indebtedness. If
an event of default occurs under our joint ventures� credit facilities, we may be required to repay amounts previously distributed to us and our
subsidiaries. In addition, if there is a change of control as described in our credit facility, that would be an event of default, unless our creditors

5

Edgar Filing: GENESIS ENERGY LP - Form S-3

Table of Contents 14



Table of Contents

agreed otherwise, under our credit facility, any such event could limit our ability to fulfill our obligations under our debt instruments and to
make cash distributions to unitholders which could adversely affect the market price of our securities.

Our profitability and cash flow are dependent on our ability to increase or, at a minimum, maintain our current commodity - oil, refined
products, NaHS, natural gas and CO2 - volumes, which often depends on actions and commitments by parties beyond our control.

Our profitability and cash flow are dependent on our ability to increase or, at a minimum, maintain our current commodity - oil, refined
products, NaHS, natural gas and CO2- volumes. We access commodity volumes through two sources, producers and service providers (including
gatherers, shippers, marketers and other aggregators). Depending on the needs of each customer and the market in which it operates, we can
either provide a service for a fee (as in the case of our pipeline transportation operations) or we can purchase the commodity from our customer
and resell it to another party (as in the case of oil marketing and CO2 operations).

Our source of volumes depends on successful exploration and development of additional oil and natural gas reserves by others and other matters
beyond our control.

The oil, natural gas and other products available to us are derived from reserves produced from existing wells, and these reserves naturally
decline over time. In order to offset this natural decline, our energy infrastructure assets must access additional reserves. Additionally, some of
the projects we have planned or recently completed are dependent on reserves that we expect to be produced from newly discovered properties
that producers are currently developing.

Finding and developing new reserves is very expensive, requiring large capital expenditures by producers for exploration and development
drilling, installing production facilities and constructing pipeline extensions to reach new wells. Many economic and business factors out of our
control can adversely affect the decision by any producer to explore for and develop new reserves. These factors include the prevailing market
price of the commodity, the capital budgets of producers, the depletion rate of existing reservoirs, the success of new wells drilled,
environmental concerns, regulatory initiatives, cost and availability of equipment, capital budget limitations or the lack of available capital, and
other matters beyond our control. Additional reserves, if discovered, may not be developed in the near future or at all. We cannot assure
unitholders that production will rise to sufficient levels to allow us to maintain or increase the commodity volumes we are experiencing.

We face intense competition to obtain commodity volumes.

Our competitors�gatherers, transporters, marketers, brokers and other aggregators�include independents and major integrated energy companies, as
well as their marketing affiliates, who vary widely in size, financial resources and experience. Some of these competitors have capital resources
many times greater than ours and control substantially greater supplies of crude oil.

Even if reserves exist, or refined products are produced, in the areas accessed by our facilities, we may not be chosen by the producers or
refiners to gather, refine, market, transport, store or otherwise handle any of these reserves, NaHS or refined products produced. We compete
with others for any such volumes on the basis of many factors, including:

� geographic proximity to the production;

� costs of connection;

� available capacity;

� rates;

� logistical efficiency in all of our operations;
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� operational efficiency in our refinery services business;

� customer relationships; and

� access to markets.
Additionally, third-party shippers do not have long-term contractual commitments to ship crude oil on our pipelines. A decision by a shipper to
substantially reduce or cease to ship volumes of crude oil on our pipelines could cause a significant decline in our revenues. In Mississippi, we
are dependent on interconnections with other pipelines to provide shippers with a market for their crude oil, and in Texas, we are dependent on
interconnections with other pipelines to provide shippers with transportation to our pipeline. Any reduction of throughput available to our
shippers on these interconnecting pipelines as a result of testing, pipeline repair, reduced operating pressures or other causes could result in
reduced throughput on our pipelines that would adversely affect our cash flows and results of operations.

Fluctuations in demand for crude oil or availability of refined products or NaHS, such as those caused by refinery downtime or shutdowns, can
negatively affect our operating results. Reduced demand in areas we service with our pipelines and trucks can result in less demand for our
transportation services. In addition, certain of our field and pipeline operating costs and expenses are fixed and do not vary with the volumes we
gather and transport. These costs and expenses may not decrease ratably or at all should we experience a reduction in our volumes transported by
truck or transmitted by our pipelines. As a result, we may experience declines in our margin and profitability if our volumes decrease.

Fluctuations in commodity prices could adversely affect our business.

Oil, natural gas, other petroleum products, and CO2 prices are volatile and could have an adverse effect on our profits and cash flow. Our
operations are affected by price reductions in those commodities. Price reductions in those commodities can cause material long and short term
reductions in the level of throughput, volumes and margins in our logistic and supply businesses. Price changes for NaHS and caustic soda affect
the margins we achieve in our refinery services business acquired from the Davison family.

Prices for commodities can fluctuate in response to changes in supply, market uncertainty and a variety of additional factors that are beyond our
control.

Our pipeline transportation operations are dependent upon demand for crude oil by refiners in the Midwest and on the Gulf Coast.

Any decrease in this demand for crude oil by those refineries or connecting carriers to which we deliver could adversely affect our pipeline
transportation business. Those refineries� need for crude oil also is dependent on the competition from other refineries, the impact of future
economic conditions, fuel conservation measures, alternative fuel requirements, government regulation or technological advances in fuel
economy and energy generation devices, all of which could reduce demand for our services.

We are exposed to the credit risk of our customers in the ordinary course of our crude oil gathering and marketing activities.

When we market any of our products or services, we must determine the amount, if any, of the line of credit we will extend to any given
customer. Since typical sales transactions can involve very large volumes, the risk of nonpayment and nonperformance by customers is an
important consideration in our business. In those cases where we provide division order services for crude oil purchased at the wellhead, we may
be responsible for distribution of proceeds to all parties. In other cases, we pay all of or a portion of the production proceeds to an operator who
distributes these proceeds to the various interest owners. These arrangements expose us to operator credit risk. As a result, we must determine
that operators have sufficient financial resources to make such payments and distributions and to indemnify and defend us in case of a protest,
action or complaint. Even if our credit review and analysis mechanisms work properly, we could still experience losses in dealings with other
parties.
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Our operations are subject to federal and state environmental protection and safety laws and regulations

Our operations are subject to the risk of incurring substantial environmental and safety related costs and liabilities. In particular, our operations
are subject to environmental protection and safety laws and regulations that restrict our operations, impose relatively harsh consequences for
noncompliance, and require us to expend resources in an effort to maintain compliance. Moreover, our operations, including the transportation
and storage of crude oil and other commodities involves a risk that crude oil and related hydrocarbons or other substances may be released into
the environment, which may result in substantial expenditures for a response action, significant government penalties, liability to government
agencies for natural resources damages, liability to private parties for personal injury or property damages, and significant business interruption.
These costs and liabilities could rise under increasingly strict environmental and safety laws, including regulations and enforcement policies, or
claims for damages to property or persons resulting from our operations. If we are unable to recover such resulting costs through increased rates
or insurance reimbursements, our cash flows and distributions to our unitholders could be materially affected.

FERC Regulation and a changing regulatory environment could affect our cash flow.

The FERC extensively regulates certain of our energy infrastructure assets engaged in interstate operations. Our intrastate pipeline operations are
regulated by state agencies. This regulation extends to such matters as:

� rate structures;

� rates of return on equity;

� recovery of costs;

� the services that our regulated assets are permitted to perform;

� the acquisition, construction and disposition of assets; and

� to an extent, the level of competition in that regulated industry.
Given the extent of this regulation, the extensive changes in FERC policy over the last several years, the evolving nature of federal and state
regulation and the possibility for additional changes, the current regulatory regime may change and affect our financial position, results of
operations or cash flows.

A substantial portion of our CO2 operations involves us supplying CO2 to industrial customers using reserves attributable to our volumetric
production payment interests, which are a finite resource and projected to terminate around 2016.

The cash flow from our CO2 operations involves us supplying CO2 to industrial customers using reserves attributable to our volumetric
production payments, which are projected to terminate around 2016. Unless we are able to obtain a replacement supply of CO2 and enter into
sales arrangements that generate substantially similar economics, our cash flow could decline significantly around 2016.

Fluctuations in demand for CO2 by our industrial customers could have a material adverse impact on our profitability, results of operations
and cash available for distribution.

Our customers are not obligated to purchase volumes in excess of specified minimum amounts in our contracts. As a result, fluctuations in our
customers� demand due to market forces or operational problems could result in a reduction in our revenues from our sales of CO2.
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Our wholesale CO2 industrial operations are dependent on five customers and our syngas operations are dependent on one customer.

If one or more of those customers experience financial difficulties such that they fail to purchase their required minimum take-or-pay volumes,
our cash flows could be adversely affected, and we cannot assure unitholders that an unanticipated deterioration in those customers� ability to
meet their obligations to us might not occur.

Our Syngas joint venture has dedicated 100% of its syngas processing capacity to one customer pursuant to a processing contract. The contract
term expires in 2016, unless our customer elects to extend the contract for two additional five year terms. If our customer reduces or
discontinues its business with us, or if we are not able to successfully negotiate a replacement contract with our sole customer after the
expiration of such contract, or if the replacement contract is on less favorable terms, the effect on us will be adverse. In addition, if our sole
customer for syngas processing were to experience financial difficulties such that it failed to provide volumes to process, our cash flow from the
syngas joint venture could be adversely affected. We believe this customer is creditworthy, but we cannot assure unitholders that unanticipated
deterioration of its ability to meet its obligations to the syngas joint venture might not occur.

Our CO2 operations are exposed to risks related to Denbury�s operation of its CO2 fields, equipment and pipeline as well as any of our
facilities that Denbury operates.

Because Denbury produces our CO2 and transports it to our customers (including Denbury), any major failure of its operations could have an
impact on our ability to meet our obligations to our CO2 customers (including Denbury). We have no other supply of CO2 or method to transport
it to our customers. Sandhill relies on us for its supply of CO2; therefore our share of the earnings of Sandhill would also be impacted by any
major failure of Denbury�s operations.

Our refinery services division is dependent on contracts with less than fifteen refineries and much of its revenue is attributable to a few
refineries.

If one or more of our refinery customers that, individually or in the aggregate, generate a material portion of our refinery services revenue
experience financial difficulties or changes in their strategy for sulfur removal such that they do not need our services, our cash flows could be
adversely affected. For example, in the last five months of 2007, approximately 65% of our refinery services� division NaHS by-product was
attributable to Conoco�s refinery located in Westlake, Louisiana. That contract requires Conoco to make available minimum volumes of acid gas
to us (except during periods of force majeure). Although the primary term of that contract extends until 2018, if Conoco is excused from
performing, or refuses or is unable to perform, its obligations under that contract for an extended period of time, such non-performance could
have a material adverse effect on our profitability and cash flow.

Our growth strategy may adversely affect our results of operations if we do not successfully integrate the businesses that we acquire or if we
substantially increase our indebtedness and contingent liabilities to make acquisitions.

We may be unable to integrate successfully businesses we acquire. We may incur substantial expenses, delays or other problems in connection
with our growth strategy that could negatively impact our results of operations. Moreover, acquisitions and business expansions involve
numerous risks, including:

� difficulties in the assimilation of the operations, technologies, services and products of the acquired companies or business segments;

� inefficiencies and complexities that can arise because of unfamiliarity with new assets and the businesses associated with them,
including unfamiliarity with their markets; and

� diversion of the attention of management and other personnel from day-to-day business to the development or acquisition of new
businesses and other business opportunities.
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If consummated, any acquisition or investment also likely would result in the incurrence of indebtedness and contingent liabilities and an
increase in interest expense and depreciation, depletion and amortization expenses. A substantial increase in our indebtedness and contingent
liabilities could have a material adverse effect on our business, as discussed above.

Our actual construction, development and acquisition costs could exceed our forecast, and our cash flow from construction and development
projects may not be immediate.

Our forecast contemplates significant expenditures for the development, construction or other acquisition of energy infrastructure assets,
including some construction and development projects with technological challenges. We may not be able to complete our projects at the costs
currently estimated. If we experience material cost overruns, we will have to finance these overruns using one or more of the following methods:

� using cash from operations;

� delaying other planned projects;

� incurring additional indebtedness; or

� issuing additional debt or equity.
Any or all of these methods may not be available when needed or may adversely affect our future results of operations.

Fluctuations in interest rates could adversely affect our business.

In addition to our exposure to commodity prices, we also have exposure to movements in interest rates. The interest rates on our credit facility
are variable. Our results of operations and our cash flow, as well as our access to future capital and our ability to fund our growth strategy, could
be adversely affected by significant increases or decreases in interest rates.

Our use of derivative financial instruments could result in financial losses.

We use financial derivative instruments and other hedging mechanisms from time to time to limit a portion of the adverse effects resulting from
changes in commodity prices, although there are times when we do not have any hedging mechanisms in place. To the extent we hedge our
commodity price exposure, we forego the benefits we would otherwise experience if commodity prices were to increase. In addition, we could
experience losses resulting from our hedging and other derivative positions. Such losses could occur under various circumstances, including if
our counterparty does not perform its obligations under the hedge arrangement, our hedge is imperfect, or our hedging policies and procedures
are not followed.

A natural disaster, accident, terrorist attack or other interruption event involving us could result in severe personal injury, property damage
and/or environmental damage, which could curtail our operations and otherwise adversely affect our assets and cash flow.

Some of our operations involve significant risks of severe personal injury, property damage and environmental damage, any of which could
curtail our operations and otherwise expose us to liability and adversely affect our cash flow. Virtually all of our operations are exposed to the
elements, including hurricanes, tornadoes, storms, floods and earthquakes.

If one or more facilities that are owned by us or that connect to us is damaged or otherwise affected by severe weather or any other disaster,
accident, catastrophe or event, our operations could be significantly interrupted. Similar interruptions could result from damage to production or
other facilities that supply our facilities or other stoppages arising from factors beyond our control. These interruptions might involve significant
damage to people, property or the environment, and repairs might take from a week or less for a minor incident to six months or more for a
major interruption. Any event that interrupts the fees generated by our energy infrastructure assets, or which
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causes us to make significant expenditures not covered by insurance, could reduce our cash available for paying our interest obligations as well
as unitholder distributions and, accordingly, adversely impact the market price of our securities. Additionally, the proceeds of any property
insurance maintained by us may not be paid in a timely manner or be in an amount sufficient to meet our needs if such an event were to occur,
and we may not be able to renew it or obtain other desirable insurance on commercially reasonable terms, if at all.

On September 11, 2001, the United States was the target of terrorist attacks of unprecedented scale. Since the September 11 attacks, the U.S.
government has issued warnings that energy assets, specifically the nation�s pipeline infrastructure, may be the future targets of terrorist
organizations. These developments have subjected our operations to increased risks. Any future terrorist attack at our facilities, those of our
customers and, in some cases, those of other pipelines, could have a material adverse effect on our business.

We cannot cause our joint ventures to take or not to take certain actions unless some or all of the joint venture participants agree.

Due to the nature of joint ventures, each participant (including us) in our joint ventures has made substantial investments (including
contributions and other commitments) in that joint venture and, accordingly, has required that the relevant charter documents contain certain
features designed to provide each participant with the opportunity to participate in the management of the joint venture and to protect its
investment in that joint venture, as well as any other assets which may be substantially dependent on or otherwise affected by the activities of
that joint venture.

These participation and protective features include a corporate governance structure that consists of a management committee composed of four
members, only two of which are appointed by us. In addition, the other 50% owner in each of our joint ventures operates the joint venture
facilities. Thus, without the concurrence of the other joint venture participant, we cannot cause our joint ventures to take or not to take certain
actions, even though those actions may be in the best interest of the joint ventures or us.

Our refinery services operations are dependent upon the supply of caustic soda and the demand for NaHS, as well as the operations of the
refiners for whom we process sour gas.

Caustic soda is a major component used in the provision of sour gas treatment services provided by us to refineries. NaHS, the resulting product
from the refinery services we provide, is a vital ingredient in a number of industrial and consumer products and processes. Any decrease in the
supply of caustic soda could affect our ability to provide sour gas treatment services to refiners and any decrease in the demand for NaHS by the
parties to whom we sell the NaHS could adversely affect our business. The refineries� need for our sour gas services is also dependent on the
competition from other refineries, the impact of future economic conditions, fuel conservation measures, alternative fuel requirements,
government regulation or technological advances in fuel economy and energy generation devices, all of which could reduce demand for our
services.

Our operating results from our trucking operations may fluctuate and may be materially adversely affected by economic conditions and
business factors unique to the trucking industry.

Our trucking business is dependent upon factors, many of which are beyond our control. Those factors include excess capacity in the trucking
industry, difficulty in attracting and retaining qualified drivers, significant increases or fluctuations in fuel prices, fuel taxes, license and
registration fees and insurance and claims costs, to the extent not offset by increases in freight rates. Our results of operations from our trucking
operations also are affected by recessionary economic cycles and downturns in customers� business cycles. Economic and other conditions may
adversely affect our trucking customers and their ability to pay for our services.

In the past, there have been shortages of drivers in the trucking industry and such shortages may occur in the future. Periodically, the trucking
industry experiences substantial difficulty in attracting and retaining qualified drivers. If we are unable to continue to retain and attract drivers,
we could be required to adjust our driver compensation package, let trucks sit idle or otherwise operate at a reduced level, which could adversely
affect our operations and profitability.
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Significant increases or rapid fluctuations in fuel prices are major issues for the transportation industry. Increases in fuel costs, to the extent not
offset by rate per mile increases or fuel surcharges, have an adverse effect on our operations and profitability.

Denbury is the only shipper (other than us) on our Mississippi System.

Denbury is our only customer on the Mississippi System. This relationship may subject our operations to increased risks. Any adverse
developments concerning Denbury could have a material adverse effect on our Mississippi System business. Neither our partnership agreement
nor any other agreement requires Denbury to pursue a business strategy that favors us or utilizes our Mississippi System. Denbury may compete
with us and may manage their assets in a manner that could adversely affect our Mississippi System business.

Risks Related to Our Partnership Structure

Denbury and its affiliates have conflicts of interest with us and limited fiduciary responsibilities, which may permit them to favor their own
interests to unitholder detriment.

Denbury indirectly owns and controls our general partner. Conflicts of interest may arise between Denbury and its affiliates, including our
general partner, on the one hand, and us and our unitholders, on the other hand. As a result of these conflicts, our general partner may favor its
own interest and the interest of its affiliates or others over the interest of our unitholders. These conflicts include, among others, the following
situations:

� neither our partnership agreement nor any other agreement requires Denbury to pursue a business strategy that favors us or utilizes
our assets. Denbury�s directors and officers have a fiduciary duty to make these decisions in the best interest of the stockholders of
Denbury;

� Denbury may compete with us. Denbury owns the largest reserves of CO2 used for tertiary oil recovery east of the Mississippi River
and may manage these reserves in a manner that could adversely affect our CO2 business;

� our general partner is allowed to take into account the interest of parties other than us, such as Denbury, in resolving conflicts of
interest;

� our partnership agreement limits our general partner�s liability and reduces its fiduciary duties, while also restricting the remedies
available to our unitholders for actions that, without the limitations, might constitute breaches of fiduciary duty;

� our general partner determines the amount and timing of asset purchases and sales, capital expenditures, borrowings, including for
incentive distributions, issuance of additional partnership securities, reimbursements and enforcement of obligations to the general
partner and its affiliates, retention of counsel, accountants and service providers, and cash reserves, each of which can also affect the
amount of cash that is distributed to our unitholders;

� our general partner determines which costs incurred by it and its affiliates are reimbursable by us and the reimbursement of these
costs and of any services provided by our general partner could adversely affect our ability to pay cash distributions to our
unitholders;

� our general partner controls the enforcement of obligations owed to us by our general partner and its affiliates;
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� our general partner decides whether to retain separate counsel, accountants or others to perform services for us; and

� in some instances, our general partner may cause us to borrow funds in order to permit the payment of distributions even if the
purpose or effect of the borrowing is to make incentive distributions.
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Denbury is not obligated to enter into any transactions with (or to offer any opportunities to) us, although we expect to continue to enter into
substantial transactions and other activities with Denbury and its subsidiaries because of the businesses and areas in which we and Denbury
currently operate, as well as those in which we plan to operate in the future.

Some more recent transactions in which we, on the one hand, and Denbury and its subsidiaries, on the other hand, had a conflict of interest
include:

� transportation services

� pipeline monitoring services; and

� CO2 volumetric production payment.
In addition, we have announced that Denbury and we are negotiating several significant transactions.

Further, Denbury�s indirect beneficial ownership interest in our outstanding partnership interests could have a substantial effect on the outcome
of some actions requiring partner approval. Accordingly, subject to legal requirements, Denbury can make the final determination regarding how
any particular conflict of interest is resolved.

Even if unitholders are dissatisfied, they cannot easily remove our general partner.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting our business and,
therefore, limited ability to influence management�s decisions regarding our business.

Unitholders did not elect our general partner or its board of directors and will have no right to elect our general partner or its board of directors
on an annual or other continuing basis. The board of directors of our general partner is chosen by the stockholders of our general partner. In
addition, if the unitholders are dissatisfied with the performance of our general partner, they will have little ability to remove our general partner.
As a result of these limitations, the price at which the common units trade could be diminished because of the absence or reduction of a takeover
premium in the trading price.

The vote of the holders of at least a majority of all outstanding units (excluding any units held by our general partner and its affiliates) is
required to remove our general partner without cause. If our general partner is removed without cause, (i) Denbury will have the option to
acquire a substantial portion of our Mississippi pipeline system at 110% of its then fair market value, and (ii) our general partner will have the
option to convert its interest in us (other than its common units) into common units or to require our replacement general partner to purchase
such interest for cash at its then fair market value. In addition, unitholders� voting rights are further restricted by our partnership agreement
provision providing that any units held by a person that owns 20% or more of any class of units then outstanding, other than our general partner,
its affiliates, their transferees, and persons who acquired such units with the prior approval of the board of directors of our general partner,
cannot vote on matters relating to the succession, election, removal, withdrawal, replacement or substitution of our general partner. Our
partnership agreement also contains provisions limiting the ability of unitholders to call meetings or to acquire information about our operations,
as well as other provisions limiting the unitholders� ability to influence the manner of direction of management.

As a result of these provisions, the price at which our common units trade may be lower because of the absence or reduction of a takeover
premium.

The control of our general partner may be transferred to a third party without unitholder consent, which could affect our strategic direction
and liquidity.

Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or substantially all of its assets without
the consent of the unitholders. Furthermore, there is no restriction in our partnership agreement on the ability of the owner of our general partner
from transferring its ownership interest in our general partner to a third party. The new owner of our general partner would then be in a position
to replace the board of directors and officers of our general partner with its own choices and to control the decisions made by the board of
directors and officers.
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In addition, unless our creditors agreed otherwise, we would be required to repay the amounts outstanding under our credit facilities upon the
occurrence of any change of control described therein. We may not have sufficient funds available or be permitted by our other debt instruments
to fulfill these obligations upon such occurrence. A change of control could have other consequences to us depending on the agreements and
other arrangements we have in place from time to time, including employment compensation arrangements.

Our general partner and its affiliates may sell units or other limited partner interests in the trading market, which could reduce the market
price of common units.

As of December 31, 2007 our general partner and its affiliates own 2,829,055 (approximately 7.4%) of our common units. In the future, they
may acquire additional interest or dispose of some or all of their interest. If they dispose of a substantial portion of their interest in the trading
markets, the sale could reduce the market price of common units. Our partnership agreement, and other agreements to which we are party, allow
our general partner and certain of its subsidiaries to cause us to register for sale the partnership interests held by such persons, including common
units. These registration rights allow our general partner and its subsidiaries to request registration of those partnership interests and to include
any of those securities in a registration of other capital securities by us.

Our general partner has anti-dilution rights.

Whenever we issue equity securities to any person other than our general partner and its affiliates, our general partner and its affiliates have the
right to purchase an additional amount of those equity securities on the same terms as they are issued to the other purchasers. This allows our
general partner and its affiliates to maintain their percentage partnership interest in us. No other unitholder has a similar right. Therefore, only
our general partner may protect itself against dilution caused by the issuance of additional equity securities.

Due to our significant relationships with Denbury, adverse developments concerning Denbury could adversely affect us, even if we have not
suffered any similar developments.

Our general partner, an indirect, wholly owned subsidiary of Denbury, is a significant stakeholder in our limited partner interests and employs
the personnel who operate our businesses. In addition, we are parties to numerous agreements with Denbury, and we plan to enter into additional
agreements. For example, Denbury is a significant customer of our Mississippi System. We could be adversely affected if Denbury experiences
any adverse developments that relate to their agreements with us or if Denbury fails to pay us timely.

We may issue additional common units without unitholder�s approval, which would dilute their ownership interests.

We may issue an unlimited number of limited partner interests of any type without the approval of our unitholders.

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

� our unitholders� proportionate ownership interest in us will decrease;

� the amount of cash available for distribution on each unit may decrease;

� the relative voting strength of each previously outstanding unit may be diminished; and

� the market price of our common units may decline.
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Our general partner has a limited call right that may require unitholders to sell their common units at an undesirable time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner will have the right, but not the
obligation, which it may assign to any of its affiliates or to us, to acquire all, but not less than all, of the common units held by unaffiliated
persons at a price not less than their then-current market price. As a result, unitholders may be required to sell their common units at an
undesirable time or price and may not receive any return on their investment. Unitholders may also incur a tax liability upon a sale of their units.

The interruption of distributions to us from our subsidiaries and joint ventures may affect our ability to make payments on indebtedness or
cash distributions to our unitholders.

We are a holding company. As such, our primary assets are the equity interests in our subsidiaries and joint ventures. Consequently, our ability
to fund our commitments (including payments on our indebtedness) and to make cash distributions depends upon the earnings and cash flow of
our subsidiaries and joint ventures and the distribution of that cash to us. Distributions from our joint ventures are subject to the discretion of
their respective management committees. Further, each joint venture�s charter documents typically vest in its management committee sole
discretion regarding distributions. Accordingly, our joint ventures may not continue to make distributions to us at current levels or at all.

We do not have the same flexibility as other types of organizations to accumulate cash and equity to protect against illiquidity in the future.

Unlike a corporation, our partnership agreement requires us to make quarterly distributions to our unitholders of all available cash reduced by
any amounts reserved for commitments and contingencies, including capital and operating costs and debt service requirements. The value of our
units and other limited partner interests will decrease in direct correlation with decreases in the amount we distribute per unit. Accordingly, if we
experience a liquidity problem in the future, we may not be able to issue more equity to recapitalize.

An impairment of goodwill and intangible assets could adversely affect some of our accounting and financial metrics and, possibly, result in
an event of default under our revolving credit facility.

At December 31, 2007, our balance sheet reflected $320.7 million of goodwill and $211.1 million of intangible assets. Goodwill is recorded
when the purchase price of a business exceeds the fair market value of the tangible and separately measurable intangible net assets. Generally
accepted accounting principles in the United States (�GAAP�) require us to test goodwill for impairment on an annual basis or when events or
circumstances occur indicating that goodwill might be impaired. Long-lived assets such as intangible assets with finite useful lives are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. If we determine that any
of our goodwill or intangible assets were impaired, we would be required to record the impairment. Our assets, equity and earnings as recorded
in our financial statements would be reduced, and it could adversely affect certain of our borrowing metrics. While such a write-off would not
reduce our primary borrowing base metric of EBITDA, it would reduce our consolidated capitalization ratio, which, if significant enough, could
result in an event of default under our credit agreement.

Tax Risks to Common Unitholders

Our tax treatment depends on our status as a partnership for federal income tax purposes, as well as our not being subject to a material
amount of entity-level taxation by individual states. A publicly-traded partnership can lose its status as a partnership for a number of
reasons, including not having enough �qualifying income.� If the IRS were to treat us as a corporation or if we were to become subject to a
material amount of entity-level taxation for state tax purposes, then our cash available for distribution to unitholders would be substantially
reduced.

The anticipated after-tax economic benefit of an investment in us depends largely on our being treated as a partnership for federal income tax
purposes. Section 7704 of the Internal Revenue Code provides that publicly traded partnerships will, as a general rule, be taxed as corporations.
However, an exception, referred to in this discussion as the �Qualifying Income Exception,� exists with respect to publicly traded partnerships
90% or more of the gross income of which for every taxable year consists of �qualifying income.� If less than 90% of our gross
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income for any taxable year is �qualifying income� from transportation or processing of natural resources including crude oil, natural gas or
products thereof, interest, dividends or similar sources, we will be taxable as a corporation under Section 7704 of the Internal Revenue Code for
federal income tax purposes for that taxable year and all subsequent years.

In addition, current law may change so as to cause us to be treated as a corporation for federal income tax purposes or otherwise subject us to
entity-level taxation. For example, in response to certain recent developments, members of Congress are considering substantive changes to the
definition of qualifying income under Internal Revenue Code section 7704(d). It is possible that these efforts could result in changes to the
existing U.S. tax laws that affect publicly-traded partnerships, including us. We are unable to predict whether any of these changes or other
proposals will ultimately be enacted. Any such changes could negatively impact the value of an investment in our common units. In addition,
because of widespread state budget deficits and other reasons, several states are evaluating ways to subject partnerships to entity-level taxation
through the imposition of state income, franchise and other forms of taxation. Imposition of any such taxes may substantially reduce the cash
available for distribution to our unitholders.

A successful IRS contest of the federal income tax positions we take may adversely affect the market for our common units, and the cost of
any IRS contest will reduce our cash available for distribution to our unitholders and our general partner.

We have not requested a ruling from the IRS with respect to our treatment as a partnership for federal income tax purposes or any other matter
affecting us. The IRS may adopt positions that differ from the conclusions of our counsel expressed in this prospectus or from the positions we
take. It may be necessary to resort to administrative or court proceedings to sustain some or all of our counsel�s conclusions or the positions we
take. A court may not agree with some or all of our counsel�s conclusions or positions we take. Any contest with the IRS may materially and
adversely impact the market for our common units and the price at which they trade. In addition, our costs of any contest with the IRS will be
borne indirectly by our unitholders and our general partner, and these costs will reduce our cash available for distribution.

Unitholders will be required to pay taxes on income from us even if they do not receive any cash distributions from us.

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

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

If unitholders sell their common units, they will recognize a gain or loss equal to the difference between the amount realized and their tax basis
in those common units. Prior distributions to unitholders in excess of the total net taxable income unitholders were allocated for a common unit,
which decreased their tax basis in that common unit, will, in effect, become taxable income to unitholders if the common unit is sold at a price
greater than their tax basis in that common unit, even if the price is less than their original cost. A substantial portion of the amount realized,
whether or not representing gain, may be ordinary income. In addition, if unitholders sell their units, they may incur a tax liability in excess of
the amount of cash they receive from the sale.

Tax-exempt entities and foreign persons face unique tax issues from owning common units that may result in adverse tax consequences to
them.

Investment in common units by tax-exempt entities, such as individual retirement accounts (known as IRAs), and non-U.S. persons raises issues
unique to them. For example, a significant amount of our income allocated to organizations exempt from federal income tax, including
individual retirement accounts and other retirement plans, may be unrelated business taxable income and will be taxable to such a unitholder.
Distributions to non-U.S. persons will be reduced by withholding tax at the highest effective tax rate applicable to individuals, and non-U.S.
persons will be required to file federal income tax returns and pay tax on their share of our taxable income.
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We will treat each purchaser of common units as having the same tax benefits without regard to the actual common units purchased. The
IRS may challenge this treatment, which could adversely affect the value of our common units.

Because we cannot match transferors and transferees of common units, we adopt depreciation and amortization positions that may not conform
with all aspects of applicable Treasury regulations. A successful IRS challenge to those positions could adversely affect the amount of tax
benefits available to a common unitholder. It also could affect the timing of these tax benefits or the amount of gain from a sale of common units
and could have a negative impact on the value of the common units or result in audit adjustments to the common unitholder�s tax returns.

Unitholders will likely be subject to state and local taxes in states where they do not live as a result of an investment in the common units.

In addition to federal income taxes, unitholders will likely be subject to other taxes, including foreign, state and local taxes, unincorporated
business taxes and estate inheritance or intangible taxes that are imposed by the various jurisdictions in which we do business or own property,
even if unitholders do not live in any of those jurisdictions. Unitholders will likely be required to file foreign, state and local income tax returns
and pay state and local income taxes in some or all of these jurisdictions. Further, unitholders may be subject to penalties for failure to comply
with those requirements. We own assets and do business in more than 25 states including Texas, Louisiana, Mississippi, Alabama, Florida,
Arkansas and Oklahoma. Many of the states we currently do business in currently impose a personal income tax. It is unitholders� responsibility
to file all United States federal, foreign, state and local tax returns. Our counsel has not rendered an opinion on the state or local tax
consequences of an investment in our common units.

We have subsidiaries that are treated as corporations for federal income tax purposes and subject to corporate-level income taxes.

We conduct a portion of our operations through subsidiaries that are, or are treated as, corporations for federal income tax purposes. We may
elect to conduct additional operations in corporate form in the future. These corporate subsidiaries will be subject to corporate-level tax, which
will reduce the cash available for distribution to us and, in turn, to our unitholders. If the IRS were to successfully assert that these corporate
subsidiaries have more tax liability than we anticipate or legislation was enacted that increased the corporate tax rate, our cash available for
distribution to our unitholders would be further reduced.

We prorate our items of income, gain, loss and deduction between transferors and transferees of our common units each month based upon
the ownership of our common units on the first day of each month, instead of on the basis of the date a particular common unit is
transferred.

We prorate our items of income, gain, loss and deduction between transferors and transferees of our common units each month based upon the
ownership of our common units on the first day of each month, instead of on the basis of the date a particular unit is transferred. The use of this
proration method may not be permitted under existing Treasury regulations. If the IRS were to successfully challenge this method or new
Treasury regulations were issued, we may be required to change the allocation of items of income, gain, loss and deduction among our
unitholders.

We have adopted certain valuation methodologies that may result in a shift of income, gain, loss and deduction between our general partner
and our unitholders. The IRS may challenge this treatment, which could adversely affect the value of the common units.

When we issue additional common units or engage in certain other transactions, we determine the fair market value of our assets and allocate
any unrealized gain or loss attributable to our assets to the capital accounts of our unitholders and our general partner. Our methodology may be
viewed as understating the value of our assets. In that case, there may be a shift of income, gain, loss and deduction between certain unitholders
and our general partner, which may be unfavorable to such unitholders. Moreover, subsequent purchasers of common units may have a greater
portion of their Internal Revenue Code Section 743(b) adjustment allocated to our tangible assets and a lesser portion allocated to our intangible
assets. The IRS may challenge our methods, or our allocation of the
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Section 743(b) adjustment attributable to our tangible and intangible assets, and allocations of income, gain, loss and deduction between our
general partner and certain of our unitholders.

A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or loss being allocated to our
unitholders. It also could affect the amount of gain from a unitholder�s sale of common units and could have a negative impact on the value of the
common units or result in audit adjustments to the unitholder�s tax returns.

The sale or exchange of 50% or more of our capital and profits interests during any twelve-month period will result in the termination of our
partnership for federal income tax purposes.

We will be considered to have terminated for federal income tax purposes if there is a sale or exchange of 50% or more of the total interests in
our capital and profits within a twelve-month period. Our termination would, among other things, result in the closing of our taxable year for all
unitholders, which would result in us filing two tax returns (and unitholders receiving two Schedule K-1�s) for one fiscal year. Our termination
could also result in a deferral of depreciation deductions allowable in computing our taxable income. In the case of a common unitholder
reporting on a taxable year other than a fiscal year ending December 31, the closing of our taxable year may result in more than twelve months
of our taxable income or loss being includable in his taxable income for the year of termination. Our termination currently would not affect our
classification as a partnership for federal income tax purposes, but instead, we would be treated as a new partnership for tax purposes. If treated
as a new partnership, we must make new tax elections and could be subject to penalties if we are unable to determine that a termination
occurred.
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USE OF PROCEEDS

The common units to be offered and sold using this prospectus will be offered and sold by the selling unitholders named in this prospectus or in
any supplement to this prospectus. We will not receive any proceeds from the sale of such common units.

19

Edgar Filing: GENESIS ENERGY LP - Form S-3

Table of Contents 33



Table of Contents

DETERMINATION OF OFFERING PRICE

Any offering and sale under this prospectus may be made on one or more national securities exchanges or in the over-the-counter market, or
otherwise at prices and on terms then prevailing or at prices related to the then-current market price, or in negotiated transactions.

DESCRIPTION OF OUR COMMON UNITS

Our common units represent limited partner interests in Genesis Energy, L.P. that entitle the holders to participate in our cash distributions and
to exercise the rights or privileges available to limited partners under our partnership agreement. For a description of the relative rights and
preferences of holders of common units and our general partner in and to partnership distributions, see �Cash Distribution Policy� in this
prospectus.

Our outstanding common units are listed on the American Stock Exchange under the symbol �GEL.�

The transfer agent and registrar for our common units is American Stock Transfer & Trust Company.

Status as Limited Partner or Assignee. Except as described under �� Limited Liability,� the common units will be fully paid, and the unitholders
will not be required to make additional capital contributions to us.

Transfer of Common Units. Each purchaser of common units offered by this prospectus must execute a transfer application. By executing and
delivering a transfer application, the purchaser of common units:

� becomes the record holder of the common units and is an assignee until admitted into our partnership as a substituted limited partner;

� automatically requests admission as a substituted limited partner in our partnership;

� agrees to be bound by the terms and conditions of, and executes, our partnership agreement;

� represents that he has the capacity, power and authority to enter into the partnership agreement;

� grants powers of attorney to officers of the general partner and any liquidator of our partnership as specified in the partnership
agreement; and

� makes the consents and waivers contained in the partnership agreement.
An assignee will become a substituted limited partner of our partnership for the transferred common units upon the consent of our general
partner and the recording of the name of the assignee on our books and records. The general partner may withhold its consent in its sole
discretion.

Transfer applications may be completed, executed and delivered by a purchaser�s broker, agent or nominee. We are entitled to treat the nominee
holder of a common unit as the absolute owner. In that case, the beneficial holders� rights are limited solely to those that it has against the
nominee holder as a result of any agreement between the beneficial owner and the nominee holder.

Common units are securities and are transferable according to the laws governing transfer of securities. In addition to other rights acquired, the
purchaser has the right to request admission as a substituted limited partner in our partnership for the purchased common units. A purchaser of
common units who does not execute and deliver a transfer application obtains only:
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� the right to assign the common unit to a purchaser or transferee; and

� the right to transfer the right to seek admission as a substituted limited partner in our partnership for the purchased common units.
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� Thus, a purchaser of common units who does not execute and deliver a transfer application:

� will not receive cash distributions or federal income tax allocations, unless the common units are held in a nominee or �street name�
account and the nominee or broker has executed and delivered a transfer application; and

� may not receive some federal income tax information or reports furnished to record holders of common units.
Until a common unit has been transferred on our books, we and the transfer agent, notwithstanding any notice to the contrary, may treat the
record holder of the unit as the absolute owner for all purposes, except as otherwise required by law or stock exchange regulations.

Limited Liability. Assuming that a limited partner does not participate in the control of our business within the meaning of the Delaware Revised
Uniform Limited Partnership Act (the �Delaware Act�) and that he otherwise acts in conformity with the provisions of our partnership agreement,
his liability under the Delaware Act will be limited, subject to possible exceptions, to the amount of capital he is obligated to contribute to us for
his common units plus his share of any undistributed profits and assets. If it were determined, however, that the right or exercise of the right by
the limited partners as a group:

� to remove or replace the general partner;

� to approve some amendments to our partnership agreement; or

� to take other action under our partnership agreement
constituted �participation in the control� of our business for the purposes of the Delaware Act, then the limited partners could be held personally
liable for our obligations under Delaware law, to the same extent as the general partner. This liability would extend to persons who transact
business with us and who reasonably believe that the limited partner is a general partner. Neither our partnership agreement nor the Delaware
Act specifically provides for legal recourse against our general partner if a limited partner were to lose limited liability through any fault of the
general partner. While this does not mean that a limited partner could not seek legal recourse, we have found no precedent for this type of a
claim in Delaware case law.

Under the Delaware Act, a limited partnership may not make a distribution to a partner if after the distribution all liabilities of the limited
partnership, other than liabilities to partners on account of their partnership interests and liabilities for which the recourse of creditors is limited
to specific property of our partnership, exceed the fair value of the assets of the limited partnership. For the purpose of determining the fair value
of the assets of a limited partnership, the Delaware Act provides that the fair value of property subject to liability for which recourse of creditors
is limited shall be included in the assets of the limited partnership only to the extent that the fair value of that property exceeds the nonrecourse
liability. The Delaware Act provides that a limited partner who receives a distribution and knew at the time of the distribution that the
distribution was in violation of the Delaware Act shall be liable to the limited partnership for the amount of the distribution for three years.
Under the Delaware Act, an assignee who becomes a substituted limited partner of a limited partnership is liable for the obligations of his
assignor to make contributions to our partnership, except the assignee is not obligated for liabilities unknown to him at the time he became a
limited partner and which could not be ascertained from our partnership agreement.

Meetings; Voting. Except as described below regarding a person or group owning 20% or more of any class of units then outstanding,
unitholders or assignees who are record holders of units on the record date will be entitled to notice of, and to vote at, meetings of our limited
partners and to act upon matters for which approvals may be solicited. Common units that are owned by an assignee who is a record holder, but
who has not yet been admitted as a limited partner, will be voted by our general partner at the written direction of the record holder. Absent
direction of this kind, the common units will not be voted, except that, in the case of common units held by our general partner on behalf of
non-citizen assignees, our general partner will distribute the votes on those common units in the same ratios as the votes of limited partners on
other units are cast.
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Our general partner does not anticipate that any meeting of unitholders will be called in the foreseeable future. Any action that is required or
permitted to be taken by the unitholders may be taken either at a meeting of the unitholders or without a meeting if consents in writing
describing the action so taken are signed by holders of the number of units as would be necessary to authorize or take that action at a meeting.
Meetings of the unitholders may be called by our general partner or by unitholders owning at least 20% of the outstanding units of the class for
which a meeting is proposed. Unitholders may vote either in person or by proxy at meetings. The holders of a majority of the outstanding units
of the class or classes for which a meeting has been called represented in person or by proxy shall constitute a quorum unless any action by the
unitholders requires approval by holders of a greater percentage of the units, in which case the quorum shall be the greater percentage.

Each record holder of a unit has a vote according to his percentage interest in our partnership, although additional limited partner interests
having special voting rights could be issued. However, if at any time any person or group, other than our general partner and its affiliates, or a
direct or subsequently approved transferee of our general partner or its affiliates or a person or group who acquires the units with the prior
approval of the board of directors, acquires, in the aggregate, beneficial ownership of 20% or more of any class of units then outstanding, the
person or group will lose voting rights on all of its units and the units may not be voted on any matter relating to the succession, election,
removal, withdrawal, replacement or substitution of the general partner and will not be considered to be outstanding when sending notices of a
meeting of unitholders, calculating required votes, determining the presence of a quorum or for other similar purposes if the matter to be voted
on relates to the succession, election, removal, withdrawal, replacement or substitution of the general partner. Common units held in nominee or
street name account will be voted by the broker or other nominee in accordance with the instruction of the beneficial owner unless the
arrangement between the beneficial owner and his nominee provides otherwise.

Any notice, demand, request, report or proxy material required or permitted to be given or made to record holders of common units under our
partnership agreement will be delivered to the record holder by us or by the transfer agent.

Books and Reports. Our general partner is required to keep appropriate books of our business at our principal office. The books will be
maintained for both tax and financial reporting purposes on an accrual basis. For tax and fiscal reporting purposes, our fiscal year is the calendar
year.

We will furnish or make available to record holders of common units, within 120 days after the close of each fiscal year, an annual report
containing audited financial statements and a report on those financial statements by our independent public accountants. Except for our fourth
quarter, we will also furnish or make available unaudited financial information within 90 days after the close of each quarter.

We will furnish each record holder of a unit with information reasonably required for tax reporting purposes within 90 days after the close of
each calendar year. This information is expected to be furnished in summary form so that some complex calculations normally required of
partners can be avoided. Our ability to furnish this summary information to unitholders will depend on the cooperation of unitholders in
supplying us with specific information. Every unitholder will receive information to assist him in determining his federal and state tax liability
and filing his federal and state income tax returns, regardless of whether he supplies us with information.

Our partnership agreement provides that a limited partner can, for a purpose reasonably related to his interest as a limited partner, upon
reasonable demand and at his own expense, have furnished to him:

� a current list of the name and last known address of each partner;

� a copy of our tax returns;

� information as to the amount of cash, and a description and statement of the agreed value of any other property or services,
contributed or to be contributed by each partner and the date on which each became a partner;

� copies of our partnership agreement, the certificate of limited partnership of the partnership, related amendments and powers of
attorney under which they have been executed;
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� information regarding the status of our business and financial condition; and

� any other information regarding our affairs as is just and reasonable.
Our general partner may, and intends to, keep confidential from the limited partners trade secrets or other information the disclosure of which
our general partner believes in good faith is not in our best interests or which we are required by law or by agreements with third parties to keep
confidential.

Summary of Partnership Agreement. For a summary of the important provisions of our partnership agreement, many of which apply to holders
of common units, see �Description of Our Partnership Agreement� in this prospectus.
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CASH DISTRIBUTION POLICY

Distributions of Available Cash

General. Within approximately 45 days after the end of each quarter, Genesis Energy, L.P. will distribute all available cash to unitholders of
record on the applicable record date. However, there is no guarantee that we will pay a distribution on the common units in any quarter, and we
will be prohibited from making any distributions to unitholders if it would cause an event of default, or if an event of default then exists, under
our credit facility.

Definition of Available Cash. Available cash generally means, for each fiscal quarter, all cash on hand at the end of the quarter:

� less the amount of cash reserves that the general partner determines in its reasonable discretion is necessary or appropriate to:

� provide for the proper conduct of our business;

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

� provide funds for distributions to our unitholders and to our general partner for any one or more of the next four quarters;

� plus all cash on hand on the date of determination of available cash for the quarter resulting from working capital borrowings.
Working capital borrowings are generally borrowings that are made under our credit facility and in all cases are used solely for
working capital purposes or to pay distributions to partners.

Operating Surplus and Capital Surplus

General. All cash distributed to unitholders will be characterized either as operating surplus or capital surplus. We distribute available cash from
operating surplus differently than available cash from capital surplus.

Maintenance capital expenditures are capital expenditures made to maintain, over the long term, the operating capacity of our assets as they
existed at the time of the expenditure. Expansion capital expenditures are capital expenditures made to increase over the long term the operating
capacity of our assets as they existed at the time of the expenditure. The general partner has the discretion to determine how to allocate a capital
expenditure for the acquisition or expansion of our pipeline systems, storage facilities and related assets between maintenance capital
expenditures and expansion capital expenditures, and its good faith allocation will be conclusive. Maintenance capital expenditures reduce
operating surplus, from which we pay the minimum quarterly distribution, but expansion capital expenditures do not.

Definition of Operating Surplus. For any period, operating surplus generally means:

� our cash balance on the closing date of our initial public offering; plus

� $20.0 million (as described below); plus

� all of our cash receipts since the closing of our initial public offering, excluding cash from borrowings that are not working capital
borrowings, sales of equity and debt securities and sales or other dispositions of assets outside the ordinary course of business; plus
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� all of our operating expenses since the closing of our initial public offering, including the repayment of working capital borrowings
and the payment of capital expenditures, other than:

� repayments of indebtedness that are required in connection with the sale or other disposition of assets or that are made in
connection with the refinancing or refunding of indebtedness with the proceeds from new indebtedness or from the sale of
equity securities;

� expansion capital expenditures;

� transaction expenses relating to borrowings or refinancings of indebtedness (other than for working capital purposes), sales of
debt or equity securities or sales or other dispositions of assets other than in the ordinary course of business; less

� the amount of cash reserves that the general partner deems necessary or advisable to provide funds for future operating expenditures.
Definition of Capital Surplus. Capital surplus will generally be generated only by:

� borrowings other than working capital borrowings;

� sales of debt and equity securities; or

� sales or other disposition of assets for cash, other than inventory, accounts receivable and other current assets sold in the ordinary
course of business or as part of normal retirements or replacements of assets.

Characterization of Cash Distributions. We will treat all available cash distributed as coming from operating surplus until the sum of all
available cash distributed since we began operations equals the operating surplus as of the most recent date of determination of available cash.
We will treat any amount distributed in excess of operating surplus, regardless of its source, as capital surplus. We do not anticipate that we will
make any distributions from capital surplus. As reflected above, operating surplus includes $20.0 million in addition to our cash balance on the
closing date of our initial public offering, cash receipts from our operations and cash from working capital borrowings. This amount does not
reflect actual cash on hand at closing that is available for distribution to our unitholders. Rather, it is a provision that will enable us, if we
choose, to distribute as operating surplus up to $20 million of cash we receive in the future from non-operating sources, such as assets sales,
issuances of securities and long-term borrowings, which would otherwise be considered distributions of capital surplus. Any distributions of
capital surplus would trigger certain adjustment provisions in our partnership agreement as described below. See �� Distributions From Capital
Surplus� and �� Adjustment to the Minimum Quarterly Distribution and Target Distribution Levels.�

Distributions of Available Cash From Operating Surplus

We will make distributions of available cash from operating surplus in the following manner:

� First, 98% to all unitholders, pro rata, and 2% to the general partner until we distribute for each outstanding unit an amount equal to
the minimum quarterly distribution for that quarter; and

� Thereafter, in the manner described under ��Incentive Distribution Rights� below
Incentive Distribution Rights
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Incentive distribution rights represent the right to receive an increasing percentage of quarterly distributions of available cash from operating
surplus after the minimum quarterly distribution and the target distribution levels have been achieved. Our general partner holds all of the
incentive distribution rights. There are no restrictions on the ability of our general partner to transfer the incentive distribution rights.

If for any quarter we have distributed available cash from operating surplus to the common unitholders in an amount equal to the minimum
quarterly distribution, then we will distribute any additional available cash from operating surplus for that quarter among the unitholders and the
general partner in the following manner:

� First, 98% to all unitholders, pro rata, and 2% to the general partner, until each unitholder receives a total of $0.25 per unit for that
quarter (the �first target distribution�);
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� Second, 84.74% to all unitholders, pro rata, 13.26% to the holder of the incentive distribution rights and 2% to the general partner,
until each unitholder receives a total of $0.28 per unit for that quarter (the �second target distribution�);

� Third, 74.26% to all unitholders, pro rata, 23.47% to the holder of the incentive distribution rights and 2% to the general partner,
until each unitholder receives a total of $0.33 per unit for that quarter (the �third target distribution�); and

� Thereafter, 49.02% to all unitholders, pro rata, 48.98% to the holder of the incentive distribution rights and 2% to the general partner.
Percentage allocations of available cash from operating surplus

The following table illustrates the percentage allocations of the additional available cash from operating surplus between the unitholders and our
general partner up to the various target distribution levels. The amounts set forth under �Marginal Percentage Interest in Distributions� are the
percentage interests of our general partner and the unitholders in any available cash from operating surplus we distribute up to and including the
corresponding amount in the column �Total Quarterly Distribution Target Amount,� until available cash from operating surplus we distribute
reaches the next target distribution level, if any. The percentage interests shown for the unitholders and the general partner for the minimum
quarterly distribution are also applicable to quarterly distribution amounts that are less than the minimum quarterly distribution.

Marginal Percentage Interest in Distributions
Total Quarterly

Distribution
Target Amount Unitholders

General
Partner

Holder of Incentive
Distribution

Rights
Minimum Quarterly Distribution up to $0.20 98% 2% �  
First Target Distribution above $0.20 up to $0.25 98% 2% �  
Second Target Distribution above $0.25 up to $0.28 84.74% 2% 13.26%
Third Target Distribution above $0.28 up to $0.33 74.26% 2% 23.47%
Thereafter above $0.33 49.02% 2% 48.98%
Distributions from Capital Surplus

We will make distributions of available cash from capital surplus, if any, in the following manner:

� First, 98% to all unitholders, pro rata, and 2% to the general partner, until we distribute for each common unit that was issued in the
initial public offering, an amount of available cash from capital surplus equal to the initial public offering price; and

� Thereafter, we will make all distributions of available cash from capital surplus as if they were from operating surplus.
Effect of a Distribution from Capital Surplus. The partnership agreement treats a distribution of capital surplus as the repayment of the initial
unit price from the initial public offering, which is a return of capital. The initial public offering price less any distributions of capital surplus per
unit is referred to as the unrecovered initial unit price. Each time a distribution of capital surplus is made, the minimum quarterly distribution
and the target distribution levels will be reduced in the same proportion as the corresponding reduction in the unrecovered initial unit price.
Because distributions of capital surplus will reduce the minimum quarterly distribution, after any of these distributions are made, it may be
easier for the general partner to receive incentive distributions.

Once we distribute capital surplus on a unit in an amount equal to the initial unit price, we will reduce the minimum quarterly distribution and
the target distribution levels to zero and we will make all future distributions from operating surplus, with 49.02% being paid to the unitholders
and 50.98% to the general partner.
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Adjustment of Minimum Quarterly Distribution and Target Distribution Levels

In addition to adjusting the minimum quarterly distribution and target distribution levels to reflect a distribution of capital surplus, if we combine
our units into fewer units or subdivide our units into a greater number of units, we will proportionately adjust:

� the minimum quarterly distribution;

� the target distribution levels; and

� the unrecovered initial unit price.
For example, if a two-for-one split of the common units should occur, the minimum quarterly distribution, the target distribution levels and the
unrecovered initial unit price would each be reduced to 50% of its initial level. We will not make any adjustment by reason of the issuance of
additional units for cash or property.

In addition, if legislation is enacted or if existing law is modified or interpreted in a manner that causes us to become taxable as a corporation or
otherwise subject to taxation as an entity for federal, state or local income tax purposes, we will reduce the minimum quarterly distribution and
the target distribution levels by multiplying the same by one minus the sum of the highest marginal federal corporate income tax rate that could
apply and the effective overall state and local income tax rates. For example, if we became subject to a maximum marginal federal, and effective
state and local income tax rate of 38%, then the minimum quarterly distribution and the target distributions levels would each be reduced to 62%
of their previous levels.

Distributions of Cash Upon Liquidation

If we dissolve in accordance with our partnership agreement, we will sell or otherwise dispose of our assets in a process called a liquidation. We
will first apply the proceeds of liquidation to the payment of our creditors. We will distribute any remaining proceeds to the unitholders and the
general partner, in accordance with their capital account balances, as adjusted to reflect any gain or loss upon the sale or other disposition of our
assets in liquidation.

Manner of Adjustment for Gain. The manner of the adjustment is set forth in the partnership agreement. Upon liquidation, we will allocate any
gain to the partners in the following manner:

� First, to our general partner and the holders of units who have negative balances in their capital accounts to the extent of and in
proportion to those negative balances;

� Second, 98% to the common unitholders, pro rata, and 2% to the general partner, until the capital account for each common unit is
equal to the sum of:

(1) the unrecovered initial unit price; plus

(2) the amount of the minimum quarterly distribution for the quarter during which our liquidation occurs;

� Third, 98% to all unitholders, pro rata, and 2% to the general partner, pro rata, until we allocate under this paragraph an amount per
unit equal to:
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(1) the sum of the excess of the first target distribution per unit over the minimum quarterly distribution per unit for each quarter
of our existence; less

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the minimum
quarterly distribution per unit that was distributed 98% to the units, pro rata, and 2% to the general partner, pro rata, for each
quarter of our existence;
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� Fourth, 84.74% to all unitholders, pro rata, 13.26% to the holder of the incentive distribution rights and 2% to the general partner,
until we allocate under this paragraph an amount per unit equal to:

(1) the sum of the excess of the second target distribution per unit over the first target distribution per unit for each quarter of our
existence; less

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the first target
distribution per unit that was distributed 84.74% to the unitholders, pro rata, 13.26% to the holder of the incentive distribution
rights and 2% to the general partner for each quarter of our existence;

� Fifth, 74.26% to all unitholders, pro rata, 23.47% to the holder of the incentive distribution rights and 2% to the general partner, until
we allocate under this paragraph an amount per unit equal to:

(1) the sum of the excess of the third target distribution per unit over the second target distribution per unit for each quarter of our
existence; less

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the second target
distribution per unit that was distributed 74.26% to the unitholders, pro rata, 23.47% to the holder of the incentive distribution
rights and 2% to the general partner for each quarter of our existence;

� Thereafter, 49.02% to all unitholders, pro rata, 48.98% to the holder of the incentive distribution rights and 2% to the general partner.
Manner of Adjustment for Losses. Upon our liquidation, we will generally allocate any loss to the general partner and the unitholders in the
following manner:

� First, 98% to the holders of common units in proportion to the positive balances in their capital accounts and 2% to the general
partner until the capital accounts of the common unitholders have been reduced to zero; and

� Thereafter, 100% to the general partner.
Adjustments to Capital Accounts Upon the Issuance of Additional Units. We will make adjustments to capital accounts upon the issuance of
additional units. In doing so, we will allocate any gain or loss resulting from the adjustments to the unitholders and the general partner in the
same manner as we allocate gain or loss upon liquidation. In the event that we make positive interim adjustments to the capital accounts, we will
allocate any later negative adjustments to the capital accounts resulting from the issuance of additional units or distributions of property or upon
liquidation in a manner which results, to the extent possible, in the capital account balance of the general partner equaling the amount which
would have been in its capital account if no earlier positive adjustments to the capital accounts had been made.

DESCRIPTION OF OUR PARTNERSHIP AGREEMENT

The following is a summary of the material provisions of our partnership agreement. Our partnership agreement has been filed with the
Securities and Exchange Commission, and is incorporated by reference in this prospectus. The following provisions of our partnership
agreement are summarized elsewhere in this prospectus:

� allocations of taxable income and other tax matters are described under �Material Tax Consequences�; and
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� rights of holders of common units are described under �Description of Our Common Units.�
Purpose

Our purpose under our partnership agreement is to engage directly or indirectly in any business activity that is approved by our general partner
and that may be lawfully conducted by a limited partnership under the Delaware Act. All of our operations are conducted through our operating
company, Genesis Crude Oil, L.P., and its subsidiaries.
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Power of Attorney

Each limited partner, and each person who acquires a unit from a unitholder and executes and delivers a transfer application, grants to our
general partner and, if appointed, a liquidator, a power of attorney to, among other things, execute and file documents required for our
qualification, continuance or dissolution. The power of attorney also grants the general partner the authority to amend, and to make consents and
waivers under, our partnership agreement.

Reimbursements of Our General Partner

Our general partner does not receive any compensation for its services as our general partner. It is, however, entitled to be reimbursed for all of
its costs incurred in managing and operating our business. Our partnership agreement provides that our general partner will determine the
expenses that are allocable to us in any reasonable manner determined by our general partner in its sole discretion.

Issuance of Additional Securities

Our partnership agreement authorizes us to issue an unlimited number of additional partner securities and rights to buy partnership securities that
are equal in rank with or junior to our common units on terms and conditions established by our general partner in its sole discretion without the
approval of the unitholders.

It is possible that we will fund acquisitions through the issuance of additional common units or other equity securities. Holders of any additional
common units we issue will be entitled to share equally with the then-existing holders of common units in our distributions of available cash. In
addition, the issuance of additional equity securities may dilute the value of the interests of the then-existing holders of common units in our net
assets.

In accordance with Delaware law and the provisions of our partnership agreement, we may also issue additional equity securities that, in the sole
discretion of our general partner, may have special voting rights to which common units are not entitled.

Our general partner has the right, which it may from time to time assign in whole or in part to any of its affiliates, to purchase common units or
other equity securities whenever, and on the same terms that, we issue those securities to persons other than our general partner and its affiliates,
to the extent necessary to maintain its percentage interest, including its interest represented by common units, that existed immediately prior to
the issuance. The holders of common units will not have preemptive rights to acquire additional common units or other partnership securities.

Amendments to Our Partnership Agreement

Amendments to our partnership agreement may be proposed only by or with the consent of our general partner. Any amendment that materially
and adversely affects the rights or preferences of any type or class of limited partner interests in relation to other types or classes of limited
partner interests or our general partner interest will require the approval of at least a majority of the type or class of limited
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