BREITBURN ENERGY PARTNERS L.P.

FORM 8-K

(Current report filing)

Filed 07/18/08 for the Period Ending 07/18/08

Address 515 SOUTH FLOWER STREET, SUITE 4800
LOS ANGELES, CA 90071
Telephone (213) 225-5900
CIK 0001357371
Symbol BBEP
SIC Code 1311 - Crude Petroleum and Natural Gas
Industry  Oil & Gas - Integrated
Sector Energy
Fiscal Year 12/31

http://www.edgar-online.com
© Copyright 2008, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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July 18, 2008 (July 18, 2008)

BREITBURN ENERGY PARTNERS L.P.

(Exact name of registrant as specified in its chaetr)

Delaware 001-33055 74-3169953
(State or other jurisdiction of (Commission (IRS Employer
incorporation or organization) File Number) Identification No.)

515 South Flower Street, Suite 4800
Los Angeles, CA 90071
(Address of principal executive office)

(213) 225-5900
(Registrant’s telephone number, including area fode

Check the appropriate box below if the Form 8-kflis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions:

O Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.425)
O Soliciting material pursuant to Rule 14a-12 undher Exchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Rue2{l#) under the Exchange Act (17 CFR 240.14d-2(b))

O Pre-commencement communications pursuant to Rde4{d under the Exchange Act (17 CFR 240.13e-4(c))




Item 8.01 Other Events

As previously disclosed in a Current Report on F8ki filed on June 23, 2008, on June 17, 2008,tBteh Energy Partners L.P. (the
“Partnership”) purchased 14,404,962 common unfisasenting limited partnership interests in theri@aship (“Common Units”) from
subsidiaries of Provident Energy Trust (“Providgrigtr a purchase price of $335,033,175 (the “Commdait Purchase”). These units have
been cancelled and are no longer outstanding. @hedtship also purchased Provider#5.55% limited liability company interest in Biigiirn
Management Company, LLC (“BreitBurn Management"hjet owned BreitBurn GP, LLC (the “General Partetfie general partner of the
Partnership, for a purchase price of $9,966,825 ‘BreitBurn Management Purchase”). Also on June2DD8, the Partnership entered into a
contribution agreement (the “Contribution Agreenigentth the General Partner, BreitBurn Management BreitBurn Energy Corporation
(“BreitBurn Corporation”), which is wholly owned lihe CoChief Executive Officers of the General Partnerlbde S. Washburn and Rand
H. Breitenbach, pursuant to which BreitBurn Corpioracontributed its 4.45% limited liability compgamterest in BreitBurn Management to
the Partnership in exchange for 19,955 Common W@mitsBreitBurn Management contributed its 100%tkahiliability company interest in the
General Partner to the Partnership. On the sanee tti& Partnership entered into Amendment No.thdd-irst Amended and Restated
Agreement of Limited Partnership of the Partnerspipsuant to which the economic portion of the &ehPartness 0.66473% general partr
interest in the Partnership was eliminated. Assalteof these transactions (collectively, the “Fa®e, Contribution and Partnership
Transactions”), the General Partner and BreitBuemdyement became wholly owned subsidiaries of anmé&rship.

On June 17, 2008, in connection with the Purch@satribution and Partnership Transactions, theneaship and its wholly owned
subsidiaries entered into the First Amendment teeAded and Restated Credit Agreement, Limited WaindrConsent and First Amendment
to Security Agreement (the “Amendment No. 1 to @rédreement”), with Wells Fargo Bank, National Asgation, as administrative agent.
Amendment No. 1 to Credit Agreement increased treolving base available under the Amended and ResGredit Agreement dated
November 1, 2007 to $900 million. The Partnerstipduborrowings undi’Amendment No. 1 to Credit Agreement to finance@oenmon Uni
Purchase and the BreitBurn Management Purchase.

The following table presents the capitalizatioritef Partnership’s purchase of Common Units fronvident, accounted for as a buy back
and cancellation of limited partnership interests:

As of March 31, 2008

Actual Pro Forma Pro Forma
Thousands of dollars Results Adjustments * as Adjusted
Long-term debt 331,00( 336,21¢ 667,21¢
Partner's equity 1,354,13! (336,21 1,017,92.
Total capitalization $ 1,685,131 $ - $ 1,685,13:

* includes $1.2 million in transaction costs

The following table presents the purchase pricecation of the Partnership’s purchase of Provideinterest in BreitBurn Management.
This transaction resulted in BreitBurn Managemestdming a wholly owned subsidiary of the Partngrsimd was accounted for as a business
combination:

Oil and gas properties 9,48¢
Non-oil and gas assets 4,34:
Other long-term assets 13,87:
Current liabilities (25,039
Long-term liabilities (14,909

$ 9,961




Item 8.01 Other Events.

We are filing the audited consolidated balance tsbeBreitBurn GP, LLC, the General Partner andssdilries as of December 31, 2007,
which is included as Exhibit 99.1 to this CurremipRrt on Form 8-K and the unaudited consolidatéanoa sheet of BreitBurn GP, LLC as of
June 30, 2008, which is included as Exhibit 99.thte Current Report on Form 8-K.

Item 9.01 Financial Statements and Exhibits.

(@) Financial Statements of Businesses Acquired.
Not applicable.

(b) Pro Forma Financial Information.
Not applicable.

(c) Shell Company Transactions.
Not applicable.

(d) Exhibits.
99.1 Audited Consolidated Balance Sheet as of Decembe2®7
99.2 Unaudited Consolidated Balance Sheet as of Jun20R®,
99.3 Consent of Independent Registered Public Accouriing

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be signed on its ber
by the undersigned thereunto duly authorized.

BREITBURN ENERGY PARTNERS L.F

By: BREITBURN GP, LLC,
its general partner

By: /sl James G. Jackson

James G. Jackson
Chief Financial Officer of BreitBurn GP, LLC

Dated: July 18, 2008




INDEX TO EXHIBITS

EXHIBIT NO. DESCRIPTION

99.1 Audited Consolidated Balance Sheet of BreitBurn QR and capital subsidiaries at December 31, 209 the related
notes thereto.

99.2 Unaudited Consolidated Balance Sheet of BreitBuPy I3.C at June 30, 2008 and the related notestthere

99.3 Consent of Independent Registered Public Accouriing
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EXHIBIT 99.1
Report of Independent Auditors

To the Board of Directors of BreitBurn GP, LLC

In our opinion, the accompanying consolidated bedasheet presents fairly, in all material respebtsfinancial position of BreitBurn GP, L1
(the “General Partner”) and its subsidiaries atddelger 31, 2007 in conformity with accounting prpies generally accepted in the United
States of America. This financial statement isrponsibility of the General Partner's managemantresponsibility is to express an opinion
on this financial statement based on our audit.céfeucted our audit of this statement in accordaviteauditing standards generally acce|

in the United States of America, which require thatplan and perform the audit to obtain reasonafdeirance about whether the balance

is free of material misstatement. An audit includgamining, on a test basis, evidence supportiagithounts and disclosures in the balance
sheet, assessing the accounting principles usedignificant estimates made by management, andiatnad) the overall balance sheet
presentation. We believe that our audit of the tzdasheet provides a reasonable basis for ourawpini

PricewaterhouseCoopers LLP
Los Angeles, CA
July 18, 2008




BreitBurn GP, LLC and Subsidiaries

Consolidated Balance Sheet

December 31,

Thousands of dollars 2007
ASSETS
Current assets:
Cash and cash equivalents $ 5,92¢
Accounts receivable 44,20:
Non-hedging derivative instruments (note 12) 94¢
Related party receivables (note 8) 35,56¢
Inventory (note 6) 5,704
Prepaid expenses 2,08:
Intangibles - current portion (note 4) 3,16¢
Other current assets 16C
Total current assets 97,76:
Equity investments 15,64¢
Property, plant and equipment
Oil and gas properties (note 4) 1,910,94.
Non-oil and gas assets (note 4) 56€
1,911,50!
Accumulated depletion and depreciation (47,029
Net property, plant and equipment 1,864,48
Other long-term assets
Intangibles (note 4) 3,22¢
Other long-term assets 5,437
Total assets $ 1,986,55!
LIABILITIES AND MEMBERS' EQUITY
Current liabilities:
Accounts payable $ 13,91(
Book overdraft 1,92(
Non-hedging derivative instruments (note 12) 35,17:
Revenue distributions payables 21,26¢
Related party payables (note 8) 10,137
Accrued liabilities and other current liabilities 8,27¢
Total current liabilities 90,68
Long-term debt (note 9) 370,40(
Long-term related party payables (nhote 8) 1,532
Deferred income taxes (note 5) 3,074
Asset retirement obligation (note 10) 27,81¢
Non-hedging derivative instruments (note 12) 65,69¢
Other long-term liability 2,00(
Total liabilities 561,20«
Minority interests (note 18) 1,424,32
Commitments and contingencies (note 14)
Members' equity (note 11) 1,02¢
Total liabilities and members' equity $ 1,986,55!

See accompanying notes to consolidated balancé shee
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Notes to Consolidated Financial Statements

1. Organization and Operations

BreitBurn GP, LLC (“BreitBurn GP” or the “GeneraéRner”) is a Delaware limited liability companyrfieed on March 23, 2006 for the
purpose of becoming the general partner of BreitHtmergy Partners L.P. (the “Partnership”). Theraship was formed on the same date to
acquire properties (the “Partnership Propertiesiinfits predecessor, BreitBurn Energy Company,(thE “Predecessor” or “BreitBurn
Energy”). The Partnership engages in the acquisitievelopment, and production of oil and natuea groperties and conducts its operations
through its wholly-owned subsidiaries BreitBurn @qing L.P. (“OLP”) and OLP’s general partner BBaitn Operating GP, LLC (“OGP”").
References in this filing to “we,” “our,” “us” oike terms refer to the General Partner, BreitBulR G_C.

On October 10, 2006, the Partnership completeditial public offering of 6,000,000 common unitspresenting limited partner interests
in the Partnership (“Common Units”) at $18.50 peit,uor $17.205 per unit after payment of the umdéing discount. Total proceeds from the
sale of the Common Units in the initial public offey were $111 million, before underwriting discésiand offering costs, of approximately
$7.8 million and $4.1 million, respectively. TherP@rship used the net proceeds of $99.1 milliom#dke distributions of $62.6 million to
Provident Energy Trust (“Provident”) and BreitBuEnergy Corporation (“BreitBurn Corporation”) andrpay $36.5 million in assumed
indebtedness. The historical relationship betwberPredecessor, Provident and BreitBurn Corpordgifurther discussed under the caption
“BreitBurn Energy Company L.Pihcluded elsewhere in this note. On November 162€te underwriters exercised their option to pasghal
additional 900,000 Common Units to cover over-afients in the initial public offering. The sale twver over-allotments was at the initial
public offering price of $18.50 per unit, less tirderwriting discount, and closed on November 8620 he Partnership used the net proceeds
of approximately $15.5 million from the exercisetioé underwriters’ over-allotment option to rede@®®,000 Common Units in the aggregate
owned by Provident’s two indirect wholly-owned sidigries, Pro GP Corp. (“Pro GP”) and Pro LP Cdtpro LP"), and BreitBurn
Corporation. Following redemption, those Commont&niere cancelled.

Additionally, on October 10, 2006:

The Partnership entered into a Contribution, Coaneg and Assumption Agreement (the “Contributiomeggnent”).Immediately prior tc
the closing of the offering, the following trangaats, among others, occurred pursuant to the Gariton Agreement:

= BreitBurn Energy conveyed to OLP its interestshia Partnership Properties along with its stockieé subsidiaries and OLP
assumed $36.5 million of indebtedness;

= BreitBurn Energy distributed its interest in OGRidts limited partner interest in OLP to Pro GRy PP and BreitBurn Corporation in
proportion to their ownership interests in BreitBlnergy;

= Pro GP, Pro LP and BreitBurn Corporation convey@da percent, 1.90 percent and 0.09 percent, cégply, interest in OLP to us
in exchange for a 0.40 percent, 95.15 percent atfalpercent, respectively, member interest in us;

= We conveyed the interest in OLP to the Partnershgxchange for a continuation of its 2 percentegahpartner interest in the
Partnership; and

= Pro GP, Pro LP and BreitBurn Corporation conveyirtremaining interests in OLP and OGP to therfeaship in exchange for (a)
an aggregate of 15,975,758 Common Units represehitinited partner interests, equal to a 71.24 parbmited partner interest in the
Partnership, and (b) received approximately $62lkom, as a distribution of the initial public afing proceeds, to reimburse them
certain capital expenditures made directly by tlerthrough BreitBurn Energy.
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The following table presents the net assets cort/byeBreitBurn Energy to the Partnership immediapeior to the closing of the offering
including the debt assumption:

October 10,

Thousands of dollars 2006
Cash and cash equivalents $ 16
Accounts receivable—trade 4,22¢
Non-hedging derivative instruments 4,007
Prepaid expenses and other current assets 45¢
Non-hedging derivative instruments - non-current 1,23t
Property and equipment, net 183,45¢
Other assets 174

Total assets $ 193,57.
Accounts payable $ 897
Accounts payable—affiliates 5,237
Accrued expenses and other current liabilities 32¢
Long-term debt 36,50(
Deferred income taxes 4,34:
Asset retirement obligation Total liabilitiesNesass 7,45¢

Total liabilities $ 54,76!

Net assets $ 138,81

The transfer of ownership of assets from the Preskar to the Partnership was recorded at histarast$ in accordance with Emerging
Issues Task Force (“EITF”) Issue No. 87-21, “ChamgAccounting Basis in Master Limited Partnershinsactions.”

On May 24, 2007, the Partnership sold 4,062,500 @omUnits in a private placement at $32.00 per, wegulting in proceeds of
approximately $130 million. The net proceeds of {mivate placement were used to acquire certémdsts in oil leases and related assets
Calumet Florida L.L.C. and to reduce indebtednesteunits credit facility. On May 25, 2007, the Parsship sold 2,967,744 Common Units
private placement at $31.00 per unit, resultingrioceeds of approximately $92 million. The net pexts of this private placement were
partially used to acquire a 99 percent limited parinterest from TIFD X-IIl LLC.

On November 1, 2007, the Partnership sold 16,666(E8nmon Units, at $27.00 per unit in a third pievplacement and additionally
issued 21,347,972 Common Units to Quicksilver Ressulnc. (“Quicksilver”) as partial considerationexchange for the assets and equity
interests acquired from Quicksilver.

The Partnership used the proceeds from these wapidwate placements to fund its acquisition attiggee Note 4 -Acquisitions).

As of December 31, 2007, the public unitholders,itistitutional investors in the Partnership’s ptesplacements and Quicksilver owned
77.51 percent of the Common Units. Provident areltBurn Corporation collectively owned 15,075,758@non Units, representing a 22.49
percent limited partner interest. In addition, Rdewnt and BreitBurn Corporation owned 100 percénisp which represented 0.66473 percent
general partner interest in the Partnership.




2. Summary of Significant Accounting Policies
Principles of consolidation

As prescribed in Emerging Issues Task Force (“E)T¥d. 04-5,Determining Whether a General Partner, or the Gah®artners as a
Group, Controls a Limited Partnership or Similartiip When the Limited Partners Have Certain Rightge are including the Partnership in
the accompanying Consolidated Balance Sheet. Thicpunitholders’ interest and the interests of thiger limited partners are reflected as
minority interests (see Note 18 - Minority IntessiThe effects of all intercompany transactiongehizeen eliminated.

Use of estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethi@ United States of America requi
management to make estimates and assumptiondfeetttae reported amounts of assets and liakslisied disclosure of contingent assets and
liabilities at the date of the financial statemeansl the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ from those estimates. The financiatsments are based on a number of significant atsrincluding oil and gas reserve
guantities, which are the basis for the calculatbdepletion, depreciation, amortization, assttement obligations and impairment of oil and
gas properties.

The Partnership accounts for business combinatisimg the purchase method, in accordance with SR&ASL41Accounting for Business
Combinations The Partnership uses estimates to record thésasse liabilities acquired. The Partnership wilkdize purchase price
allocations within one year from the acquisitioteda

Basis of Presentation
Our financial statements are prepared in conformitit U.S. generally accepted accounting principles
Business segment information

SFAS No. 131Disclosures about Segments of an Enterprise andt&eInformation establishes standards for reporting informatioou
operating segments. Segment reporting is not egdpkcbecause the Partnership’s oil and gas opgratees have similar economic
characteristics and meet the criteria for aggregads defined in SFAS No. 131. The Partnershipieesjuexploits, develops and explores for
and produces oil and natural gas in the UnitedeSt&orporate management administers all propexgsi@swhole rather than as discrete
operating segments. Operational data is trackeatdy, however, financial performance is measuredsasgle enterprise and not on an area-
by-area basis. Allocation of capital resourcesnpleyed on a project-by-project basis across thinBeship’s entire asset base to maximize
profitability without regard to individual areas.

Revenue recognition

Revenues associated with sales of crude oil andalagas owned by the Partnership are recognizeshuitie passes from the Partnership
to its customer. Revenues from properties in witighPartnership has an interest with other partaersecognized on the basis of the
Partnership’s working interest (“entitlement” nietd of accounting). The Partnership generally markeost of its natural gas production from
its operated properties and pays its partnershigr tvorking interest shares of natural gas prddaciold. As a result, the Partnership has no
material natural gas producer imbalance positions.

Cash and cash equivalents

The Partnership considers all investments withioaigmaturities of three months or less to be eghivalents.
Accounts Receivable

The Partnership’s accounts receivable are prim&oiy purchasers of crude oil and natural gas. €aitlreceivables are generally
collected within 30 days after the end of the mohthtural gas receivables are generally collectitdinv60 days after the end of the month.
The Partnership reviews all outstanding accourtsivable balances and records a reserve for amthatté expects will not be fully

recovered. Actual balances are not applied agtiesteserve until substantially all collection effohave been exhausted. At December 31,
2007, the Partnership did not carry an allowancelémbtful accounts receivable.
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Inventory

Qil inventories are carried at the lower of cosptoduce or market price. The Partnership matchesdugtion expenses with crude oil sa
Production expenses associated with unsold crudeveintory are recorded as inventory.

Investments in Equity Affiliates

Income from equity affiliates is included as a cam@nt of operating income, as the operations cfeladfiliates are associated with the
processing and transportation of the Partnershiataral gas production.

Property, plant and equipment
Oil and gas properties

The Partnership follows the successful efforts meétbf accounting. Lease acquisition and developroestis (tangible and intangible)
incurred, including internal acquisition costsatelg to proved oil and gas properties are capédli Delay and surface rentals are charged to
expense as incurred. Dry hole costs incurred otoeqory wells are expensed. Dry hole costs astetiwith developing proved fields are
capitalized. Geological and geophysical costsedl&b exploratory operations are expensed as durr

Upon sale or retirement of proved properties, ths&t thereof and the accumulated depletion, depresiand amortization (‘“DD&A”) are
removed from the accounts and any gain or lossdsgnized in the statement of operations. Maintemamd repairs are charged to operating
expenses. DD&A of proved oil and gas propertiesluising the estimated cost of future abandonmedtrastoration of well sites and
associated facilities, are computed on a propeytproperty basis and recognized using the unitgrofluction method net of any anticipated
proceeds from equipment salvage and sale of surigicts. Other gathering and processing facilitiss recorded at cost and are depreciated
using straight line, generally over 20 years.

Non-oil and gas assets

Buildings and non-oil and gas assets are recordedsaand depreciated using the straight-line owtiver their estimated useful lives,
which range from 3 to 30 years.

Oil and natural gas reserve quantities

Reserves and their relation to estimated futureagh flows impact the Partnership’s depletion iarghirment calculations. As a result,
adjustments to depletion are made concurrently ghiinges to reserve estimates. The Partnershilpsiscreserve estimates, and the projected
cash flows derived from these reserve estimates;dnrdance with SEC guidelines. The independagiherring firms adhere to the SEC
definitions when preparing their reserve reports.

Asset retirement obligations

The Partnership has significant obligations to ad abandon oil and natural gas wells and reklgeipment at the end of oil and natural
gas production operations. The computation of #wenership’s asset retirement obligations (“ARQ® prepared in accordance with Statement
of Financial Accounting Standards (“SFAS”) No.34AAccounting for Asset Retirement Obligatiofis accounting standard applies to the
fair value of a liability for an asset retiremefigation that is recorded when there is a legéigation associated with the retirement of a
tangible long-lived asset and the liability canrbasonably estimated. Over time, changes in theeptevalue of the liability are accreted and
expensed. The capitalized asset costs are deg@ciaer the useful lives of the corresponding ag&atognized liability amounts are based
upon future retirement cost estimates and incotpareany assumptions such as: (1) expected ecorrecogeries of crude oil and natural gas,
(2) time to abandonment, (3) future inflation raaes! (4) the risk free rate of interest adjustedtie Partnership’s credit costs. Future revisions
to ARO estimates will impact the present valuexasting ARO liabilities and corresponding adjustrsewill be made to the capitalized asset
retirement costs balance.




Impairment of assets

Long-lived assets with recorded values that areerpected to be recovered through future cash femeswvritten-down to estimated fair
value in accordance with SFAS No. 144 “Accountiogthe Impairment or Disposal of Long-Lived Assets amended. Under SFAS 144, a
long-lived asset is tested for impairment when &ven circumstances indicate that its carrying @ahay not be recoverable. The carrying
value of a long-lived asset is not recoverablé éxiceeds the sum of the undiscounted cash flopsatad to result from the use and eventual
disposition of the asset. If the carrying valueesds the sum of the undiscounted cash flows, aaifmpnt loss equal to the amount by which
the carrying value exceeds the fair value of tleetis recognized. Fair value is generally detegehiftom estimated discounted future net cash
flows. For purposes of performing an impairment,téee undiscounted cash flows are forecast usuggyfear NYMEX forward strip prices at
the end of the period and escalated thereaftebgiétcent and the associated future net cash fioevdiscounted using a rate of approximately
ten percent. The reserves are calculated basedraports from third-party engineers adjusted fapusitions or other changes occurring
during the year as determined to be appropriatiedrgood faith judgment of management.

The Partnership assesses its oil and gas propgeiesally on a field-by-field basis where appliealihe Partnership did not record an
impairment charge in 2007.

Debt issuance costs

The costs incurred to obtain financing have begitaié&zed. Debt issuance costs are amortized usi@gtraight-line method over the term
of the related debt. Use of the straight-line mdttioes not differ materially from the “effectiveteénest” method of amortization.

Stock-based compensation

We have no employees. We manage the Partnershidmuarexecutive officers are employees of BreitBMamagement Company LLC
(“BreitBurn Management”). We have entered into aimnistrative Services Agreement with BreitBurn Mgement pursuant to which it
operates the Partnership’s assets and performsadhanistrative services. Under the AdministratBarvices Agreement, the Partnership
reimburses BreitBurn Management for all direct amtirect expenses it incurs in connection with skevices it performs including incentive
compensation and other equity-based compensationr@mpaid to executive officers.

BreitBurn Management has various forms of equityelsacompensation outstanding under employee cormpemplans that are described
more fully in Note 13. The Partnership appliesfdievalue recognition of compensation expensectoedance with the provisions of SFAS
No. 123 (revised 2004Share Based Paymenihe Partnership recognized these compensation aostgraded-vesting method. Under the
graded-vesting method a company recognizes compemsast over the requisite service period forheseparately vesting tranche of the
award as though the award was, in substance, euttipards.

Awards classified as equity are valued on the gilate and are recognized as compensation expeaséhewesting period.
Fair market value of financial instruments
The carrying amounts of the Partnership’s cashpats receivable, accounts payable, and accrueshegp, approximate their respective

fair value due to the relatively short term of thtated instruments. The carrying amount of lormgatdebt approximates fair value; however,
changes in the credit markets at year-end may ittpad?artnership’s ability to enter into futuredit facilities at similar terms.
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Accounting for business combinations

The Partnership accounts for all business comlginatiising the purchase method, in accordance Wi##&3No. 141 Accounting for
Business Combinatior. Under the purchase method of accounting, a bssicembination is accounted for at a purchase pased upon the
fair value of the consideration given, whetherhia form of cash, assets, stock or the assumptiiabifities. The assets and liabilities acquired
are measured at their fair values, and the purgh@se is allocated to the assets and liabiliti@sdal upon these fair values. The excess of the
fair value of assets acquired and liabilities assdiimver the cost of an acquired entity, if anyaliscated as a pro rata reduction of the amounts
that otherwise would have been assigned to ceatajnired assets. The Partnership has not recogaigedoodwill from any business
combinations.

Concentration of credit risk

The Partnership maintains its cash accounts prynaiih a single bank and invests cash in moneyketagccounts, which the Partnership
believes to have minimal risk. As operator of jirdwned oil and gas properties, the Partnership s# and gas production to U.S. oil and
purchasers and pays vendors on behalf of joint osvioe oil and gas services. The risk of nonpaynigrthe purchasers or joint owners is
considered minimal.

Derivatives

SFAS No. 133Accounting for Derivative Instruments and Hedgirgivities, as amended, establishes accounting and repstingards
for derivative instruments, including certain dative instruments embedded in other contracts hadding activities. It requires the
recognition of all derivative instruments as asset&abilities in the Partnership’s balance shesed measurement of those instruments at fair
value. The accounting treatment of changes invidine is dependent upon whether or not a derivatiskument is designated as a hedge a
so, the type of hedge. For derivatives designadethah flow hedges, changes in fair value are rézed in other comprehensive income, to
extent the hedge is effective, until the hedgeh ite recognized in earnings. Hedge effectivenesseiasured based on the relative changes in
fair value between the derivative contract andhtbeged item over time. Any change in fair valuailtisg from ineffectiveness, as defined by
SFAS No0.133, is recognized immediately in earniiggins and losses on derivative instruments nagdated as hedges are currently inclt
in earnings. The resulting cash flows are repoatedash from operating activities.

Income taxes

The Partnership’s subsidiaries are mostly partigsstr limited liability companies treated as parships for federal tax purposes with
essentially all taxable income or loss being pasisexligh to the members. As such, no federal inctaméor these entities has been provided.

The Partnership has two wholly owned subsidiangsch are Subchapter C-corporations that are stitjezmrporate income taxes. The
Partnership accounts for the taxes associatedtidse entities in accordance with SFAS No. 188counting for Income TaxesDeferred
income taxes are recorded under the asset antitjiabethod. Deferred income tax assets and liabdiare computed for differences between
the financial statement and income tax bases etaasd liabilities that will result in taxable @eductible amounts in the future. Such deferred
income tax asset and liability computations areslam enacted tax laws and rates applicable togein which the differences are expecte
affect taxable income. Income tax expense is th@agable or refundable for the period plus or mithe change during the period in deferred
income tax assets and liabilities.

3. Accounting Pronouncements

SFAS No. 157, Fair Value MeasuremeimsSeptember 2006, the FASB issued SFAS No. 15hwdefines fair value, establishes a
framework for measuring fair value and expandsldies about fair value measurements. The Stateshoes not require any new fair value
measurements but would apply to assets and liaBilihat are required to be recorded at fair vahaer other accounting standards. SFAS No.
157 is effective for financial statements issuedfifical years beginning after November 12, 206 7#¢bruary 2008, the FASB issued FSP 157-
2, “Effective Date of FASB Statement No. 15&}iich defers the effective date of SFAS No. 157nonfinancial assets and nonfinancial
liabilities, except for items that are recognizedlisclosed at fair value in an entiyfinancial statements on a recurring basis (&t l@anually)
to fiscal years beginning after November 15, 2@08] interim periods within those fiscal years. EEakdoption is permitted, provided the
company has not yet issued financial statemertkjding for interim periods, for that fiscal yeé&iffective January 1, 2008, the Partnership
adopted SFAS No. 157, as amended by FSP 157-2.tibdagf SFAS No. 157 has not had a material impacthe Partnership’s results from
operations or financial position.




SFAS No. 159 “The Fair Value Option for Financiaskts and Financial Liabilities — including an arderent of FAS 115" (“SFAS No.
1597). In February 2007, the FASB issued SFAS No. 159 vhliows entities to choose, at specified electiates, to measure eligible
financial assets and liabilities at fair value ituations in which they are not otherwise requitetbe measured at fair value. If a company elects
the fair value option for an eligible item, changeshat items fair value in subsequent reporting periods mageloognized in current earnin
The provisions of SFAS No. 159 became effectivetlierPartnership on January 1, 2008. We have electeto adopt the fair value option
allowed by SFAS No. 159, and, therefore, it hagmgact on our financial position, results from cgt@ns or cash flows.

SFAS No. 141(revised 2007) “Business Combinati¢fSFAS No. 141R")In December 2007, the FASB issued SFAS No. 141Rhvhi
replaces SFAS No. 141. SFAS No. 141R establistiesiples and requirements for how an acquirer ra@s and measures in its financial
statements the identifiable assets acquired, #idities assumed, any non-controlling intereghia acquiree and the goodwill acquired. The
Statement also establishes disclosure requirenteaitsvill enable users to evaluate the nature arah€ial effects of the business combination.
SFAS No. 141R is effective for fiscal years beginafter December 15, 2008. The Partnership doesxpect the adoption of SFAS No.
141R to have a material impact on its financialifias, results of operations or cash flows.

SFAS No. 160 Noncontrolling Interests in Consolidated Financ&htements — an amendment of ARB No. 88FAS No. 160”).In
December 2007, the FASB issued SFAS No. 160) widghires that accounting and reporting for minoiriterests be recharacterized as
noncontrolling interests and classified as a corepbof equity. SFAS No. 160 also establishes r@gmprequirements that provide sufficient
disclosures that clearly identify and distinguigtivbeen the interests of the parent and the inseodshe noncontrolling owners. SFAS No. 160
applies to all entities that prepare consolidatearfcial statements, except not-for-profit orgatiess, but will affect only those entities that
have an outstanding noncontrolling interest in onmore subsidiaries or that deconsolidate a sigrgidThis statement is effective for fiscal
years beginning after December 15, 2008. The adlopti SFAS No. 160 is not expected to have a natienpact on the Partnersl's results
from operations or financial position.

SFAS No. 161, “Disclosures about Derivative Instems and Hedging Activities - an amendment of F&&Bment No. 133" SFAS Nc
161"). In March 2008, the FASB issued SFAS No. 161 wheaduires enhanced disclosures about how and whwytéy eses derivative
instruments, how derivative instruments and rel&dge items are accounted for under Statemenad@&s related interpretations, and how
derivative instruments and related hedged itenecaén entity’s financial position, financial partance, and cash flows. SFAS No. 161 has
the same scope as Statement 133, and, accordapglifes to all entities. SFAS No. 161 is effectigefinancial statements issued for fiscal
years and interim periods beginning after Noveni#r2008. This statement will require the additlafiaclosures detailed abo

FSP 142-3, Determination of the Useful Life of hg#ble Assetdn April 2008, the Financial Accounting StandardsaBd (“FASB”)
issued FASB Staff Position 142-3 (“FSP 142-3"), ethamends the factors that should be considerdevialoping renewal or extension
assumptions used to determine the useful liferetagnized intangible asset under SFAS No. 1@2pdwill and Other Intangible Assets.”
The intent of this FSP is to improve consistendyveen the useful life of a recognized intangibleeasinder SFAS No. 142 and the period of
expected cash flows used to measure the fair dltlee asset under SFAS No. 141 (revised 20B0)siness Combinationand other U.S.
generally accepted accounting principles. FSP 1#2e#ective for fiscal years beginning after Destxer 15, 2008. The Partnership does not
expect the adoption of FSP 142-3 to have a matienaéct on its financial position, results of of@ras or cash flows.
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SFAS No. 162, “The Hierarchy of Generally Accepdedounting Principles” (“SFAS No. 162"Jn May 2008, the FASB issued SFAS
No. 162 which identifies the sources of accounfirigciples and the framework for selecting the pipfes to be used in the preparatior
financial statements of nongovernmental entities$ #ne presented in conformity with generally atee@ccounting principles (GAAP) in the
United States (the GAAP hierarchy). SFAS No. 16&fisctive 60 days following the SEC’s approvatted Public Company Accounting
Oversight Board amendments to AU Section 4ltle Meaning of Present Fairly in Conformity Withr@eally Accepted Accounting
Principles. The adoption of SFAS No. 162 is not expectedateeha material impact on our results from operatmmfinancial position.

4. Acquisitions

On January 23, 2007, the Partnership completeduhzhase of certain oil and gas properties, knosviha “Lazy JL Field” in the Permian
Basin of Texas, including related property and pougnt. The purchase price for the Lazy JL Fielduasition was approximately $29.0 millic
in cash, and was financed through borrowings uttdePartnership’s revolving credit facility. Tharisaction was accounted for using the
purchase method in accordance with SFAS No. 14 asdeffective January 1, 2007. The purchase praeallocated to the assets acquired
and liabilities assumed as follows:

Thousands of dollars

Oil and gas properties $ 29,23
Current assets 2
Asset retirement obligation $ (20€)

29,02¢

In March 2007, the Partnership completed the pweld certain oil and gas properties in Califofoiaapproximately $1.0 million in cas

In April 2007, the Partnership completed the pusehaf additional interests in a certain oil and greperty in Wyoming for approximate
$0.9 million in cash.

On May 24, 2007, OLP entered into an Amended arsda®esd Asset Purchase Agreement with Calumet Fptid .C. (“Calumet”), to
acquire certain interests in oil leases and relagsgts located along the Sunniland Trend in Seletida through the acquisition of a limited
liability company that owned all of the purchassdets (the “Calumet Acquisition” or “Calumet Prdje=s”). The Calumet Properties are
comprised of five separate oil fields, one 23-mileeline serving one field, one storage terminal aghts in a shipping terminal. The
transaction closed on May 24, 2007. The purchase pras $100 million with an effective date of Jaryl, 2007. After adjustments for costs
and revenues for the period between the effectite dnd the closing, including interest paid togbller and after taking into account
approximately 218,000 barrels of crude oil heldtiorage as of the closing date, and including aitipm related costs, the Partnership’s
purchase price was approximately $109.5 millione @bquisition was financed through the Partnerstdgple of Common Units through a
private placement (see Note 11 for additional imfation on the private placement). The acquiringsiliry is a partnership and thus no
deferred taxes were recognized for this transaciibe purchase price of $109.5 million, includingpeoximately $0.4 million in acquisition
costs was allocated to the assets acquired arititiembassumed as follows:

Thousands of dollars

Inventories $ 10,53
Current assets 23
Intangible assets 3,371
Oil and gas properties 100,10«
Asset retirement obligation (3,849
Other current liabilities (729

The purchase price allocation is based on discdurdsh flows, quoted market prices and estimatekerbg management, the most
significant assumptions related to the estimated/édues assigned to oil and gas properties wittvgd reserves. To estimate the fair values of
these properties, estimates of oil and gas reserges prepared by management in consultation widlependent engineers. The Partnership
applied estimated future prices to the estimatsdriee quantities acquired, and estimated futureatipg and development costs, to arrive at
estimates of future net revenues. For estimatedepreeserves, the future net revenues were disedwsing a rate of approximately 10
percent. There were no estimated quantities ofdgatbons other than proved reserves allocateceipuichase price of the Calumet
Acquisition. The purchase price included the failue attributable to the oil inventories held iarage at the closing date. The Partnership
assumed certain crude oil sales contracts fordtrainder of 2007 and for 2008 through 2010. Anrigilale asset was established to value the
portion of the crude oil contracts that were abmagket at closing in the purchase price allocatiealized gains or losses from these cont



will be recognized as part of oil sales and tharigible asset will be amortized over the life &f tontracts.

On May 25, 2007, OLP entered into a Purchase at@d/Apeement with TIFD X-Ill LLC (“TIFD"), pursuanto which it acquired TIFD’s
99 percent limited partner interest in BreitBurrekgy Partners I, L.P. (“BEPI”) for a total purchgséee of approximately $82 million (the
“BEPI Acquisition”). BEPI owns properties in the & oyote and Sawtelle Fields in the Los AngelesiBBan California. The general partner
of BEPI is an affiliate of the general partneroé Partnership in which the Partnership has no oshifeinterest. As part of the transaction,
BEPI distributed to an affiliate of TIFD a 1.5 pent overriding royalty interest in the oil and gmeduced by BEPI from the two fields. The
burden of the 1.5 percent override will be bornlelgahrough the Partnership’s interest in BEPIcémnection with the acquisition, the
Partnership also paid approximately $10.4 millioterminate existing hedge contracts related toréuproduction from BEPI.

The BEPI Acquisition, including the terminationefisting hedge contracts, was financed throughPtmnership’s sale of Common Units
in a private placement (see Note 11 for additiem@rmation on the private placement). The acggisnbsidiary is a partnership and thus no
deferred taxes were recognized for this transaclibe Partnership allocated the purchase pric®®f3million including approximately $0.1
million in acquisition costs to the assets acquaed liabilities assumed as follows:

Thousands of dollars

Current assets $ 2,81:
Oil and gas properties 92,98(
Current liabilities (2,281)
Asset retirement obligation (582
Other $ (398)

92,53:

The purchase price allocation is based on discdurdsh flows, quoted market prices and estimatete g management, the most
significant assumptions related to the estimatedvédues assigned to oil and gas properties witlvgd reserves. To estimate the fair values of
these properties, estimates of oil and gas reserges prepared by management in consultation widlependent engineers. The Partnership
applied estimated future prices to the estimatsedriee quantities acquired, and estimated futureatipg and development costs, to arrive at
estimates of future net revenues. For estimatedepreeserves, the future net revenues were disedwsing a rate of approximately ten
percent. There were no quantities of hydrocarbdinsrdhan proved reserves identified with the BEBJjuisition.

On November 1, 2007, the Partnership completedd¢heisition of certain assets (the “QRI Assets§J aquity interests (the “Equity
Interests”) in certain entities from Quicksilvergarces Inc. (“Quicksilver” or “QRI”) in exchangerf$750 million in cash and 21,347,972
Common Units (the “Quicksilver Acquisition”). Thesuance of Common Units to QRI was made in reliapos an exemption from the
registration requirements of the Securities Act®83 pursuant to Section 4(2) thereof. Pursuatitdderms and conditions of the Contribution
Agreement entered into by OLP and QRI, dated &eptember 11, 2007 (the “Contribution Agreemer®@)P completed the Quicksilver
Acquisition. OLP acquired all of QRI's natural gad,and midstream assets in Michigan, Indianaléedtucky. The midstream assets in
Michigan, Indiana and Kentucky consist of gatheringnsportation, compression and processing assstransport and process the
Partnership’s production and third party gas.
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The preliminary purchase price allocations are th@sepreliminary reserve reports, quoted marketgsrand estimates by management
estimate the fair values of acquired oil and gasmees, the Partnership utilized the reserve ergihestimates of oil and natural gas proved
reserves to arrive at estimates of future cashdlo®t of operating and development costs. The asilrfuture net cash flows were discounted
using a rate of approximately ten percent. An irshgfent firm was retained to review the Partnershipluation process and the firm
concluded the Partnership’s cash flow analysigasonable. The firm also assisted the Partnemskdpreliminary valuation review of the
acquired fixed assets including gas plants, pipsla@nd compression facilities. Included in the pase price allocation is a $5.2 million
intangible asset related to retention bonusesommection with the acquisition, the Partnershigeeed into an agreement with QRI which
provides for QRI to fund retention bonuses pay#re 39 retained employees from QRI in the eveaséhemployees remain continuously
employed by the Partnership from November 1, 206@3ugh November 1, 2009 or in the event of ternidmetvithout cause, disability or dez

The Partnership’s preliminary purchase price atiocaincluding approximately $9.1 million of acqitisn costs is presented below:

Thousands of dollars

Current assets $ 9,461
Investment 15,47¢
Intangible asset 5,19:
Oil and gas properties - proved 1,186,17:
Oil and gas properties - unproved 213,34«
Pipelines and processing facilities 48,81(
Current liabilities (5,299
Asset retirement obligation (8,24%)
Environmental liability (2,000

The preliminary purchase price allocation is subjedinal closing adjustments and determinatiomamigible assets related to wells and
facilities. As the Partnership has more acceskad}R| Assetsbperating and financial data, there could be changgaluation of the acquire
assets and liabilities. The Partnership will finalthe purchase price allocation within one yeahefacquisition date.

In December 2007, the Partnership acquired aniaddltinterest in an oil and gas field located iitMgan for approximately $3.4 millio

5. Income Taxes

The Partnership is a limited liability company aglit and most of its subsidiaries are partnershigisnited liability companies, it is
treated as a partnership for federal and stateriadax purposes. Essentially all of the Partneislgxable income or loss, which may differ
considerably from the net income or loss reportedihancial reporting purposes, is passed thraoghe federal income tax returns of its
members. As such, no federal income tax for thaesites has been provided for in the financialestagnts. State income tax expenses are
recorded for certain operations that are subjestdte taxation in various states. However, théneeship has two wholly owned subsidiaries,
which are Subchapter C-corporations, as defingldrinternal Revenue Code that are subject to édad state income taxes.
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At December 31, 2007, net deferred tax liabilitysvegproximately $3.1 million. The deferred tax iliép primarily consisted of the tax
effect of book and tax basis difference of certrets and liabilities and the deferred tax assetdt operating loss carry forwards.
Management expected to fully utilize $2.1 milliohestimated unused operating loss carry forwardsfftet future taxable income. As such,
valuation allowance was needed for the deferrecsaet at December 31, 2007.

December 31,

Thousands of dollars 2007
Deferred tax asset:
Net operating loss carryforwards $ 72€
Asset retirement obligation 42¢
Unrealized hedge loss 1,104
Other 74
Deferred tax liabilities:
Depreciation, depletion and intangible drilling tsos (5,35€)
Other (50)
Net deferred tax liabilit $ (3,079

New Accounting Pronouncement

Effective January 1, 2007, the Partnership implaswiRASB Interpretation No. 48, Accounting for Uncemtgiin Income Taxes — An
Interpretation of FASB Statement No. {(“FIN 48”), which clarifies the accounting for untainty in income taxes recognized in a company’s
financial statements. A company can only recogtiizetax position in the financial statements if gosition is more-likely-than-not to be
upheld on audit based only on the technical mefithe tax position. This accounting standard alsavides guidance on thresholds,
measurement, derecognition, classification, inteaed penalties, accounting in interim periodscldisure, and transition that is intended to
provide better financial-statement comparabilityosign different companies.

The Partnership performed evaluations as of Jariia2907 and December 31, 2007 and concludedhbed tvere no uncertain tax
positions requiring recognition in its financiahgments. The adoption of this standard did noglavimpact on the Partnership’s financial
position.

6. Crude Oil Inventory

The Partnership, through its Calumet Acquisitioze(dlote 4 - Acquisitions), had oil inventories &c®mber 31, 2007. Oil inventories are
carried at the lower of cost to produce or markitep Inventories purchased through the Calumetusition (see Note 4) were $10.5 million,
which were sold and charged to the consolidatedrstent of operations as inventory cost. After Mdy 2007, inventory additions were
recorded at cost and represent the Partnershiptuption costs. Crude oil sales are a functiomefrtumber and size of crude oil shipments in
each quarter and thus crude oil sales do not aleaiyeide with volumes produced in a given quartére following table shows the detail of
the inventory value reflected on the consolidataldiice sheet at December 31, 2007.

Thousands of dollars

Beginning inventory (Acquisition -May 24, 2007) $ 10,53:¢
Cost of sales - purchased inventory (10,539
Production costs including associated DD&A 4,27¢
Royalty owner share 1,237
Carrying amount, end of period $ 5,51¢
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7. Equity Investments

The Partnership had equity investments of $15.68anilt December 31, 2007. These investments @erted in the “Equity Investments”
line caption on the consolidated balance sheetgmeésent investments in natural gas processiriliitsc At December 31, 2007, the
Partnership’s equity investments consisted priparfila 24.5 percent interest in Wilderness Energgviges LP and a 25.5 percent interest in
Wilderness Energy L.C., with a combined carryintpeaof $9.2 million. The remaining $6.4 million costed of smaller interests in several
other investments. All of these equity investmeaigept the joint venture interest in Seal Beadrevacquired through the Quicksilver
Acquisition and are located in Michigan.

8. Related Party Transactions

We do not have any employees. We have enteremfadministrative Services Agreement with BreitBitanagement Company, LLC
(“BreitBurn Management”), our asset manager andaipg pursuant to which it operates the Partnptslassets and performs other
administrative services for us. The Administrat8ervices Agreement requires that employees of Bueit Management (including the pers
who are our executive officers) devote such portibtheir time as may be reasonable and necessatld operation of the Partnership’s
business. The executive officers currently devateagority of their time to our business, and weentgthem to continue to do so for the
foreseeable future.

In 2007, under the Administrative Services Agreetnire Partnership reimbursed BreitBurn Managerfamdll direct and indirect
expenses it incurred in connection with the sewvit@erformed (including salary, bonus, incentteenpensation and other amounts paid to
executive officers). To the extent that the sewigerformed by BreitBurn Management benefited lmthPartnership and BreitBurn Energy,
the Partnership and BreitBurn Energy were eachiredjtio reimburse BreitBurn Management in propartio the benefits each received.
BreitBurn Management generally allocated the cokthe services of BreitBurn Management personm@tiding services to both entities
based on BreitBurn Management’s gdaith determination of actual time spent performihg services, plus expenses. For 2007, the ailbox
methodology was changed to reflect the fact thantlost intense portion of the Partnership’s ingialblic offering startup was complete and a
more balanced allocation of resources betweendnm&rship and BreitBurn Energy was expected. B672BreitBurn Management allocated
its expenses between the Partnership and BreitBaoengy on the basis of which entity received theises to which specific expenses relate
or, in instances where expenses relate to serpiroesded for the benefit of both entities, by alditing 51 percent of such expenses to the
Partnership and 49 percent of such expenses ttBBrei Energy. This allocation split for 2007 wasided from a weighted average of three
components that were forecasted for the PartneestdBreitBurn Energy: (i) the proportionate leg€R007 forecastedgross barrels of oil
equivalents production; (ii) the proportionate leoE2007 forecasted operating expenses; andlié)proportionate level of 2007 forecasted
capital expenditures. Because of the significaotgin of the Partnership in 2007, BreitBurn Managetmeviewed the methodology utilized to
allocate indirect costs in 2008 and calculatedragrgage split for all indirect charges of 68 patde the Partnership and 32 percent to
BreitBurn Energy. In doing so, BreitBurn Managemieased the allocation on a detailed review of hadiwidual employees would likely split
their time between the Partnership and BreitBurarBy. Time allocation data then was combined withigrted compensation and payroll
burden assumptions for each employee. In 2008:tdared indirect administrative and general expeaseprojected to total 78 percent for the
Partnership and 22 percent for BreitBurn Energylune, 2008, in connection with the Partnershipizipase of Provident’s interests in the
Partnership, BreitBurn Management and BreitBurnrgynegreed that BreitBurn Energy would pay a fixeohthly fee of $775,000 for indire
charges through December 31, 2008, which was etibased on BreitBurn Energy continuing to pa¥ &2 the indirect charges.

Mr. Greg L. Armstrong, a former member of our boafdlirectors, is the Chairman of the Board ande€Eixecutive Officer of Plains All
American GP LLC (“PAA”). Mr. Armstrong resigned frothe board of directors effective March 26, 2088 onnection with the Partnership’
acquisition of assets in South Florida in May 200@, seller assigned the Partnership certain avildales contracts. The Partnership now sells
all of the crude oil produced from its Florida peotes to the original buyer under those contrd@imins Marketing, L.P., a wholly-owned
subsidiary of PAA. In 2007, these crude oil salesenapproximately $26 million. At December 31, 200 current receivable from Plains
Marketing, L.P. was $10.5 million.

-13-




At December 31, 2007, the Partnership had theviatig receivables and payables.

December 31,

Thousands of dollars 2007
Related party receivables
Plains Marketing $ 10,48:
Quicksilver 22,74¢
BreitBurn Energy Company 95¢
Other affiliated companies 1,38¢
Current related party receivables $ 35,56¢
Related party payables
Provident $ 92¢
BreitBurn Management 9,20¢
Current related party payables 10,137
BreitBurn Management 1,532
Long term related party payables $ 1,532

During 2007, the Partnership incurred approxima#d§.2 million in direct and indirect general ambiranistrative expenses from
BreitBurn Management, including accruals relatethé@ntive compensation. The Partnership reimbuBsedBurn Management $23.8 millic
under the Administrative Services Agreement duélff7. At December 31, 2007, the Partnership haet ahort-term payable to BreitBurn
Management of $9.2 million and a long-term payail$1.5 million with both primarily relating to ienitive compensation.

At December 31, 2007, the receivable from affililstempanies included receivables from BreitBurnrgnédor oil and gas sales made on
behalf of the Partnership from certain propertie2007, total oil and gas sales made on behatlePartnership for these properties were
approximately $1.7 million.

At December 31, 2007, the net receivable from Qilekr was approximately $22.7 million which refled cash collections made on
behalf of the Partnership net of advances. Thraughnsition services agreement, the Partnership@aicksilver $0.5 million for services
related to accounting, land administration, andkmting for November and December 2007, which wakided in general and administrative
expenses on the consolidated statements of opesdtio the year ended December 31, 2007.

At December 31, 2007, the Partnership had a releiva $1.3 million for a cash advance made toguitg affiliate. The cash advance
was included in the purchase price allocation ef@uicksilver Acquisition (see Note 4 - Acquisit®)n

At December 31, 2007, the Partnership had a payal#*eovident of $0.9 million relating primarily the management agreement and
insurance costs that are handled by Provident balbef the Partnership.

Omnibus Agreement

We entered into an omnibus agreement (the “Omniigreement”) with Provident and other affiliatesehOctober 10, 2006. The
Omnibus Agreement addresses the following matters:

= the agreement of Provident to provide us with atragf first offer with respect to the sale by Pemt and its affiliates of any of their
upstream oil and gas properties in the United State

= the agreement that we will have a preferentialtrayter Provident to acquire any third party upstresl and gas properties in the

United States, including third party midstream owdstream assets, provided that related upstrelamaigas properties located in
United States constitute the predominant part efat$sets included in the business opportunity; and
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= the agreement that Provident will have a prefea¢night to acquire any third party midstream owdstream assets located in the
United States, including third party upstream aifl @as properties located in the United Statewjiged that related midstream or
downstream assets located in the United Stategitdaghe predominant portion of the assets inetudithin the business
opportunity, or upstream oil and gas propertiesimstream or downstream assets located outsiddriiied States.

On June 17, 2008, the Omnibus Agreement was tetedria connection with the sale of Provident’s iagts in the Partnership. See Note
19 for a discussion of the termination of the Onusilgreement.

9. Long-Term Debt

On November 1, 2007, in connection with the QuilslesiAcquisition, OLP, as borrower, and the Parshgr and its wholly owned
subsidiaries, as guarantors, entered into a foar, ¥..5 billion amended and restated revolvinglitfecility with Wells Fargo Bank, N.A.,
Credit Suisse Securities (USA) LLC and a syndicditeanks (the “Amended and Restated Credit Agre¢hére initial borrowing base of
the Amended and Restated Credit Agreement was $if@6n. Under the Amended and Restated Credit &grent, borrowings were allowed
to be used (i) to pay a portion of the purchaseepior the Quicksilver Acquisition, (ii) for stangletters of credit, (iii) for working capital
purposes, (iv) for general company purposes antbfWertain permitted acquisitions and paymentsmerated by the credit facility.
Borrowings under the Amended and Restated Crediédgent are secured by first-priority liens on aedurity interests in substantially all of
the Partnership’s and certain of its subsidiardasets, representing not less than 80 percentabthl value of their oil and gas properties. On
June 17, 2008, the Amended and Restated CredieAwnt was amended and the borrowing base was ssctea $900 million.

The Amended and Restated Credit Agreement confdifisancial covenants, including leverage, cutrassets and interest coverage
ratios, and (ii) customary covenants, includingrieions on the Partnership’s ability to: incurditibnal indebtedness; make certain
investments, loans or advances; make distributionsitholders or repurchase units if aggregatéere of credit and outstanding loan amot
exceed 90 percent of its borrowing base; make dipos; or enter into a merger or sale of its propor assets, including the sale or transfer
of interests in its subsidiaries.

The events that constitute an Event of Defauldéfmed in the Amended and Restated Credit Agreénigziude: payment defaults;
misrepresentations; breaches of covenants; crdasitland cross-acceleration to certain other ibeldtess; adverse judgments against the
Partnership in excess of a specified amount; cleaimgmanagement or control; loss of permits; failtar perform under a material agreement;
certain insolvency events; assertion of certairirenmental claims; and occurrence of a materiakasky effect. At December 31, 2007, the
Partnership was in compliance with the credit fac# covenants.

As of December 31, 2007, approximately $370.4 omliin indebtedness was outstanding under the Anteade Restated Credit
Agreement. At December 31, 2007, the interestwat®the Prime Rate of 7.625 percent on the Prini# partion of $3.4 million and the
LIBOR rate of 6.595 percent on the LIBOR portiors367.0 million.

In February 2008, Provident announced that it watettaking a planning initiative process and, as @lethat process, would seek to sell
its Partnership limited partner interest and gengaetner interest holdings. On June 17, 2008, idlent sold its interests in the Partnership to
the Partnership. See Note 19 within this reporifdiscussion of the sale.

10. Asset Retirement Obligation

The asset retirement obligation is based on thin@ahip’s net ownership in wells and facilitieglars estimate of the costs to abandon
and reclaim those wells and facilities as welltagstimate of the future timing of the costs tartmeirred. The total undiscounted amount of
future cash flows required to settle asset retirgrobligations for the Partnership was estimateloet®225.2 million at December 31, 2007.
increase from prior year is attributable to variagguisitions and increased cost estimates. Pagnesettle asset retirement obligations occur
over the operating lives of the assets, estimatdni:tfrom 2 to 48 years. In 2007, the Partnershgh$0.4 million in settlements of the asset
retirement obligation. Estimated cash flows haverba@iscounted at the Partnership’s credit adjussédree rate of 7 percent and an inflation
rate of 2 percent. Changes in the asset retireotsigiation for the Partnership are presented irfdewing table:
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At December 31

Thousands of dollars 2007

Carrying amount, beginning of period $ 10,25:¢
Contribution from Predecessor -
Liabilities settled in the current period (367)
Revisions (1) 3,95(
Acquisitions 12,95t
Accretion expense 1,02¢
Carrying amount, end of period $ 27,81¢

(1) Increased cost estimates and revisions tovediée.
11. Partnership’s Equity & General Partner's Equity
At December 31, 2007, the Partnership had 67,020j64dted partner units outstanding. We held thereenic equivalent of 448,485
limited partner units. In addition, the Partnershgs 6,700,000 units authorized and 5,518,154 ablaiffor future grants under its equity-based
compensation plans. On June 17, 2008, Providedtisointerests in the Partnership to the Partripr&ee Note 19 for a discussion of the

impact on Members’ Equity.

Private Placements Partnership

On May 24, 2007, the Partnership sold 4,062,500 i@omUnits, at a negotiated purchase price of $3@édnit, to certain investors (the
“Purchasers”). The Partnership used $108 milliemfisuch sale to fund the cash consideration foCddamet Acquisition and the remaining
$22 million of the proceeds was used to repay itetériess under the Partnership’s credit facility sivaf the debt repaid was associated with
the Partnership’s first quarter 2007 acquisitiorc@ftain properties in West Texas.

On May 25, 2007, the Partnership sold an additi@r267,744 Common Units to the same Purchaserasegatiated purchase price of
$31.00 per unit. The Partnership used the procefagproximately $92 million to fund the BEPI Acgition, including the termination of
existing hedge contracts related to future productiom BEPI.

On November 1, 2007, the Partnership sold 16,666(&8nmon Units, at a negotiated purchase pricdf0P per unit, to certain
investors in a third private placement. The Pashigrused the proceeds from such sale to fundtiopmf the cash consideration for the
Quicksilver Acquisition. Also on November 1, 20@@e Partnership issued 21,347,972 Common UnitsuiolQilver as partial consideration
for the Quicksilver Acquisition as a private placar

In connection with the closing of these four prezatacements (the “Private Placements”), the Pestiie entered into agreements with the
Purchasers and Quicksilver to file shelf registratstatements to register the Common Units soldsoied in the Private Placements and to use
its commercially reasonable efforts to cause thyestation statements to become effective witheespo the Common Units sold to the
Purchasers and investors within 275 days of thécgtype closing dates and, with respect to the Comtdnits issued to Quicksilver, within
one year from November 1, 2007 (each a “Regismdlieadline”). Quicksilver is prohibited from seliirany of the Common Units issued to it
prior to the first anniversary of November 1, 2@@7nore than 50 percent of such Common Units gida@ighteen months after November 1,
2007. In addition, the agreements give the Purchased Quicksilver piggyback registration rightglencertain circumstances. These
registration rights are transferable to affiliatéshe Purchasers and Quicksilver and, in certmgumstances, to third parties.
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If the shelf registration statements are not eiffedby each Registration Deadline, then the Pastipmust pay the Purchasers or
Quicksilver, as the case may be, liquidated damaf@25 percent of the product of the purchaseepfivith respect to the Quicksilver set at
$32.79) times the number of registrable securitedd by the Purchasers per 30-day period for tise 60 days following such deadline. This
amount will increase by an additional 0.25 peradrihe product of the purchase price times the ramobregistrable securities held by the
Purchasers per 3y period for each subsequent 60 days, up to @max of 1.0 percent of the product of the purcharsee times the numb
of registrable securities held by the Purchaser8@elay period. The aggregate amount of liquidated dgsthe Partnership must pay will |
exceed 10.0 percent of the aggregate purchasefpritige units issued to Quicksilver and 1.0 petadrthe aggregate purchase price for the
third private placement, or approximately $74.5lionl. Pursuant to the agreements for these prplaigements, the Partnership agreed to
indemnify the Purchasers, Quicksilver and eacteif respective officers, directors and other repngatives against certain losses resulting
from any breach of the Partnership’s representstismarranties or covenants contained therein. Tivate Placements were made in reliance
upon an exemption from the registration requiremefithe Securities Act of 1933 pursuant to Sedfi(®) thereof. A shelf registration
statement for the Common Units sold on May 24 amy @5, 2007 became effective on February 14, 2008.

Cash Distributions

The Partnership agreement requires it to distrialitef its available cash quarterly. Available leds cash on hand, including cash from
borrowings, at the end of a quarter after the payroéexpenses and the establishment of reservédatfoe capital expenditures and
operational needs. The Partnership may fund agrodi capital expenditures with additional borrogsror issuances of additional units. The
Partnership may also borrow to make distributiansrtitholders, for example, in circumstances willeeePartnership believes that the
distribution level is sustainable over the longrebut shortterm factors have caused available cash from dpagto be insufficient to pay tl
distribution at the current level. The partnershgpeement will not restrict its ability to borrow pay distributions. The cash distribution policy
reflects a basic judgment that unitholders willdegter served by the Partnership distributingvisilable cash, after expenses and reserves,
rather than retaining it.

As of December 31, 2007 we were entitled to 0.66qr# of all distributions made prior to the Pargindp’s liquidation. Our 0.66 percent
interest was at 2 percent at the end of 2006. Eleecase reflected our election to not contribufgtabto maintain its original 2 percent inter
We are not obligated to contribute a proportiorsat®munt of capital to the Partnership to maintainioterest.

Distributions are not cumulative. Consequentlyigtributions on Common Units are not paid withpexs to any fiscal quarter at the init
distribution rate, the Partnership’s unitholderd not be entitled to receive such payments infthere.

Distributions are paid within 45 days of the endeath fiscal quarter to holders of record on omaltive first or second week of each such
month. If the distribution date does not fall ohwsiness day, the distribution will be made onlthsiness day immediately preceding the
indicated distribution date.

The Partnership does not have a legal obligatigratodistributions at any rate except as proviaetthé partnership agreement. The
Partnership’s distribution policy is consistentiwthe terms of its partnership agreement, whichireg that it distributes all of its available
cash quarterly. Under the partnership agreemeatladle cash is defined to generally mean, for declal quarter, cash generated from its
business in excess of the amount of reserves veendiete is necessary or appropriate to providetferconduct of the business, to comply with
applicable law, any of its debt instruments or otgreements or to provide for future distributiémséts unitholders for any one or more of the
upcoming four quarters. The partnership agreemmeviges that any determination made by us in capasi general partner must be made in
good faith and that any such determination will petsubject to any other standard imposed by thegrahip agreement, the Delaware limited
partnership statute or any other law, rule or ratjoh or at equity.
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On February 14, 2007, the Partnership paid a castibdition in respect to the period from Octobe@06 through December 31, 2006 of
approximately $8.9 million to us and the commorthuiders of record as of the close of businessebrirary 5, 2007. The distribution that
paid to unitholders was prorated to $0.399 per Comiuinit from the $0.4125 that the Partnership dpaited to pay for the full quarter,
reflecting the reduced period of time from thetfatay of trading of the Partnership’s Common UbitsOctober 4, 2006 through December 31,
2006. Our share of the distribution was $178,945.

On May 15, 2007, the Partnership paid a cash bligtan in respect of its first quarter of operagdn 2007 of approximately $9.3 million,
or $0.4125 per Common Unit, to us and the commadihailders of record as of the close of businesMamg 7, 2007. Our share of the
distribution was $185,000.

On August 14, 2007, the Partnership paid a caghldition in respect of its second quarter of ofieres in 2007 of approximately $12.4
million, or $0.4225 per Common Unit, to us and ¢eenmon unitholders of record as of the close ofrtass on August 7, 2007. Our share of
the distribution was $189,485.

On November 14, 2007, the Partnership paid a castibition of approximately $29.9 million, or $@25 per Common Unit, in respect of
its third quarter of operations in 2007 to us @mlcommon unitholders of record as of the clodeusiness on November 12, 2007. Our share
of the distribution was $198,455.

On February 14, 2008 and May 15, 2008, the Pattiepaid cash distributions (see Note 19 — Subsadeents).

On June 17, 2008, in connection with the sale of/ident’s interests in the Partnership, our ecomadnterest in the Partnership was
eliminated and, as such, we no longer receiveibigions.

12. Financial Instruments
Fair Value of Financial Instruments

The Partnership’s commaodity price risk managemengiam is intended to reduce its exposure to conitypdces and to assist with
stabilizing cash flow and distributions. From titoetime, the Partnership utilizes derivative fin@hinstruments to reduce this volatility. The
Partnership’s hedging policy is to maintain a digant hedging position out a minimum of three yean base production. With respect to
derivative financial instruments, the Partnershdpld be exposed to losses if a coungarty fails to perform in accordance with the tehshe
contract. This risk is managed by diversifying tegivative portfolio among counterparties meetiegain financial criteria. In addition, the
derivative instruments utilized by the Partnersrig based on index prices that may and often derdibm the actual crude oil prices realized
in its operations. These variations often result Iack of adequate correlation to enable thesgatere instruments to qualify for cash flow
hedges under SFAS No. 133. Accordingly, duringpbeods presented, the Partnership did not acdouits derivative instruments as cash
flow hedges and instead recognized changes irathgdlues in earnings.

The Partnership had the following contracts in elacDecember 31, 2007:

-18-




Year Product Volume Terms (a) Effective Period
200¢ Crude Oil 2,875 Bbl/d Swaps - average $67.72 per Bbl January 1 - June 30
1,115 Bbl/d Swap - average $72.16 per Bbl January 1 - December 31
250 Bbl/d Swap $71.24 per Bbl July 1 - September 30
525 Bl/d Swaps - average $64.68 per Bbl July 1 - December 31
750 Bbl/d Swaps - average $70.49 per Bbl October 1 - December 31
250 Bbl/d Collar $66.00 (floor)/ $69.25 (Ceiling) January 1 - June 30
250 Bbl/d Collar $66.00 (floor)/$71.50 (Ceiling) January 1 - June 30
425 Bbl/d Participating Swap $60.00 per Bbl (76.1% partidgagtibove $60 floor) January 1 - December 31
2,500 Bbl/d Participating Swap $60.00 per Bbl (53.3% partidipatibove $60 floor) July 1 - September 30
250 Bbl/d Participating Swap $70.00 per Bbl (61.8% partidipatibove $70 floor) July 1 - December 31
2,000 Bbl/d Participating Swap $60.00 per Bbl (58.7% partidgmatibove $60 floor) October 1 - December 31
Natural Ga 48,643 mmbtu/d  Swaps - $8.01 per mmbtu January 1 - December 31
200¢ Crude Oil 500 Bbl/d Swaps - average $70.92 per Bbl January 1 - March 31
500 Bbl/d Swap $72.25 per Bbl April 1 - June 30
1,464 Bbl/d Swaps - average $68.24 per Bbl January 1 - December 31
500 Bbl/d Swaps - average $71.24 per Bbl October 1 - December 31
210 Bbl/d Collar $60.00 (floor)/$79.50 (Ceiling) January 1 - December 31
250 Bbl/d Participating Swap $62.50 per Bbl (67.3% partidgipagbove $62.50 floor) January 1 - December 31
410 Bbl/d Participating Swap $60.00 per Bbl (68.0% partidgmatibove $60 floor) January 1 - December 31
250 Bbl/d Participating Swap $70.00 per Bbl (61.8% partidgmatibove $70 floor) January 1 - December 31
2,000 Bbl/d Participating Swaps $60.00 per Bbl (Avg. 58.7 %tipgration above $60 floor) January 1 - September 30
250 Bbl/d Participating Swap $60.00 per Bbl (70.0% partidipatibove $60 floor) October 1 - December 31
1,000 Bbl/d Participating Swaps $65.00 per Bbl (Avg. 52% pé#ptition above $65 floor)  October 1 - December 31
Natural Ga 44,071 mmbtu/d  Swaps - $8.01 per mmbtu January 1 - December 31
201C Crude Oil 500 Bbl/d Swaps - average $69.75 per Bbl January 1 - March 31
750 Bbl/d Swaps - average $71.88 per Bbl January 1 - June 30
250 Bbl/d Swaps - $71.60 per Bbl July 1 - July 31
792 Bbl/d Swap - average $70.23 per Bbl January 1 - December 31
183 Bbl/d Collar $60.00 (floor)/$79.25 (Ceiling) January 1 - December 31
250 Bbl/d Participating Swap $70.00 per Bbl (61.8% partidipatibove $70 floor) January 1 - March 31
500 Bbl/d Participating Swap $65.00 per Bbl (50.0% partidipatibove $65 floor) January 1 - June 30
250 Bbl/d Participating Swap $60.00 per Bbl (70.0% partidipatibove $60 floor) January 1 - June 30
250 Bbl/d Participating Swap $62.50 per Bbl (56.2% partiggpagbove $62.50 floor) January 1 - December 31
933 Bbl/d Participating Swap $60.00 per Bbl (59.0% partidipatibove $60 floor) January 1 - December 31
500 Bbl/d Participating Swap $70.00 per Bbl (37.3% partidipatibove $70 floor) April 1 - September 30
Natural Ga 40,471 mmbtu/d  Swaps - $8.01 per mmbtu January 1 - December 31
2011 Crude Oil 177 Bbl/d Swap - $69.15 per Bbl January 1 - December 31
177 Bbl/d Collar $60.00 (floor)/$77.60 (Ceiling) January 1 - December 31
1,377 Bbl/d Participating Swap $60.00 per Bbl (53.1% partidgpatibove $60 floor) January 1 - December 31
2011 Natural Ga 40,400 mmbtu/d  Swaps - $8.01 per mmbtu January 1 - March 31

(a) A participating swap is a single instrumenteth¢ombines a swap and a call option with the sstnilke price
13. Stock and Other Valuation-Based Compensation &hs

We, along with the Partnership and its subsidiadesnot have employees. We manage the Partneestdpour executive officers are
employees of BreitBurn Management. The Partnemshipred into an Administrative Services Agreemeittt BreitBurn Management. Under
the Administrative Services Agreement, the Partnipreeimburses BreitBurn Management all direct emtirect expenses it incurs in
connection with the services it performs on bebathe Partnership (including salary, bonus, cariacentive compensation and other amounts
paid to executive officers and other employees).
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Effective on the initial public offering date of @ber 10, 2006, BreitBurn Management adopted thiwiag Long Term Incentive Plan
(BreitBurn Management LTIP) and the Unit AppreaatRights Plan (UAR plan) of the Predecessor agiqusly amended. The Predecessor’s
Executive Phantom Option Plan, Unit AppreciatioarPior Officers and Key Individuals (Founders PJamnd the Performance Trust Units
awarded to the Chief Financial Officer during 2Q0®ler the BreitBurn Management LTIP, were adopteBieitBurn Management with
amendments at the initial public offering date asatibed in the subject plan discussions below.

We may terminate or amend the long-term incentlae pt any time with respect to any units for whichrant has not yet been made. We
also have the right to alter or amend the long-teicantive plan or any part of the plan from tirodiine, including increasing the number of
units that may be granted subject to the requirésngfithe exchange upon which the Common Unitdisted at that time. However, no change
in any outstanding grant may be made that woulerigly reduce the rights or benefits of the pdptat without the consent of the participe
The plan will expire when units are no longer aafalié under the plan for grants or, if earliertésmination by us.

Stock Based Compensation

The Partnership applies SFAS No. 123Rare Based Paymentfor its stock-based compensation awards. Awaaissified as liabilities
are revalued at each reporting period using thekB&choles option pricing model and changes irfdirevalue of the options are recognized as
compensation expense over the vesting schedutbe afvards. Awards classified as equity are vatwrethe grant date and are recognized as
compensation expense over the vesting period. Tdjerity of the option awards outstanding at yead-2607 are liability-classified because
the awards are settled in cash and they are indexeither the Common Units or the Provident Ttusits. All of the liability-classified option
awards are distributioprotected awards through either an Adjustment Regtidefined in the plan or the holders receive dative distribution
amounts upon vesting equal to the actual distidiougimounts per Common Unit of the underlying natlddnits. In the Black-Scholes option
pricing model, the expected volatilities are bagedarily on the historical volatility of Providestunits for Provident indexed units and the
Alerian MLP Index for Partnership indexed unitseTPartnership and the Predecessor use historizat@astimate option exercises and
employee terminations within the valuation modeparate groups of employees that have similariistcexercise behavior are considered
separately for valuation purposes. The expected ¢éroptions granted is based on historical exerbehavior and represents the period of
that options granted are expected to be outstandliimgrisk free rate for periods within the conteet life of the option is based on U.S.
Treasury rates. Due to the distribution protecpoavision of the plans, zero distribution yieldassumed in the pricing model; however,
compensation cost is recognized based on the anfiitsted for the Adjustment Ratio and for certdang, it includes distribution amounts
accumulated to the reporting date.

Executive Phantom Option Plan

Effective on the initial public offering date of @ber 10, 2006, the Phantom Options awarded t€th€hief Executive Officers during
2006, were adopted by BreitBurn Management andexded into three separate awards. The first anepesented a one and one half percent
interest with respect to the operations of the prixgs that were not transferred to the Partnerfhithe 2006 fiscal year. Its unit value was
determined on the basis of an assessment of thatiai of the properties at the beginning of tisedl period as compared to an assessment of
the valuation of the properties at the end of tbeal period plus distributions paid less a hurdte of eight percent. The second award
represented a one and one half percent interestraspect to the operations of the propertieswieae transferred to the Partnership for the
period of January 1, 2006 to the initial publicasfiig date of October 10, 2006. Its unit value determined on the basis of an assessment of
the valuation of the properties at the beginnintheffiscal period as compared to the valuatiothefproperties at the end of the fiscal perio
determined using the initial public offering pripkis distributions paid less a prorated hurdle.rébe third award represented a one and one
half percent interest with respect to the operatioithe properties that were transferred to thénBeship for the period beginning on the initial
public offering date of October 10, 2006 and endingdecember 31, 2006. Its unit value was deterchirggng the initial public offering price
of $18.50 at October 10, 2006 as compared to tsmg unit price of $24.10 on December 29, 2008 &eprorated hurdle rate. The Partnership
records the compensation expense and relatedtyafoit the third award. All phantom options grathtier each plan year were settled in cash
before March 1 of the following year.
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Pursuant to the employment agreements, the Co-ERiegutive Officers were each awarded 336,364 pimamption units at a grant price
of $24.10 per unit under the executive phantomooppilan. These phantom units, in late 2007, wenealfed and terminated in exchange for
the right to receive a lump-sum payment of $2.4iomland 184,400 of Restricted Phantom Units (RPAds) grant price of $31.68 per unit,
which has a fair value of $5.8 million. The Parsiep payment was recorded to current related gEypables on the consolidated balance s
The RPUs generally will vest and be paid in Comrdaiits in three equal, annual installments on eactiversary date of the vesting
commencement date of the award. They will receisiillutions quarterly at the same rate payablotomon unitholders immediately after
grant. For detailed information on the RPUs, seeudisions at the end of this note regarding “ReesttiPhantom Units and Convertible
Phantom Units.”

The RPUs are classified as equity awards. At Deeei®b, 2007, the Partnership recognized $4.6 miliio the award in the Partnership’s
equity as deferred compensation.

Founders Plan

Under the Founders Plan, participants receivedappteciation rights which provide cash compensatiaelation to the appreciation in
the value of a specified number of underlying nmigphantom units. The value of the unit appresiatights was determined on the basis of a
valuation of the Predecessor at the end of thalfigeriod plus distributions during the period ldss value of the Predecessor at the beginning
of the period. The base price and vesting termedetermined by BreitBurn Management at the timiefgrant. Outstanding unit
appreciation rights vest in the following mannereehird vest three years after the grant date;toiné vest four years after the grant date and
one-third vest five years after the grant date aedsubject to specified service requirements.

Effective on the initial public offering date of @ber 10, 2006, all outstanding unit appreciatights under the Founders Plan were
adopted by BreitBurn Management and convertedthriee separate awards. The first award repres@memiillion unit appreciation rights at
weighted average grant price of $0.76 per unit wagpect to the operations of the properties tleaewot transferred to the Partnership. The
value of these unit appreciation rights at year-20@6 was determined on the basis of an assessiir® valuation of the properties at the
original grant date as compared to an assessmémt ohluation of the properties at the end offigwal period plus distributions paid. The
second award represented 309,570 unit appreciatjbts at a weighted average grant price of $4atQupit with respect to the operations of
the properties that were transferred to the Pastmgifor the period from the original date of gremthe initial public offering date of October
10, 2006. The value of the unit appreciation righés determined on the basis of an assessmerg ghthation of the properties at the original
grant date as compared to the valuation of thegstigs at the end of the fiscal period as deterchirgng the initial public offering price plus
distributions paid. The first two awards are th&pansibility of the Predecessor.

The third award represented 309,570 Partnershipappreciation rights at a base price of $18.50upérwith respect to the operations of
the properties that were transferred to the Patrigifor the period beginning on the initial pubditering date of October 10, 2006. The award
is liability-classified and is being charged to f&rtnership as compensation expense over thengmaiesting schedule. The value of the
outstanding Partnership unit appreciation rights reaneasured at December 31, 2007 using a Blaachption pricing model with a
market price of $28.90 per unit. The expected vdiatanged from 9 percent to 21 percent and heg@hted average volatility of 9.8 percent.
The average risk free rate was approximately 3t8qme. The expected option terms ranged from otfeybar to three and one half years. At
December 31, 2007, the aggregate value of thed/@ste unvested unit appreciation rights was $41omj and the vested portion of $3.0
million was recorded on the consolidated balaneeth
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The following table summarizes information aboupfgriation Rights Units issued under the Found&s.P

December 31, 2007

Number of Weighted

Appreciation Average
Rights Units Exercise Price
Outstanding , beginning of period 305,57 $ 18.5(
Exercised (91,467 18.5(
Outstanding, end of period 214,100 $ 18.5(
Exercisable, end of period - $ s

BreitBurn Management LTIP and the Partnership LTIP

In September 2005, certain employees of the Predecevere granted restricted units (RTUs) and/diopmance units (PTUs), both of
which entitle the employee to receive cash compensa relation to the value of a specified numbgunderlying notional trust units indexed
to Provident Energy Trust Units. The grants areedlam personal performance objectives. This plpfaces the Unit Appreciation Right Plan
for Employees and Consultants for the period &8egtember 2005 and subsequent years. RTUs vethichat the end of year one, one third
at end of year two and one third at the end of yle@e after grant. In general, cash payments e@quhbk value of the underlying notional units
are made on the anniversary dates of the RTU tertifdoyees entitled to receive them. PTUs vesethiears from the end of third year after
grant and payout can range from zero to two hungezdent of the initial grant depending on theltogturn of the underlying notional units as
compared to the returns of selected peer companiestotal return of the Provident Energy Trust isxcurrently compared with the return of
25 selected Canadian trusts and funds. The Praviideexed PTUs granted in 2005 and 2006 entitleleypees to receive cash payments equal
to the market price of the underlying notional enitnder the Partnership’s LTIP, Partnership indeéX&Us were granted in 2007 and are
payable in cash or may be paid in Common UnithefRartnership if elected at least 60 days prieesiing by the grantees. The total retur
the Partnership unit is compared with the returd®€ompanies in the Alerian MLP Index for the patyaultiplier. All of the grants are
liability-classified. Underlying notional units aestablished based on target salary LTIP thrediooldach employee. The awarded notional
units are adjusted cumulatively thereafter forribstion payments through the use of an adjustregid. The estimated fair value associated
with RTUs and PTUs is expensed in the statemeimocoine over the vesting period.

The total liability recognized for units granted2805 and 2006 is divided between the Partnersidgta Predecessor. The Partnership’s
share of the aggregate liability under the BreitBManagement LTIP was $6.6 million at December2BD7. The vested portion, as reflected
on the consolidated balance sheet at Decembel0BY, %vas $2.8 million.

The following tables summarize information abowt thstricted/performance units granted in 20052066 including the parameters used
in the Black-Scholes pricing model for all grants.

At December 31, 2007
PVE indexed units Partnership indexed units

Expected Volatility 29% 9 -14%
Weighted Average Volatility 29% 13.1%
Expected Term 1/2 -1 yea 1 -2 year
Average Risk Free Rate 3.3% 3.1%
Market price per unit $ 10 $ 28.9(
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BreitBurn Management Company
PVE indexed units

Year Ended
December 31, 200
Weighted
Number of Average
Units Grant Price
Outstanding , beginning of period 318,38¢ $ 10.82
Granted - -
Exercised (36,209) 10.83%
Cancelled (14,489 11.5¢
Outstanding, end of period 267,70. $ 10.7:
Exercisable, end of period - $ -

The following table summarizes information abow thstricted/performance units granted in 2007.

Partnership indexed units
December 31, 2007

Weighted

Number of Average

Units Grant Price
Outstanding , beginning of period 20,48: $ 21.67
Granted 91,83¢ 24.1(
Exercised (99) 24.1(
Cancelled (3,502) 24.1(
Outstanding, end of period 108,71° $ 23.6¢

Exercisable, end of period - $ =
Unit Appreciation Right Plan

In 2004, the Predecessor adopted the Unit Appieni&ight Plan for Employees and Consultants (&R Plan™). Under the UAR
Plan, certain employees of the Predecessor wengegrainit appreciation rights (“UARs”). The UARstitle the employee to receive cash
compensation in relation to the value of a spegifiamber of underlying notional trust units of Hdmnt (“Phantom Units™). The exercise
price and the vesting terms of the UARs were ddtexthat the sole discretion of the Plan Administrat the time of the grant. The UAR Plan
was replaced with the BreitBurn Management LTIEhatend of September 2005. The grants issued toribie replacement of the UAR Plan
will fully vest in 2008.

UARSs vest one third at the end of year one, o thii the end of year two and one third at theafngar three after grant. Upon vesting,
the employee is entitled to receive a cash paymgmdl to the excess of the market price of Provi@aergy Trust’s units (PVE units) over the
exercise price of the Phantom Units at the grate, daljusted for an additional amount equal toExgess Distributions, as defined in the plan.
The Predecessor settles rights earned under themptash.

The total liability for the UAR plan is divided lve¢en the Partnership and its Predecessor. Thedpsiitp’s share of the aggregate liability
recognized on the consolidated balance sheetédU#R Plan was approximately $0.4 million at Decem®1, 2007. In the Black-Scholes
option pricing model for this plan, the expectedhatitity used was 29 percent and the risk rate &«8gpercent. The expected option term is less
than one half year.
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The following table summarizes the information abdARSs:

BreitBurn Management Company
PVE indexed units
December 31, 200

Number of Weighted

Appreciation Average
Rights Exercise Price
Outstanding , beginning of period 47452. $ 8.41
Exercised (316,18)) 8.9¢
Cancelled (4,015 9.1¢€
Outstanding, end of period 154,320 % 9.6%
Exercisable, end of period 115,000 $ 9.5¢

Director Performance Units

Effective with the initial public offering, the Raership also made grants of Restricted Phantortslimihe Partnership to the non-
employee directors of its General Partner. Eacmfaima unit is accompanied by a distribution equinaleit right entitling the holder to an
additional number of phantom units with a valueada the amount of distributions paid on each Camrdnit of the Partnership until
settlement. Upon vesting, the majority of the pbantinits will be paid in Common Units, except fertain directors’ awards which will be
settled in cash. The unit-settled awards are ¢ladsas equity and the cash-settled awards arsifiexsas liabilities. The estimated fair value
associated with these phantom units is expenstgatiatatement of income over the vesting perio@. d¢cumulated compensation expense for
unit-settled awards is reported in the Partnershéguity and for cash-settled grants, it is refldas a liability on the consolidated balance
sheet.

As of December 31, 2008, the Partnership’s aggedistility under the outstanding grants was $0ifion and the vested portion of $0.3
million was recognized on the consolidated balastrset.

The following table summarizes information abowt Birector Performance Units.

December 31, 2007

Number of Weighted
Performance Average
Units Grant Price
Outstanding , beginning of period 20,02¢ $ 18.5(
Granted 17,44’ 24.1(
Outstanding, end of period 37,47: 9 21.11
Exercisable, end of period - 3 =

Restricted Phantom Units and Convertible Phantom Uits

In connection with the changes to BreitBurn Managets executive compensation program, the boadirettors of the General Partner
has approved two new types of awards under theétattip LTIP, namely, Restricted Phantom Units (RP&hd Convertible Phantom Units
(CPUSs). In December 2007, seven executives of dree€al Partner received 188,545 units of RPUs &4¢b60 units of CPUs at a grant price
of $30.29 per Common Unit. Each of the awards hawesting commencement date of January 1, 2008ovember 2007, the Co-Chief
Executive Officers also received 184,400 of Retddhantom Units (RPUs) at a grant price of $3p&8Common Unit under the
Partnership’s Long-Term Incentive Plan. Those etieewfficers received CPU grants because theyratige best position to influence the
Partnership’s operating results and, thereforeatheunt of distributions the Partnership makesolddrs of its Common Units. As discussed
below, payments under CPUs are significantly teethe amount of distributions the Partnership magdwlders of its Common Units. As
discussed further below, the number of CPUs ultilyadwarded to each of these senior executiveassdupon the level of distributions to
common unitholders achieved during the term ofGR&Js. The CPU grants vest over a longer-term perfiagh to five years. Therefore, these
grants will not be made on an annual basis. Newtgreould be made at the boardiiscretion at a future date after the present GRldts hav
vested. A holder of an RPU is entitled to receiagments equal to quarterly distributions in casthattime they are made. As a result, the



Partnership believes that RPUs better incentividddrs of these awards to grow stable distributfonsts common unitholders than do
performance units.
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Restricted Phantom Units (RPURPUs are phantom equity awards that, to the extsted, represent the right to receive actual
partnership units upon specified payment eventsldRienerally vest in three equal, annual instalksen each anniversary of the vesting
commencement date of the award. In addition, edd R granted in tandem with a distribution equawalright that will remain outstanding
from the grant of the RPU until the earlier to acotiits forfeiture or the payment of the undertyianit, and which entitles the grantee to
receive payment of amounts equal to distributicaid fo each holder of an actual partnership uniindusuch period. RPUs that do not vest for
any reason are forfeited upon a grantee’s ternanaif employment.

Convertible Phantom Units (CPUS}PUs vest on the earliest to occur of (i) Janua®013, (ii) the date on which the aggregate amot
distributions paid to common unitholders for anyrfeaonsecutive quarters during the term of the evisgreater than or equal to $3.10 per
Common Unit and (iii) upon the occurrence of thattleor “disability” of the grantee or his or herrténation without “cause” or for “good
reason” (as defined in the holder’s employment agyent, if applicable). Unvested CPUs are forfeitetthe event that the grantee ceases to
remain in the service of BreitBurn Management.

Prior to vesting, a holder of a CPU is entitleddoeive payments equal to the amount of distrilmstimade by the Partnership with respect
to each of the Common Units multiplied by the numifeCommon Unit equivalents underlying the CPUthattime of the distribution.
Initially, one Common Unit equivalent underlies e&PU at the time it was awarded to the grantesvdder, the number of Common Unit
equivalents underlying the CPUs increase at a comgbed rate of 25 percent upon the achievementabf Bgpercent compounded increase in
the distributions paid by the Partnership to itsmowon unitholders. Conversely, the number of Comidoit equivalents underlying the CPUs
decrease at a compounded rate of 25 percent distrbutions paid by the Partnership to its commaitholders decreases at a compounded
rate of 5 percent.

In the event that the CPUs vest on January 1, @b&cause the aggregate amount of distributioitstpa&common unitholders for any
four consecutive quarters during the term of tharaws greater than $3.10 per Common Unit, the CRbtldd convert into a number of
Common Units equal to the number of Common Unif\eajants underlying the CPUs at such time (caleddtased upon the aggregate
amount of distributions made per Common Unit fa peceding four quarters).

In the event that CPUs vest due to the death abiity of the grantee or his or her terminatiortheiut cause or good reason, the CPUs
would convert into a number of Common Units eqoahe number of Common Unit equivalents underlyhigyCPUs at such time, pro-rated
based on when the death or disability occurredtRine number of Common Unit equivalents wouldaleulated based upon the aggregate
amount of distributions made per Common Unit fa pheceding four quarters or, if such calculaticuld provide for a greater number of
Common Unit equivalents, the most recently annodmgearterly distribution level by the Partnershipam annualized basis. Then, this nun
would be pro rated by multiplying it by a percerdagjual to:

= if such termination occurs on or before December2BD8, a percentage equal to 40 percent;

= if such termination occurs on or before December2BD9, a percentage equal to 60 percent;

= if such termination occurs on or before December2B10, a percentage equal to 80 percent; and
= if such termination occurs on or after JanuaryQl,12 a percentage equal to 100 percent.
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14. Commitments and Contingencies
Lease Rental Obligations

The Partnership has operating leases for officeespad other property and equipment having indtiaemaining noncancelable lease
terms in excess of one year. The Partnership’sduninimum rental payments for operating leasdesmember 31, 2007 are presented below:

Payments Due by Year

after
Thousands of dollars 2008 2009 2010 2011 2012 2012 Total

Operating leases $ 251 $ 86 $ -$ -$ -$ -$ 337

As of December 31, 2007, under the Administratieevites Agreement, the Partnership reimbursed Bueit Management for a pro-rata
amount of the expenditures made for office, vehéeld office equipment leases (see NoteRelated Party Transactions). The Partnership
was not a party to those leases. Net rental paysradioicated to the Partnership under taneelable operating leases were $0.4 million i7Z

Surety Bonds and Letters of Credit

In the normal course of business, the Partnersidplerformance obligations that are secured, ifemoin part, by surety bonds or letters
of credit. These obligations primarily cover sel§irance and other programs where governmentahiaegens require such support. These
surety bonds and letters of credit are issuedrmnfiial institutions and are required to be reimbdrby the Partnership if drawn upon. At
December 31, 2007, the Partnership had obtainédugasurety bonds for $7.6 million. At December 2007, the Partnership had $0.3 million
in letters of credit outstanding.

Other

The Partnership is involved in various lawsuitajrols and inquiries, most of which are routine @ lature of its business. In the opinion
of management, the resolution of these mattersnetllhave a material effect on the Partnershipiarfcial position, results of operations or
liquidity.

For the Partnership’s newly acquired propertieBlarida, there are a limited number of alternativethods of transportation for its
production. Substantially all of the Partnershipilsproduction is transported by pipelines, truelksl barges owned by third parties. The
inability or unwillingness of these parties to pidstransportation services for a reasonable fedaesult in the Partnership having to find
transportation alternatives, increased transportatosts, or involuntary curtailment of its oil grection in Florida, which could have a nega
impact on its future consolidated financial positicesults of operations or cash flows.

In connection with the private placement of Comnhiits to finance the Quicksilver Acquisition, tharBhership agreed to file a shelf
registration statement to register the Common Ungsld. If the shelf registration statement i effective within 275 days after the closing of
such private placement, then the Partnership maysthe Purchasers liquidated damages. The Paripdrslieves that it will be able to meet
these requirements and does not expect to incudamages. See the discussion under Note 11 regatdirPartnership’s responsibilities
pertaining to the sale of its Common Units in thiegte placement.

15. Supplemental property tax billings

In accordance with paragraph 8 of SFAS NoA&;ounting for Contingencieghe Predecessor has accrued the full amountof th
supplemental property tax billings in its 2006 fic&al statements. This accrual increased propargxpense by $1.6 million (net of expected
recoveries from working interest and mineral ins¢x@vners). In July 2006, the Predecessor filedppeal with Los Angeles County
challenging the reassessed values used in theesupptal property tax billings. In 2007, the appeas$ withdrawn as the reassessment
calculations for the properties fair values werkedained to have been performed within acceptabid and were in accordance with the
regulations.
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16. Retirement Plan

We have no employees, but through an AdministraBieesices Agreement with BreitBurn Management, Buin Management is the
employer. BreitBurn Management has a defined domtion retirement plan, which covers substantiallyof its employees who have
completed at least three months of service. The ptavides for BreitBurn Management to make regatantributions based on employee
contributions as provided for in the plan agreemEntployees fully vest in BreitBurn Management sitibutions after five years of service.
As of December 31, 2007, the Partnership and BueitEEnergy were each allocated a portion of thehag contributions made by BreitBurn
Management. For the year ended December 31, 200 Tatching contributions paid by the Partnerstepen$0.1 million.

17. Significant Customers

The Partnership sells oil, natural gas and nagaalliquids primarily to large domestic refinerscofide oil. For the year ended December
31, 2007, ConocoPhillips, Marathon Oil Company, &fains marketing purchased approximately 20%, 249%d,15%, respectively, of net
production.

18. Minority Interests

As discussed in Note 2 under “Principles of Comkadlon,” the public unitholdershterest and the interests of the other limitedrpgas are
reflected as minority interests and at Decembef8@y were $1,423.8 million.

In addition, the Partnership, through the BEPI Asijjion (see Note 4 - Acquisitions), acquired timaited partner interest (99 percent) of
BEPI. As such, the Partnership is fully consolidgtihe results of BEPI and thus is recognizing aamify interest liability representing the
book value of the general partner’s interests. At&nber 31, 2007, the amount of this minority ieséliability was $0.5 million. The general
partner of BEPI holds a 35 percent reversionamréest under the existing limited partnership agesgrapplicable to the properties. This
reversionary interest is expected to occur at adédfpayout, which is estimated to occur in 2012elleon year-end price and cost projections.

19. Subsequent Events

On February 14, 2008, the Partnership paid a castibdition of approximately $30.5 million to usdathe common unitholders of record
as of the close of business on February 11, 2008 .distribution that was paid to unitholders wasgt$@5 per Common Unit. Our share of the
distribution was $202,939. In February 2008, therfeaship also paid a distribution of approximat®/5 million on Restricted Phantom Units
and Convertible Phantom Units issued under its Edagn Incentive Plans.

On May 15, 2008, the Partnership paid a cash bligtan of approximately $33.7 million to us and tteenmon unitholders of record as of
the close of business on May 9, 2008. The distobupaid to unitholders was $0.50 per Common Uditr share of the distribution was
$224,242. In May 2008, the Partnership also palstibution of $0.5 million on Restricted Phantamits and Convertible Phantom Units
issued under its Long-Term Incentive Plans.

On June 17, 2008, the Partnership purchased 18g®4pmmon units representing limited partnershiprests in the Partnership
(“Common Units”) from subsidiaries of Provident ®purchase price of $335,033,175 (the “Common Buaithase”). These units have been
cancelled and are no longer outstanding. The Raftipealso purchased Provident’'s 95.55% limiteHiliy interest in BreitBurn Management
for a purchase price of $9,966,825 (the “BreitBhtanagement Purchase”). Also on June 17, 2008 thted?ahip entered into a contribution
agreement (the “Contribution Agreement”) with useiBBurn Management and BreitBurn Corporation, whigwholly owned by our C&hief
Executive Officers, Halbert S. Washburn and RandaBreitenbach, pursuant to which BreitBurn Cogtimn contributed its 4.45% limited
liability company interest in BreitBurn Managemémthe Partnership in exchange for 19,955 Commaitslémd BreitBurn Management
contributed its 100% limited liability company inést in us to the Partnership. On the same dateRdntnership entered into Amendment N
to the First Amended and Restated Agreement oftemniPartnership of the Partnership, pursuant tehwtiie economic portion of our
0.66473% general partner interest in the Partnemshi eliminated. As a result of these transactjooltectively, the “Purchase, Contribution
and Partnership Transactions”), we and BreitBurmadigement became wholly owned subsidiaries of tia&ship.
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The Partnership incurred $0.6 million in transactiosts related to the Common Unit Purchase.

In connection with the Purchase, Contribution aadrership Transactions, BreitBurn Management edtarto an Amended and Restated
Administrative services agreement with BreitBurreEjy, pursuant to which BreitBurn Management wilhtinue to provide administrative
services to BreitBurn Energy, in exchange for a tilyrfee of $775 thousand until December 31, 2@@8vyhich time a fee will be negotiated
good faith by both parties. All of the costs noarded to BreitBurn Energy are now consolidated withPartnership’s results.

On June 17, 2008, in connection with the Purch@satribution and Partnership Transactions, the Batd0, 2006 Omnibus Agreement
between us, the Partnership, Provident, Pro GRBBagitBurn Energy was terminated in all respects.

On June 17, 2008, in connection with the Purch@satribution and Partnership Transactions, theneaship and its wholly owned
subsidiaries entered into the First Amendment teeAded and Restated Credit Agreement, Limited WaindrConsent and First Amendment
to Security Agreement (the “Amendment No. 1 to @radreement”), with Wells Fargo Bank, National Assation, as administrative agent.
Amendment No. 1 to Credit Agreement increased threolving base available under the Amended and Res@redit Agreement dated
November 1, 2007 to $900 million. The Partnerstipduborrowings under Amendment No. 1 to Credit Agrent to finance the Common U
Purchase and the BreitBurn Management Purchase.

20. Oil and Natural Gas Activities (Unaudited)
Costs incurred

The Partnership’s oil and natural gas activities@nducted in the United States. The followindgaummarizes the costs incurred by the
Partnership:

Year Ended
December 31,
Thousands of dollars 2007
Property acquisition costs (1)
Proved $ 1,437,12!
Unproved 213,34«
Development costs 26,95¢
Asset retirement obligation 3,58:
Support facilities (1) 48,81(
Total $ 1,729,82!

(1) See Note 4 - Acquisitions for additional infation
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Capitalized costs

The following table presents the aggregate capédlicosts subject to depreciation, depletion anoréation relating to oil and gas
activities, and the aggregate related accumuldtedance.

At December 31

Thousands of dollars 2007
Proved properties and related producing assets
Leasehold equipment and drilling $ 1,648,78
Support facilities 48,81(
Unproved properties 213,34
Accumulated depreciation, depletion and amortizatio (46,877
$ 1,864,06.

Supplemental reserve information

The following information summarizes the estimapeoved reserves of oil (including condensate andrahgas liquids) and natural gas
and the present values thereof for the Partnefshifhe year ended December 31, 2007. The follow@sgrve information is based upon
reports by Netherland, Sewell & Associates, Ina &ohlumberger Data & Consultingervices, independent petroleum engineering fifthe
estimates are prepared in accordance with SECatgus.

Management believes the reserve estimates preseateit, in accordance with generally acceptedresgging and evaluation principles
consistently applied, are reasonable. Howevergthsg numerous uncertainties inherent in estimagiragtities and values of the estimated
proved reserves and in projecting future ratesodpction and timing of development expenditurasluding many factors beyond the
Partnership’s control. Reserve engineering is gestibe process of estimating the recovery fromargcound accumulations of oil and gas that
cannot be measured in an exact manner and theaggoofrany reserve estimate is a function of thediguof available data and of engineering
and geological interpretation and judgment. Becaliseserve estimates are to some degree spe®yldte quantities of oil and gas that are
ultimately recovered, production and operating £abte amount and timing of future development exjtares and future oil and gas sales
prices may all differ from those assumed in thetemates. In addition, different reserve engineeay make different estimates of reserve
guantities and cash flows based upon the sameaglailata. Therefore, the standardized measursajuhted net future cash flows shown
below represents estimates only and should nobbstrued as the current market value of the estidhail and gas reserves attributable to the
Partnership’s properties. In this regard, the imfation set forth in the following tables includesisions of reserve estimates attributable to
proved properties included in the preceding yeastimates. Such revisions reflect additional infation from subsequent exploitation and
development activities, production history of thegerties involved and any adjustments in the ptefeconomic life of such properties
resulting from changes in product prices. Decreas#®e prices of oil and natural gas and incre@seperating expenses have had, and could
have in the future, an adverse effect on the aagryalue of the Partnership’s proved reserves @smevenues, profitability and cash flow.
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The following table sets forth certain data peiitegrto the Partnership’estimated proved and proved developed reservéisdfyear ende
December 31, 2007.

Year ended
December 31, 2007
Oil Gas
In Thousands (MBDbI) (MMcf)
Proved Reserves
Beginning balance 30,04: 4,19(
Revision of previous estimatés 3,26( (534)
Extensions, discoveries and other additihs 11¢€ -
Purchase of reserves in-place 27,00t 505,54°
Production (2,330) (4,139
Ending balance 58,09¢ 505,06
Proved Developed Reserves
Beginning balance 27,78¢ 4,19(
Ending balance 52,10: 457,44

(a) For 2007, in order to comply with recent SEC guimaand recommendations of the petroleum engineéirmg, additions due to infill
drilling are now classified in Revisions and weppximately 1,422 MBbI for oil and 19 MMcf for natl gas.

Standardized measure of discounted future net cadtows

The Standardized Measure of discounted future ast ows relating to the Partnership’s estimatexygd crude oil and natural gas
reserves as of December 31, 2007 is presented below

December 31,

Thousands of dollars 2007

Future cash inflows $ 8,154,92:
Future development costs (370,599
Future production expense (3,360,45)
Future net cash flows 4,423,87!
Discounted at 10% per year (2,511,40)
Standardized measure of discounted future netftash $ 1,912,46

The standardized measure of discounted futureastt ffows (discounted at 10 percent) from productibproved reserves was developed
as follows:

1. An estimate was made of the quantity of provedrieseand the future periods in which they are etgubto be produced based on
yeal-end economic conditions.

2. In accordance with SEC guidelines, the reservenmegs’ estimates of future net revenues from thinBiship’s estimated proved
properties and the present value thereof are mgidg il and gas sales prices in effect as of tHteslof such estimates and are held
constant throughout the life of the properties egtavhere such guidelines permit alternate treatnieeiuding the use of fixed and
determinable contractual price escalations. Th&nBeship has entered into various arrangemenis twr fimit the prices for a portion
of its oil and gas production. Arrangements in efft December 31, 2007 are discussed in Noteuch &rangements are not
reflected in the reserve reports.
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3. The future gross revenue streams were reducedtinyagsd future operating costs (including productmd ad valorem taxes) and
future development and abandonment costs, all aflwivere based on current costs. Future net casls faissume no future income
tax expense as the Partnership is essentially daxable entity except for two tax paying corpayasi whose future income tax
liabilities on a discounted basis are insignificant

The principal sources of changes in the Standaddizeasure of the future net cash flows for the yaated December 31, 2007 is
presented below:

December 31,

Thousands of dollars 2007

Beginning balance $ 312,49¢
Sales, net of production expense (114,04)
Net change in sales and transfer prices, net afymtion expens 243,37
Previously estimated development costs incurrethdwrear 15,45
Changes in estimated future development costs (22,689
Extensions, discoveries and improved recoveryphebsts 2,60z
Purchase of reserves in place 1,386,13:
Revision of quantity estimates and timing of estedgproduction 57,88:
Accretion of discount 31,25(
Ending balance $ 1,912,46
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EXHIBIT 99.2

BreitBurn GP, LLC and Subsidiaries
Consolidated Balance Sheet

June 30,
2008 December 31,
Thousands of dollars (Unaudited) 2007
ASSETS
Current assets:
Cash and cash equivalents $ 5,92¢
Accounts receivable 44,20:
Non-hedging derivative instruments 94¢
Related party receivables 1 35,56¢
Inventory 5,704
Prepaid expenses 2,08:
Intangibles - current portion 3,16¢
Other current assets 16C
Total current assets 1 97,76:
Equity investments 15,64¢
Property, plant and equipment
Oil and gas properties 1,910,94.
Non-oil and gas assets 56€
- 1,911,50!
Accumulated depletion and depreciation (47,029
Net property, plant and equipment - 1,864,48
Other long-term assets
Intangibles 3,22¢
Other long-term assets 5,43:
Total assets $ 1 $ 1,986,55!
LIABILITIES AND MEMBERS' EQUITY
Current liabilities:
Accounts payable $ 13,91(
Book overdraft 1,92(
Non-hedging derivative instruments 35,17:
Revenue distributions payables 21,26¢
Related party payables 10,13}
Accrued liabilities and other current liabilities 8,27¢
Total current liabilities - 90,68
Long-term debt 370,40(
Long-term related party payables 1,532
Deferred income taxes 3,074
Asset retirement obligation 27,81¢
Non-hedging derivative instruments 65,69¢
Other long-term liability 2,00(
Total liabilities - 561,20«
Minority interests 1,424,32
Commitments and contingencies
Members' equity 1 1,02¢
Total liabilities and members' equity $ 1 $ 1,986,55!

See accompanying notes to consolidated balancé shee
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Notes to Unaudited Consolidated Financial Statemest
1. Basis of Presentation

The accompanying unaudited consolidated finanté&éments have been prepared in accordance wigrgbnaccepted accounting
principles for interim financial information. Acadingly, they do not include all of the informatiand footnotes required by generally accepted
accounting principles for complete financial sta¢erts. In the opinion of management, all adjustméuasisting of normal recurring accruals)
considered necessary for a fair presentation haga lmcluded. BreitBurn GP, LLC as the generalnmarof BreitBurn Energy Partners L.P.
follows the successful efforts method of accounforpil and gas activities. Depreciation, depletand amortization (“DD&A”) of proved oil
and gas properties is computed using the unitsadyrtion method net of any estimated residualaggdwalues. For further information, refer
to the consolidated balance sheet and the foottioéesto as of December 31, 2007 as filed as Ex®®l in this Form 8-K on July 18, 2008.

2. Organization and Operations

BreitBurn GP, LLC (“BreitBurn GP” or the “GeneraéRner”) is a Delaware limited liability companyrfised on March 23, 2006 for the
purpose of becoming the general partner of BreitHtmergy Partners L.P. (the “Partnership”). Tharaship was formed on the same date to
acquire properties (the “Partnership Propertiesiifits predecessor, BreitBurn Energy Company,(thE “Predecessor” or “BreitBurn
Energy”). The Partnership engages in the acquisitievelopment, and production of oil and natuea groperties and conducts its operations
through its wholly-owned subsidiaries BreitBurn @qgng L.P. (“OLP”) and OLP’s general partner BRaitn Operating GP, LLC (“OGP”).
References in this filing to “we,” “our,” “us” oike terms refer to the General Partner, BreitBuR G_C.

On June 17, 2008, the Partnership purchased 18g®4pmmon units representing limited partnershiprests in the Partnership
(“Common Units”) from Provident Energy Trust (“Pident”) for a purchase price of $335,033,175 (tBerhmon Unit PurchaseThese unit
have been cancelled and are no longer outstantligPartnership also purchased Provident’s 95.%®tet liability company interest in
BreitBurn Management Company, LLC (“BreitBurn Mapatent”) for a purchase price of $9,966,825 (thest®urn Management Purchaye”
Also on June 17, 2008, the Partnership enteredairm@ntribution agreement (the “Contribution Agresitti) with us, BreitBurn Management
and BreitBurn Energy Corporation (“BreitBurn Corption”), which is wholly owned by our C8hief Executive Officers, Halbert S. Washb
and Randall H. Breitenbach, pursuant to which Bugih Corporation contributed its 4.45% limited ligl company interest in BreitBurn
Management to the Partnership in exchange for 59C@8nmon Units and BreitBurn Management contribited00% limited liability
company interest in us to the Partnership. On &ngesdate, the Partnership entered into Amendment lothe First Amended and Restated
Agreement of Limited Partnership of the Partnershigsuant to which the economic portion of ou6d.8% general partner interest in the
Partnership was eliminated. As a result of themasgictions (collectively, the “Purchase, Contribiutand Partnership Transactions”), we and
BreitBurn Management became wholly owned subsieléaoif the Partnership.

The Partnership incurred $0.6 million in transactosts related to the Common Unit Purchase.

As the economic portion of our interest in the Rarship was eliminated on June 17, 2007 and wenfre@awholly owned subsidiary of 1
Partnership, the unaudited balance sheet at Jyrg088 reflects the Partnership’s one thousanddoilembership interest in us.

In connection with the Purchase, Contribution aadrership Transactions, BreitBurn Management edterto an Amended and Restated
Administrative Services Agreement with BreitBurnelgy, pursuant to which BreitBurn Management wilhtinue to provide administrative
services to BreitBurn Energy, in exchange for a tilgrfee of $775 thousand until December 31, 2@@8yhich time a fee will be negotiated
good faith by both parties. All of the costs noarded to BreitBurn Energy are now consolidated withPartnership’s results.

On June 17, 2008, in connection with the Purch@satribution and Partnership Transactions, the @atd0, 2006 Omnibus Agreement
between us, the Partnership, Provident, Pro GRBagitBurn Energy was terminated in all respects.
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On June 17, 2008, in connection with the Purch@satribution and Partnership Transactions, theneaship and its wholly owned
subsidiaries entered into the First Amendment teeAded and Restated Credit Agreement, Limited WaindrConsent and First Amendment
to Security Agreement (the “Amendment No. 1 to @radreement”), with Wells Fargo Bank, National Assation, as administrative agent.
Amendment No. 1 to Credit Agreement increased treolving base available under the Amended and Res@Gredit Agreement dated

November 1, 2007 to $900 million. The Partnerstipduborrowings under Amendment No. 1 to Credit Agrent to finance the Common U
Purchase and the BreitBurn Management Purchase.




EXHIBIT 99.3

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-8 (File 388-149190) of BreitBurn Energy

Partners L.P. of our report dated July 18, 200&tirey to the consolidated balance sheet of BreitBgiP, LLC, which appears in this Current
Report on Form 8-K.

/s! PricewaterhouseCoopers LLP
Los Angeles, California
July 18, 2008




