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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 30, 2011

OR

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

For the transition period from to

Commission file number: 1-4998

ATLAS PIPELINE PARTNERS, L.P.

(Exact name of registrant as specified in its charter)
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DELAWARE 23-3011077
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

1550 Coraopolis Heights Road
Moon Township, Pennsylvania 15108
(Address of principal executive office) (Zip code)
Registrant s telephone number, including area code : (412) 262-2830

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer , accelerated filer and smaller reporting company in rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ™ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

The number of common units of the registrant outstanding on July 29, 2011 was 53,582,190.
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Glossary of Terms

Definitions of terms and acronyms generally used in the energy industry and in this report are as follows:

BPD

BTU

Condensate

FASB
Fractionation
GAAP

IFRS
Keep-Whole

L.P.
MCF
MCFD
MMBTU
MMCFD
NGL(s)

Percentage of Proceeds,
( POP )

Residue gas
SEC

Y-grade

Table of Contents

Barrels per day. Barrel - measurement for a standard US barrel is 42 gallons. Crude oil and condensate are
generally reported in barrels.

British thermal unit, a basic measure of heat energy

Liquid hydrocarbons present in casinghead gas that condense within the gathering system and are removed prior to
delivery to the gas plant. This product is generally sold on terms more closely tied to crude oil pricing.

Financial Accounting Standards Board

The process used to separate an NGL stream into its individual components.
Generally Accepted Accounting Principles

International Financial Reporting Standards

Contract with producer whereby plant operator pays for or returns gas having an equivalent BTU content to the gas
received at the well-head.

Limited Partner or Limited Partnership
Thousand cubic feet

Thousand cubic feet per day

Million British thermal units

Million cubic feet per day

Natural Gas Liquid(s), primarily ethane, propane, normal butane, isobutane and natural gasoline

Contract with natural gas producers whereby the plant operator retains a negotiated percentage of the sale proceeds.
The portion of natural gas remaining after natural gas is processed for removal of NGLs and impurities.
Securities and Exchange Commission

A term utilized in the industry for the NGL stream prior to fractionation, also referred to as raw mix.
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ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES

Current assets:

Cash and cash equivalents
Accounts receivable

Notes receivable

Prepaid expenses and other

Total current assets

Property, plant and equipment, net
Intangible assets, net

Investment in joint ventures
Long-term portion of derivative asset
Other assets, net

Total assets

PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS (Unaudited)

(in thousands)

ASSETS

LIABILITIES AND EQUITY

Current liabilities:

Current portion of long-term debt
Accounts payable affiliates
Accounts payable

Accrued liabilities

Accrued interest payable

Current portion of derivative liability
Accrued producer liabilities
Distribution payable

Total current liabilities

Long-term portion of derivative liability
Long-term debt, less current portion
Other long-term liability

Commitments and contingencies

Equity:

General Partner s interest

Class C preferred limited partner s interest
Common limited partners interests
Accumulated other comprehensive loss

Table of Contents

June 30,
2011

$ 166
114,642
8,500
16,496

139,804

1,413,104
114,827
85,687
4,418
21,425

$ 1,779,265

$ 217
2,318
48,051
28,040
1,017

6,404
89,006

175,053
976
358,744
173

24,199

1,259,337
(7,820)

December 31,
2010

$ 164
99,759

15,118

115,041

1,341,002
126,379
153,358

29,068

$ 1,764,848

$ 210
12,280
29,382
30,013

1,921
4,564
72,996
240

151,606
5,608

565,764
223

20,066

8,000

1,057,342
(11,224)
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Total partners capital 1,275,716 1,074,184
Non-controlling interest (31,397) (32,537)
Total equity 1,244,319 1,041,647
Total liabilities and equity $1,779.265  $ 1,764,848

See accompanying notes to consolidated financial statements
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ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per unit data)

Revenue:

Natural gas and liquids

Transportation, processing and other fees  third parties
Transportation, processing and other fees  affiliates
Other income (loss), net

Total revenue and other income (loss), net

Costs and expenses:

Natural gas and liquids

Plant operating

Transportation and compression

General and administrative
Compensation reimbursement  affiliates
Other costs

Depreciation and amortization

Interest

Total costs and expenses

Equity income in joint ventures
Gain (loss) on asset sale
Loss on early extinguishment of debt

Income (loss) from continuing operations

Discontinued operations:
Loss on sale of discontinued operations
Earnings from discontinued operations

Income (loss) from discontinued operations

Net income

Income attributable to non-controlling interests
Preferred unit dividends

Net income (loss) attributable to common limited partners and the General Partner

Table of Contents

(Unaudited)

Three Months Ended
June 30,
2011 2010
$ 330,168 $ 198,162
10,380 9,743
55 155
9,582 8,167
350,185 216,227
274,176 162,816
13,381 11,981
151 232
8,193 5,817
462 375
575
19,123 18,624
6,145 24,595
322,206 224,440
687 888
(273)
(19,574)
8,819 (7,325)
7,976
7,976
8,819 651
(1,545) (945)
(149)
$ 7,125 $ (294)

Six Months Ended
June 30,
2011 2010
$ 596,477 $ 421,500
19,668 19,662
177 331
9,274) 14,887
607,048 456,380
492,468 342,575
26,155 23,940
335 421
16,791 15,193
881 750
575
38,028 37,081
18,590 50,998
593,823 470,958
1,149 2,350
255,674
(19,574)
250,474 (12,228)
(31)
14,757
(81) 14,757
250,393 2,529
(2,732) (2,262)
(389)
$247,272 $ 267
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ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

(in thousands, except per unit data)

Allocation of net income (loss) attributable to:

Common limited partner interest:

Continuing operations
Discontinued operations

General Partner interest:

Continuing operations
Discontinued operations

Net income (loss) attributable to:

Continuing operations
Discontinued operations

Net income (loss) attributable to common limited partners per unit:

Basic:
Continuing operations
Discontinued operations

Weighted average common limited partner units (basic)

Diluted:
Continuing operations

Discontinued operations Diluted

Weighted average common limited partner units (diluted)

Table of Contents

Three Months Ended
June 30,

2011 2010
$ 6,982 $(8,112)
7,824
6,982 (288)
143 (158)
152
143 (6)
7,125 (8,270)
7,976
$ 7,125 $ (294
$ 013 $ (0.15)
0.14
$ 013 $ (0.01)
53,517 53,214
$ 013 $ (0.15)
0.14
$ 0.13 $ (0.01)
53,909 53,214

See accompanying notes to consolidated financial statements

Six Months Ended
June 30,
2011 2010
$ 242,381 $ (14,213)
79) 14,475
242,302 262
4,972 277)
2) 282
4,970 5
247,353 (14,490)
(81) 14,757

$247272  $ 267

$ 450 $ (0.27)
0.27
$ 450 $
53,446 53,033
$ 450 $ (0.27)
0.27
$ 450 §
53,878 53,033
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Balance at January 1, 2011

ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF EQUITY (Unaudited)
FOR THE SIX MONTHS ENDED JUNE 30, 2011

(in thousands, except unit data)

Number of Limited
Partner Units Class C Accumulated
Preferred Common Other Non-
Class C Limited Limited General Comprehensive controlling
Preferred Common Partner Partners Partner Loss Interest

8,000 53,338,010 $ 8,000 $1,057,342 $20,066 $ (11,224) $ (32,537) $1,041,647

Redemption of Class C
cumulative preferred limited
partner units

Distributions paid
Distributions paid to
non-controlling interests
Distributions payable

Issuance of units under incentive
plans

Repurchase and retirement of
common limited partner units
Unissued units under incentive
plans

Other comprehensive income
Net income

Balance at June 30, 2011

Table of Contents

(8,000) (8,000) (8,000)
(629) (41,481) (837) (42,947)
(1,592) (1,592)
240 240
259,900 468 468
(23,345) (812) (812)
1,518 1,518
3,404 3,404
389 242,302 4,970 2,732 250,393
53,574,565 $ $1,259,337 $24,199 § (7.820) $ (31,397) $1,244,319

See accompanying notes to consolidated financial statements
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ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Less: Income (loss) from discontinued operations

Net income (loss) from continuing operations

(in thousands)

Six Months Ended
June 30,
2011 2010

$ 250,393 $ 2,529

Adjustments to reconcile net income (loss) from continuing operations to net cash provided by operating

activities:

Depreciation and amortization

Equity income in joint venture

Distributions received from joint venture
Non-cash compensation expense

Gain on asset sales

Loss on early extinguishment of debt
Amortization of deferred finance costs

Change in operating assets and liabilities:
Accounts receivable, prepaid expenses and other
Accounts payable and accrued liabilities
Accounts payable and accounts receivable affiliates
Derivative accounts payable and receivable

Net cash provided by continuing operating activities
Net cash provided by discontinued operating activities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital contribution to equity investment

Capital expenditures

Acquisition of equity investment

Net proceeds related to asset sales

Other

Net cash provided by (used in) continuing investing activities

Net cash used in discontinued investing activities

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings under credit facility

Repayments under credit facility

Repayment of debt

Payment of premium on early retirement of debt
Principal payments on capital lease

Table of Contents

(81) 14,757
250,474 (12,228)
38,028 37,081

(1,149) (2,350)
1,764 6,450
1,679 2,027

(255,674)

19,574

2,301 3,182
(16,301) 41,153

24,982 (16,110)

(9,962) 4,610

(3,806) (11,071)

51,910 52,744

4,382
51,910 57,126
(12,250) (5,614)
(91,969) (19,835)
(85,000)
411,480
382 454
222,643 (24,995)
(81) (4,382)
222,562 (29.377)
387,000 219,000
(314,500) (260,000)
(279,557) (7,660)
(14,342)
(104) (270)
11
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Net proceeds from issuance of common limited partner units

Purchase and retirement of treasury units

Net proceeds from issuance of preferred limited partner units

Redemption of preferred limited partner units

Net distributions to non-controlling interest holders

Distributions paid to common limited partners, the General Partner and preferred limited partners
Other

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes to consolidated financial statements
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468
(812)

(8,000)
(1,592)
(42,947)
(34)

(274,470)

164

166

15,319
8,000
(3,222)

223

(28,610)

(861)
1,021

160

12
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ATLAS PIPELINE PARTNERS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2011
(Unaudited)
NOTE 1 BASIS OF PRESENTATION

Atlas Pipeline Partners, L.P. (the Partnership ) is a publicly-traded (NYSE: APL) Delaware limited partnership engaged in the gathering and
processing of natural gas in the Mid-Continent and Appalachia regions and the transportation of NGLs in the Mid-Continent. The Partnership s
operations are conducted through subsidiary entities whose equity interests are owned by Atlas Pipeline Operating Partnership, L.P. (the

Operating Partnership ), a wholly-owned subsidiary of the Partnership. At June 30, 2011, Atlas Pipeline Partners GP, LLC (the General Partner )
owned a combined 2.0% general partner interest in the consolidated operations of the Partnership, through which it manages and effectively
controls both the Partnership and the Operating Partnership. The remaining 98.0% ownership interest in the consolidated operations consists of
limited partner interests. At June 30, 2011, the Partnership had 53,574,565 common units outstanding, including 1,641,026 common units held
by the General Partner and 4,113,227 common units held by Atlas Energy, L.P., a publicly-traded partnership (NYSE: ATLS), formerly known
as Atlas Pipeline Holdings, L.P. The General Partner is a wholly-owned subsidiary of Atlas Energy, L.P.

On February 17, 2011, Atlas Energy, Inc., a formerly publicly-traded company, completed an agreement and plan of merger with Chevron
Corporation ( Chevron ), pursuant to which, among other things, Atlas Energy, Inc. became a wholly-owned subsidiary of Chevron (the Chevron
Merger ). At the time of the Chevron Merger, Atlas Energy, Inc. owned a 64.3% ownership interest in Atlas Energy, L.P. s common units, and
1,112,000 of the Partnership s common units, along with 8,000 $1,000 par value 12% cumulative Class C preferred limited partner units. The
Partnership s common units and 12% cumulative Class C preferred units held directly by Atlas Energy, Inc. were acquired by Chevron as part of
the Chevron Merger. Atlas Energy, Inc. contributed Atlas Energy, L.P. s general partner, Atlas Energy GP, LLC (formerly known as Atlas
Pipeline Holdings GP, LLC) to Atlas Energy, L.P., so that Atlas Energy GP, LLC became Atlas Energy, L.P. s wholly-owned subsidiary. In
addition, Atlas Energy, Inc. distributed to its stockholders all Atlas Energy, L.P. s common units that it held. On May 27, 2011, the Partnership
redeemed the 8,000 $1,000 par value 12% cumulative Class C preferred limited partner units held by Chevron (see Note 5).

The Partnership has adjusted its consolidated financial statements and related footnote disclosures presented within this Form 10-Q from the
amounts previously presented to reflect the September 16, 2010 sale of its Elk City and Sweetwater, Oklahoma natural gas gathering systems
(collectively Elk City ) (see Note 4). The Partnership has retrospectively adjusted its prior period consolidated financial statements to reflect the
amounts related to the operations of Elk City as discontinued operations.

The accompanying consolidated financial statements, which are unaudited except that the balance sheet at December 31, 2010 is derived from
audited financial statements, are presented in accordance with the requirements of Form 10-Q and accounting principles generally accepted in
the United States for interim reporting. They do not include all disclosures normally made in financial statements contained in Form 10-K. In
management s opinion, all adjustments necessary for a fair presentation of the Partnership s financial position, results of operations and cash
flows for the periods disclosed have been made. These interim consolidated financial statements should be read in conjunction with the audited
financial statements and notes thereto presented in the Partnership s Annual Report on Form 10-K for the year ended December 31, 2010. The
results of operations for the six month period ended June 30, 2011 may not necessarily be indicative of the results of operations for the full year
ending December 31, 2011.

Table of Contents 13
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

In addition to matters discussed further within this note, a more thorough discussion of the Partnership s significant accounting policies is
included in its audited consolidated financial statements and notes thereto in its Annual Report on Form 10-K for the year ended December 31,
2010.

Capitalized Interest

The Partnership capitalizes interest on borrowed funds related to capital projects only for periods that activities are in progress to bring these
projects to their intended use. The weighted average interest rate used to capitalize interest on borrowed funds was 7.3% and 7.4% for the three
months ended June 30, 2011 and 2010, respectively, and 7.7% and 7.4% for the six months ended June 30, 2011 and 2010, respectively. The
amount of interest capitalized was $1.1 million and $0.2 million for the three months ended June 30, 2011 and 2010, respectively, and $1.3
million and $0.3 million for the six months ended June 30, 2011 and 2010, respectively.

Intangible Assets

The Partnership has recorded intangible assets with finite lives in connection with certain consummated acquisitions. The following table
reflects the components of intangible assets being amortized at June 30, 2011 and December 31, 2010 (in thousands):

Estimated
June 30, December 31, Useful Lives
2011 2010 In Years
Customer relationships:
Gross carrying amount $ 205,313 $ 205,313 7 10
Accumulated amortization (90,486) (78,934)
Net carrying amount $ 114,827 $ 126,379

The Partnership amortizes intangible assets with finite useful lives over their estimated useful lives. If an intangible asset has a finite useful life,
but the precise length of that life is not known, that intangible asset must be amortized over the best estimate of its useful life. At a minimum, the
Partnership will assess the useful lives of all intangible assets on an annual basis to determine if adjustments are required. The estimated useful
life for the Partnership s customer relationship intangible assets is based upon the estimated average length of non-contracted customer
relationships in existence at the date of acquisition, adjusted for management s estimate of whether these individual relationships will continue in
excess or less than the average length. The weighted-average amortization period for customer relationships is 9.1 years. The Partnership
recorded amortization expense on intangible assets of $5.8 million for both the three months ended June 30, 2011 and 2010, and $11.6 million
for both the six months ended June 30, 2011 and 2010 on its consolidated statements of operations. Amortization expense related to intangible
assets is estimated to be as follows for each of the next five calendar years: 2011 to 2013 - $23.1 million per year; 2014 - $19.5 million; 2015 -
$14.5 million.

Stock-Based Compensation

All share-based payments to employees, including grants of employee stock options, are recognized in the financial statements based on their
fair values and are generally accounted for as equity on the Partnership s consolidated balance sheets. Share-based awards, which have a cash
option, are classified as liabilities on the Partnership s consolidated balance sheets. All other share-based awards are classified as equity on the
Partnership consolidated balance sheets. Compensation expense associated

10
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with share-based payments is recognized within general and administrative expenses on the Partnership s statements of operations from the date
of the grant through the date of vesting, amortized on a straight-line method. Generally, no expense is recorded for awards that do not vest due to
forfeiture.

Net Income (Loss) Per Common Unit

Basic net income (loss) attributable to common limited partners per unit is computed by dividing net income (loss) attributable to common

limited partners by the weighted average number of common limited partner units outstanding during the period. Net income (loss) attributable

to common limited partners is determined by deducting net income attributable to participating securities, if applicable, and net income (loss)
attributable to the General Partner s and the preferred unitholders interests. The General Partner s interest in net income (loss) is calculated on a
quarterly basis based upon its 2% general partner interest and incentive distributions to be distributed for the quarter (see Note 6), with a priority
allocation of net income to the General Partner s incentive distributions, if any, in accordance with the partnership agreement, and the remaining
net income (loss) allocated with respect to the General Partner s and limited partners ownership interests.

The Partnership presents net income (loss) per unit under the two-class method for master limited partnerships, which considers whether the
incentive distributions of a master limited partnership represent a participating security when considered in the calculation of earnings per unit
under the two-class method. The two-class method considers whether the partnership agreement contains any contractual limitations concerning
distributions to the incentive distribution rights that would impact the amount of earnings to allocate to the incentive distribution rights for each
reporting period. If distributions are contractually limited to the incentive distribution rights share of currently designated available cash for
distributions as defined under the partnership agreement, undistributed earnings in excess of available cash should not be allocated to the
incentive distribution rights. Under the two-class method, management of the Partnership believes that the partnership agreement contractually
limits cash distributions to available cash and, therefore, undistributed earnings are not allocated to the incentive distribution rights.

Unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are
participating securities and are included in the computation of earnings per unit pursuant to the two-class method. The Partnership s phantom unit
awards, which consist of common units issuable under the terms of its long-term incentive plans and incentive compensation agreements (see
Note 13), contain non-forfeitable rights to distribution equivalents of the Partnership. The participation rights result in a non-contingent transfer
of value each time the Partnership declares a distribution or distribution equivalent right during the award s vesting period. However, unless the
contractual terms of the participating securities require the holders to share in the losses of the entity, net loss is not allocated to the participating
securities. As such, the net income (loss) utilized in the calculation of net income (loss) per unit must be after the allocation of only net income

to the phantom units on a pro-rata basis.

11
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The following is a reconciliation of net income (loss) from continuing operations and net income from discontinued operations allocated to the
General Partner and common limited partners for purposes of calculating net income (loss) attributable to common limited partners per unit (in
thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Continuing operations:
Net income (loss) $ 8,819 $(7,325) $250,474 $(12,228)
Income attributable to non-controlling interest (1,545) (945) (2,732) (2,262)
Preferred unit dividends (149) (389)
Net income (loss) attributable to common limited partners and the General
Partner 7,125 (8,270) 247,353 (14,490)
Less: net income (loss) attributable to the General Partner s ownership
interests 143 (158) 4972 277)
Net income (loss) attributable to common limited partners 6,982 (8,112) 242,381 (14,213)
Less: Net income attributable to participating securities phantom unit 51 1,940
Net income (loss) utilized in the calculation of net income (loss) from
continuing operations attributable to common limited partners per unit $ 6,931 $8,112)  $240,441 $(14,213)
Discontinued operations:
Net income (loss) $ $ 7,976 $ (81) $ 14,757
Less: net income (loss) attributable to the General Partner s ownership
interests 152 2) 282
Net income (loss) utilized in the calculation of net income from
discontinued operations attributable to common limited partners per unit $ $ 7,824 $ (79) $ 14,475

(1) Restated to reflect amounts reclassified to discontinued operations due to the sale of Elk City (see Note 4).

(2) Netincome attributable to common limited partners ownership interest is allocated to the phantom units on a pro-rata basis (weighted
average phantom units outstanding as a percentage of the sum of the weighted average phantom units and common limited partner units
outstanding). For the three and six months ended June 30, 2010, net loss attributable to common limited partners ownership interest is not
allocated to approximately 112,000 and 81,000 phantom units, respectively, because the contractual terms of the phantom units as
participating securities do not require the holders to share in the losses of the entity.

Diluted net income (loss) attributable to common limited partners per unit is calculated by dividing net income (loss) attributable to common

limited partners, plus income allocable to participating securities, by the sum of the weighted average number of common limited partner units

outstanding plus the dilutive effect of outstanding participating securities and unit option awards, as calculated by the treasury stock method.

Unit options consist of common units issuable upon payment of an exercise price by the participant under the terms of the Partnership s

long-term incentive plans (see Note 13).

12
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The following table sets forth the reconciliation of the Partnership s weighted average number of common limited partner units used to compute
basic net income (loss) attributable to common limited partners per unit with those used to compute diluted net income (loss) attributable to
common limited partners per unit (in thousands):

Three Months Ended Six Months Ended

June 30, June 30,
2011 2010 2011 2010
Weighted average number of common limited partner units  basic 53,517 53,214 53,446 53,033
Add effect of participating securities phantom unif® 392 432
Add effect of dilutive option incentive awards®
Weighted average common limited partner units  diluted 53,909 53,214 53,878 53,033

(1) For the three and six months ended June 30, 2010, approximately 112,000 and 81,000 phantom units, respectively, were excluded from the
computation of diluted earnings attributable to common limited partners per unit because the inclusion of such phantom units would have
been anti-dilutive.

(2) For the three and six months ended June 30, 2010, 100,000 unit options were excluded from the computation of diluted earnings
attributable to common limited partners per unit because the inclusion of such unit options would have been anti-dilutive. There were no
unit options outstanding for the three and six months ended June 30, 2011.

Comprehensive Income

Comprehensive income includes net income (loss) and all other changes in the equity of a business during a period from transactions and other
events and circumstances from non-owner sources. These changes, other than net income (loss), are referred to as other comprehensive income
or OCI and for the Partnership only include changes in the fair value of unsettled derivative contracts which were previously accounted for as
cash flow hedges (see Note 9). The following table sets forth the calculation of the Partnership s comprehensive income (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Net income $ 8,819 $ 651 $ 250,393 $ 2,529
Income attributable to non-controlling interests (1,545) (945) (2,732) (2,262)
Preferred unit dividends (149) (389)
Net income (loss) attributable to common limited partners and the General
Partner 7,125 (294) 247272 267
Other comprehensive income:
Adjustment for realized losses on derivatives reclassified to net income
(loss) 1,702 10,715 3,404 21,433
Comprehensive income $ 8,827 $ 10,421 $ 250,676 $21,700

Revenue Recognition

The Partnership s revenue primarily consists of the sale of natural gas and NGLs along with the fees earned from its gathering and processing
operations. Under certain agreements, the Partnership purchases natural gas from producers and moves it into receipt points on its pipeline
systems, and then sells the natural gas, or produced NGLs, if any, off of delivery points on its systems. Under other agreements, the Partnership
gathers natural gas across its systems, from receipt to delivery point, without taking title to the natural gas. Revenue associated with the physical
sale of natural gas is recognized upon physical delivery of the natural gas. In connection with the Partnership s gathering and processing
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operations, it enters into the following types of contractual relationships with its producers and shippers:

Fee-Based Contracts. These contracts provide a set fee for gathering and/or processing raw natural gas. Revenue is a function of the volume of
natural gas that the Partnership gathers and processes
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and is not directly dependent on the value of the natural gas. The Partnership is also paid a separate compression fee on many of its systems. The
fee is dependent upon the volume of gas flowing through its compressors and the quantity of compression stages utilized to gather the gas.

Percentage of Proceeds ( POP ) Contracts. These contracts provide for the Partnership to retain a negotiated percentage of the sale proceeds
from residue gas and NGLs it gathers and processes, with the remainder being remitted to the producer. In this contract-type, the Partnership and
the producer are directly dependent on the volume of the commodity and its value; the Partnership effectively owns a percentage of the
commodity and revenues are directly correlated to its market value. POP contracts may include a fee component which is charged to the
producer.

Keep-Whole Contracts. These contracts require the Partnership, as the processor and gatherer, to gather or purchase raw natural gas at current
market rates. The volume of gas gathered or purchased is based on the measured volume at an agreed upon location (generally at the wellhead).
The volume of gas redelivered or sold at the tailgate of the Partnership s processing facility will be lower than the volume purchased at the
wellhead primarily due to NGLs extracted when processed through a plant. The Partnership must make up or keep the producer whole for this
loss in volume. To offset the make-up obligation, the Partnership retains the NGLs which are extracted and sells them for its own account.
Therefore, the Partnership bears the economic risk (the processing margin risk ) that (i) the volume of residue gas available for redelivery to the
producer may be less than received from the producer; or (ii) the aggregate proceeds from the sale of the processed natural gas and NGLs could
be less than the amount that the Partnership paid for the unprocessed natural gas. In order to help mitigate the risk associated with Keep-Whole
contracts the Partnership generally imposes a fee to gather the gas that is settled under this arrangement. Also, because the natural ga