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PART I.

FINANCIAL INFORMATION

Item 1. Financial Statements
SUNOCO LOGISTICS PARTNERS L.P.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

(in millions, except per unit amounts)
 

  Three Months Ended March 31,

  2014  2013
Revenues     
Sales and other operating revenue:     

Unaffiliated customers  $ 4,171  $ 3,098
Affiliates (Note 4)  306  414
Total Revenues  4,477  3,512

Costs and Expenses     
Cost of products sold  4,210  3,224
Operating expenses  34  26
Selling, general and administrative expenses  37  33
Depreciation and amortization expense  69  64

Total Costs and Expenses  4,350  3,347
Operating Income  127  165
Interest cost and debt expense, net  (26)  (24)
Capitalized interest  10  5
Other income  4  2
Income Before Provision for Income Taxes  115  148
Provision for income taxes (Note 8)  (5)  (6)
Net Income  110  142
Less: Net income attributable to noncontrolling interests  (3)  (2)
Net Income Attributable to Sunoco Logistics Partners L.P.  107  140
Less: General Partner's interest  (38)  (27)

Limited Partners' interest  $ 69  $ 113

     

Net Income Attributable to Sunoco Logistics Partners L.P. per Limited Partner
unit (Note 5):    
Basic  $ 0.66  $ 1.09
Diluted  $ 0.66  $ 1.09

     

Weighted average Limited Partners' units outstanding (Note 5):    
Basic  104.0  103.8
Diluted  104.5  104.1

     

Comprehensive Income  $ 110  $ 142
Less: Comprehensive income attributable to noncontrolling interests  (3)  (2)
Comprehensive Income Attributable to Sunoco Logistics Partners L.P.  $ 107  $ 140

 

(See Accompanying Notes)
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SUNOCO LOGISTICS PARTNERS L.P.
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
(in millions)

 

  March 31, 2014  December 31, 2013

Assets     
Cash and cash equivalents  $ 140  $ 39
Advances to affiliated companies (Note 4)  14  239
Accounts receivable, affiliated companies (Note 4)  1  11
Accounts receivable, net  2,824  2,184
Inventories (Note 6)  670  600
Total Current Assets  3,649  3,073
Properties, plants and equipment  7,267  6,785
Less accumulated depreciation and amortization  (322)  (266)
Properties, plants and equipment, net  6,945  6,519
Investment in affiliates  168  125
Goodwill  1,346  1,346
Intangible assets, net (Note 7)  781  794
Other assets  44  40
Total Assets  $ 12,933  $ 11,897
Liabilities and Equity     
Accounts payable  $ 2,915  $ 2,451
Accounts payable, affiliated companies (Note 4)  22  17
Accrued liabilities  200  197
Accrued taxes payable (Note 8)  63  71
Total Current Liabilities  3,200  2,736
Long-term debt (Note 9)  3,073  2,503
Other deferred credits and liabilities  79  80
Deferred income taxes (Note 8)  252  253
Total Liabilities  6,604  5,572
Commitments and contingent liabilities (Note 10)   
Total Equity (Note 11)  6,329  6,325
Total Liabilities and Equity  $ 12,933  $ 11,897

(See Accompanying Notes)
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SUNOCO LOGISTICS PARTNERS L.P.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(in millions)

 

  Three Months Ended March 31,

  2014  2013

Cash Flows from Operating Activities:     
Net Income  $ 110  $ 142
Adjustments to reconcile net income to net cash used in operating activities:     
Depreciation and amortization expense  69  64
Deferred income tax benefit  (1)  —
Amortization of bond premium  (4)  (6)
Amortization of financing fees and bond discount  (1)  —
LTIP expense  5  4
Changes in working capital pertaining to operating activities:     

Accounts receivable, affiliated companies  10  (16)
Accounts receivable, net  (640)  (359)
Inventories  (70)  (231)
Accounts payable, affiliated companies  5  (11)
Accounts payable and accrued liabilities  407  412
Accrued taxes payable  (8)  (1)

Other  (7)  (2)
Net cash used in operating activities  (125)  (4)
Cash Flows from Investing Activities:     
Capital expenditures  (423)  (140)
Investment in joint venture interests  (42)  —
Net cash used in investing activities  (465)  (140)
Cash Flows from Financing Activities:     
Distributions paid to limited and general partners  (104)  (80)
Distributions paid to noncontrolling interests  (2)  (2)
Payments of statutory withholding on net issuance of limited partner units under LTIP  (6)  (1)
Repayments under credit facilities  —  (119)
Borrowings under credit facilities  750  13
Net proceeds from issuance of long-term debt  —  691
Repayments of senior notes  (175)  —
Advances to affiliated companies, net  225  (359)
Contributions attributable to acquisition from affiliate  3  —
Net cash provided by financing activities  691  143
Net change in cash and cash equivalents  101  (1)
Cash and cash equivalents at beginning of period  39  3
Cash and cash equivalents at end of period  $ 140  $ 2

(See Accompanying Notes)
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SUNOCO LOGISTICS PARTNERS L.P.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

(UNAUDITED)
(in millions)

 

  Limited Partners  
General
Partner  

Accumulated Other
Comprehensive
Income (Loss)  

Noncontrolling
Interests  Total

           

Balance at January 1, 2013  $ 5,175  $ 897  $ —  $ 123  $ 6,195
Net Income  113  27  —  2  142

Total comprehensive income  113  27  —  2  142
Equity compensation accrual under LTIP  4  —  —  —  4
Payments of statutory withholding on net

issuance of limited partner units under
LTIP  (1)  —  —  —  (1)

Distributions  (57)  (23)  —  (2)  (82)
Other  —  —  —  1  1
Balance at March 31, 2013  $ 5,234  $ 901  $ —  $ 124  $ 6,259

           

Balance at January 1, 2014  $ 5,292  $ 912  $ —  $ 121  $ 6,325
Net Income  69  38  —  3  110

Total comprehensive income  69  38  —  3  110
Equity compensation accrual under LTIP  5  —  —  —  5
Distribution equivalent rights  (2)  —  —  —  (2)
Payments of statutory withholding on net

issuance of limited partner units under
LTIP  (6)  —  —  —  (6)

Distributions  (69)  (35)  —  (2)  (106)
Contributions attributable to acquisition from

affiliate  3  —  —  —  3
Balance at March 31, 2014  $ 5,292  $ 915  $ —  $ 122  $ 6,329

(See Accompanying Notes)
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SUNOCO LOGISTICS PARTNERS L.P.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. Organization and Basis of Presentation

Sunoco Logistics Partners L.P. (the "Partnership") is a publicly traded Delaware limited partnership that owns and operates a logistics business,
consisting of crude oil, refined products and natural gas liquids ("NGL") pipelines, terminalling and storage assets, and crude oil, refined products and NGL
acquisition and marketing assets. The Partnership conducts its business activities in more than 30 states located throughout the United States.

The condensed consolidated financial statements reflect the results of the Partnership and its wholly owned subsidiaries, including Sunoco Logistics
Partners Operations L.P. (the "Operating Partnership"), the proportionate shares of the Partnership's undivided interests in assets, and the accounts of entities
in which the Partnership has a controlling financial interest. A controlling financial interest is evidenced by either a voting interest greater than 50 percent or a
risk and rewards model that identifies the Partnership or one of its subsidiaries as the primary beneficiary of a variable-interest entity. The Partnership holds a
controlling financial interest in Inland Corporation ("Inland"), Mid-Valley Pipeline Company ("Mid-Valley") and West Texas Gulf Pipe Line Company ("West
Texas Gulf"), and as such, these entities are reflected as consolidated subsidiaries of the Partnership. All significant intercompany accounts and transactions
are eliminated in consolidation and noncontrolling interests in net income and equity are shown separately in the condensed consolidated statements of
comprehensive income and balance sheets. Equity ownership interests in corporate joint ventures in which the Partnership does not have a controlling
financial interest, but over which the Partnership can exercise significant influence, are accounted for under the equity method of accounting.

The accompanying condensed consolidated financial statements are presented in accordance with the requirements of Form 10-Q and accounting
principles generally accepted in the United States for interim financial reporting. They do not include all disclosures normally made in annual financial
statements contained in Form 10-K. The accompanying condensed consolidated balance sheet at December 31, 2013 has been derived from the Partnership's
audited financial statements for the year ended December 31, 2013. In management's opinion, all adjustments necessary for a fair presentation of the results of
operations, financial position and cash flows for the periods shown have been made. All such adjustments are of a normal recurring nature. The Partnership
expects the interim increase in the quantity of crude oil inventory to decline by year end and therefore has adjusted its interim LIFO calculation to produce a
reasonable matching of the most recently incurred costs with current revenues. Results for the three months ended March 31, 2014 are not necessarily
indicative of results for the full year 2014.

Certain amounts in the prior year condensed consolidated financial statements have been reclassified to conform to the current-year presentation.

2. Changes in Business and Other Matters

In the third quarter 2013, the Partnership entered into an agreement to form SunVit Pipeline LLC ("SunVit"), a joint venture with Vitol, Inc. ("Vitol"),
in which each party will maintain a 50 percent ownership interest. SunVit will construct and own a crude oil pipeline, which will originate in Midland, Texas
and run to Garden City, Texas. The new pipeline will connect to the Partnership's existing pipelines and along with the Partnership's Permian Express 2
pipeline project, will provide additional takeaway capacity from the Permian Basin. SunVit is expected to commence operations in 2015. Under the terms of
the joint venture agreement, each owner will fund construction of the pipeline and operating expenses in proportion with its ownership interest. Per the
agreement, during the fourth quarter 2013, the Partnership and Vitol each accrued $3 million of contributions to cover initial construction costs. SunVit is
reflected as an equity method investment within the Partnership's Crude Oil Pipelines segment.

3. Acquisitions

In the first quarter 2014, the Partnership exercised its rights to acquire an additional ownership interest in Explorer Pipeline Company ("Explorer")
from an affiliate of Chevron for $42 million, increasing the Partnership's ownership interest from 9.4 percent to 13.3 percent. Explorer owns approximately
1,400 miles of refined products pipelines running from the Gulf Coast of the United States to the Chicago, Illinois area. The fair value of the investment was
estimated based on the fair value of the consideration transferred. The investment continues to be accounted for as an equity method investment within the
Partnership's Refined Products Pipelines segment, with the equity income recorded based on the Partnership's ownership percentage for each period
presented.
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4. Related Party Transactions

The Partnership is a consolidated subsidiary of Energy Transfer Partners, L.P. ("ETP"). ETP and one of its affiliates own Sunoco Partners LLC, the
Partnership's general partner, and a 32.2 percent limited partner interest in the Partnership. The Partnership has various operating and administrative
agreements with ETP and its affiliates, including Sunoco, Inc. ("Sunoco"), which include the agreements described below.

Advances to Affiliated Companies

The Partnership has a treasury services agreement with Sunoco pursuant to which it, among other things, participates in Sunoco's centralized cash
management program. Under the program, all of the Partnership's cash receipts and cash disbursements are processed, together with those of Sunoco and its
other subsidiaries, through Sunoco's cash accounts with a corresponding credit or charge to an affiliated account. The affiliated balances are settled
periodically, but no less frequently than monthly. Amounts due from Sunoco earn interest at a rate equal to the average rate provided by the Partnership's third
party money-market investments, while amounts due to Sunoco bear interest at a rate equal to the interest rate on the Partnership's $1.50 billion credit facility
(Note 9). In the fourth quarter 2013, the Partnership established separate cash accounts to process its own cash receipts and disbursements. Upon completion
of the transition for the Partnership's customers and vendors in 2014, the Partnership will cease participation in Sunoco's cash management program.

Administrative Services

The Partnership has no employees. The operations of the Partnership are carried out by employees of the general partner and its affiliates. The
Partnership reimburses the general partner and its affiliates for certain costs and direct expenses incurred on the Partnership's behalf. These costs may increase
if the acquisition or construction of new businesses or assets requires an increase in the level of general and administrative services performed for the
Partnership.

The Partnership pays ETP and its affiliates an annual administrative fee for expenses incurred by ETP and its affiliates to perform certain centralized
corporate functions, such as legal, accounting, treasury, engineering, information technology, insurance, and other corporate services, including the
administration of employee benefit plans. This fee does not include the cost of shared insurance programs (which are allocated to the Partnership based upon
its share of the cash premiums incurred), the salaries of pipeline and terminal personnel or other employees of the general partner, or the cost of their
employee benefits.

The Partnership's share of allocated ETP employee benefit plan expenses, including noncontributory defined benefit retirement plans, defined
contribution 401(k) plans, employee and retiree medical, dental and life insurance plans, incentive compensation plans and other such benefits are reflected in
cost of products sold, operating expenses and selling, general and administrative expenses in the condensed consolidated statements of comprehensive
income.

Affiliated Revenues and Accounts Receivable, Affiliated Companies

The Partnership is party to various agreements with ETP and its affiliates (including Sunoco) to supply crude oil and refined products, as well as to
provide pipeline and terminalling services. Affiliated revenues in the condensed consolidated statements of comprehensive income consist of revenues from
ETP and its affiliated entities related to sales of crude oil and refined products and services including pipeline transportation, terminalling, storage and
blending.

Capital Contributions

During the three months ended March 31, 2014, the Partnership issued 0.2 million limited partnership units to participants in the Sunoco Partners LLC
Long-Term Incentive Plan ("LTIP") upon completion of award vesting requirements, compared to less than 0.1 million limited partnership units issued during
the three months ended March 31, 2013. As a result of these issuances of limited partnership units, the general partner contributed $0.2 million and less than
$0.1 million during the three months ended March 31, 2014 and 2013, respectively, to maintain its two percent general partner interest. The Partnership
recorded these amounts as capital contributions to Equity within its condensed consolidated balance sheets.

In connection with the acquisition of the Marcus Hook facility in the second quarter 2013, the Partnership and Sunoco entered into an agreement under
which Sunoco will reimburse the Partnership $40 million for certain operating expenses of the facility through March 31, 2017. The reimbursement proceeds
are reflected as contributions to Equity within the condensed consolidated balance sheets.

5. Net Income Attributable to Sunoco Logistics Partners L.P. per Limited Partner Unit

The general partner's interest in net income attributable to Sunoco Logistics Partners L.P. ("net income attributable to partners") consists of its two
percent general partner interest and "incentive distributions," which are increasing percentages, up to 50 percent of quarterly distributions in excess of
$0.1667 per common unit (Note 12). The general partner was allocated net
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income attributable to partners of $38 and $27 million (representing 36 and 19 percent of total net income attributable to partners) for the three months ended
March 31, 2014 and 2013, respectively. Diluted net income attributable to partners per limited partner unit is calculated by dividing the limited partners'
interest in net income attributable to partners by the sum of the weighted average number of common units outstanding, and the dilutive effect of unvested
incentive unit awards (Note 13).

The following table reconciles the weighted average number of common units used to compute basic net income attributable to limited partners per
unit to those used to compute diluted net income attributable to limited partners per unit for the three months ended March 31, 2014 and 2013:

  Three Months Ended March 31,

  2014  2013
  (in millions)

Weighted average number of units outstanding, basic  104.0  103.8
Add effect of dilutive incentive awards  0.5  0.3
Weighted average number of units, diluted  104.5  104.1

6. Inventories

The components of inventories are as follows:

  
March 31, 

2014  
December 31, 

2013

  (in millions)

Crude oil  $ 572  $ 488
Refined products  85  99
Refined products additives  3  3
Materials, supplies and other  10  10

  $ 670  $ 600

The increase in crude oil inventory at March 31, 2014 was attributable to the timing of marketing opportunities and is expected to decline by December
31, 2014.

7. Intangible Assets

The components of intangible assets are as follows:

  
Weighted Average

Amortization Period  
March 31, 

2014  
December 31,

2013

  (in years)  (in millions)

Gross       
Customer relationships  18  $ 808  $ 808
Technology  10  47  47

Total gross    855  855
Accumulated amortization       

Customer relationships    (67)  (56)
Technology    (7)  (5)

Total accumulated amortization    (74)  (61)
Total Net    $ 781  $ 794

Amortization expense was $13 million for the three months ended March 31, 2014 and 2013. The Partnership forecasts $49 million of annual
amortization expense for each year through the year 2018 for these intangible assets.

Intangible assets associated with rights of way are included in properties, plants and equipment in the Partnership's condensed consolidated balance
sheets.
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8. Income Taxes

The Partnership is not a taxable entity for U.S. federal income tax purposes, or for the majority of states that impose income taxes. Rather, income
taxes are generally assessed at the partner level. There are some states in which the Partnership operates where it is subject to state and local income taxes.
Substantially all of the income tax amounts reflected in the Partnership's condensed consolidated financial statements are related to the operations of Inland,
Mid-Valley and West Texas Gulf, all of which are entities subject to income taxes for federal and state purposes at the corporate level. The effective tax rates
for these entities approximate the federal statutory rate of 35 percent.

In taxable jurisdictions, the Partnership records deferred income taxes on all significant temporary differences between the book basis and the tax basis
of assets and liabilities. The net deferred tax liabilities reflected in the condensed consolidated balance sheets are derived principally from the differences in
the book and tax bases of properties, plants and equipment of Inland, Mid-Valley and West Texas Gulf.

9. Debt

The components of the Partnership's debt balances are as follows:

  
March 31, 

2014  
December 31, 

2013

  (in millions)

Credit Facilities     
 $1.50 billion Credit Facility, due November 2018  $ 950  $ 200
$35 million Credit Facility, due April 2015  35  35

Senior Notes     
Senior Notes - 8.75%, due February 2014 (1)  —  175
Senior Notes - 6.125%, due May 2016  175  175
Senior Notes - 5.50%, due February 2020  250  250
Senior Notes - 4.65%, due February 2022  300  300
Senior Notes - 3.45%, due January 2023  350  350
Senior Notes - 6.85%, due February 2040  250  250
Senior Notes - 6.10%, due February 2042  300  300
Senior Notes - 4.95%, due January 2043  350  350
Unamortized fair value adjustments  116  120

Total debt  3,076  2,505
Less:     

Unamortized bond discount  (3)  (2)

Long-term debt  $ 3,073  $ 2,503

(1) The 8.75 percent Senior Notes were classified as long-term debt at December 31, 2013 as the Partnership repaid these notes in February 2014 with borrowings under its
$1.50 billion Credit Facility due in 2018.

Credit Facilities

The Operating Partnership maintains a $1.50 billion unsecured credit facility (the "$1.50 billion Credit Facility"), which matures in November 2018, to
fund the Partnership's working capital requirements, to finance acquisitions and capital projects, to pay distributions and for general partnership purposes. The
$1.50 billion Credit Facility contains an "accordion" feature, under which the total aggregate commitment may be extended to $2.25 billion under certain
conditions. The facility bears interest at LIBOR or the Base Rate (as defined in the facility), each plus an applicable margin. The credit facility may be repaid
at any time. Outstanding borrowings under this credit facility were $950 and $200 million at March 31, 2014 and December 31, 2013, respectively.

The $1.50 billion Credit Facility contains various covenants, including limitations on the creation of indebtedness and liens, and other covenants
related to the operation and conduct of the business of the Partnership and its subsidiaries. The credit facility also limits the Partnership, on a rolling four
quarter basis, to a maximum total consolidated debt to consolidated Adjusted EBITDA ratio, as defined in the underlying credit agreement, of 5.0 to 1, which
can generally be increased to 5.5 to 1 during an acquisition period. The Partnership's ratio of total consolidated debt, excluding net unamortized fair value
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adjustments, to consolidated Adjusted EBITDA was 3.0 to 1 at March 31, 2014, as calculated in accordance with the credit agreement.

West Texas Gulf maintains a $35 million revolving credit facility (the "$35 million Credit Facility") which expires in April 2015. The facility is
available to fund West Texas Gulf's general corporate purposes including working capital and capital expenditures. The $35 million Credit Facility contains
various covenants limiting West Texas Gulf's ability to grant certain liens; make certain loans, acquisitions and investments; make any material changes to the
nature of its business; or enter into a merger or sale of assets. The credit facility also limits West Texas Gulf, on a rolling four quarter basis, to a minimum
fixed charge coverage ratio of 1.00 to 1, as defined in the underlying credit agreement. In addition, the credit facility limits West Texas Gulf to a maximum
leverage ratio of 2.00 to 1. At March 31, 2014, West Texas Gulf's fixed charge coverage ratio and leverage ratio were 1.11 to 1 and 0.84 to 1, respectively.
Outstanding borrowings under this credit facility were $35 million at March 31, 2014 and December 31, 2013.

Senior Notes

The Operating Partnership had $175 million of 8.75 percent senior notes which matured and were repaid in February 2014, using borrowings under the
$1.50 billion Credit Facility.

In April 2014, the Operating Partnership issued $300 million of 4.25 percent Senior Notes and $700 million of 5.30 percent Senior Notes (the "2024
and 2044 Senior Notes"), due April 2024 and April 2044 respectively. The terms and conditions of the 2024 and 2044 Senior Notes are comparable to those
of the Operating Partnership's other outstanding senior notes. The net proceeds from these offerings were used to repay outstanding borrowings under the
$1.50 billion Credit Facility and for general partnership purposes.

10. Commitments and Contingent Liabilities

The Partnership is subject to numerous federal, state and local laws which regulate the discharge of materials into the environment or otherwise relate
to the protection of the environment. These laws and regulations can result in liabilities and loss contingencies for remediation at the Partnership's facilities
and at third party or formerly owned sites. At March 31, 2014 and December 31, 2013, there were accrued liabilities for environmental remediation in the
condensed consolidated balance sheets of $11 and $5 million, respectively. The accrued liabilities for environmental remediation do not include any amounts
attributable to unasserted claims, since there are no unasserted claims that are probable of settlement or reasonably estimable, nor have any recoveries from
insurance been assumed. Charges against income for environmental remediation totaled $5 and $4 million for the three months ended March 31, 2014 and
2013, respectively. The Partnership maintains insurance programs that cover certain of its existing or potential environmental liabilities. Claims for recovery
of environmental liabilities and previous expenditures that are probable of realization were not material in relation to the Partnership's consolidated financial
position at March 31, 2014.

Total future costs for environmental remediation activities will depend upon, among other things, the identification of any additional sites; the
determination of the extent of the contamination at each site; the timing and nature of required remedial actions; the technology available and needed to meet
the various existing legal requirements; the nature and extent of future environmental laws, inflation rates and the determination of the Partnership's liability
at multi-party sites, if any, in light of uncertainties with respect to joint and several liability; and the number, participation levels and financial viability of
other parties. Management believes it is reasonably possible that additional environmental remediation losses will be incurred. At March 31, 2014, the
aggregate of the estimated maximum additional reasonably possible losses, which relate to numerous individual sites, totaled $9 million.

The Partnership is a party to certain pending and threatened claims. Although the ultimate outcome of these claims cannot be ascertained at this time,
nor can a range of reasonable possible losses be determined, it is reasonably possible that some portion of them could be resolved unfavorably to the
Partnership. Management does not believe that any liabilities which may arise from such claims or the environmental matters discussed above would be
material in relation to the Partnership's results of operations, financial position or cash flows at March 31, 2014. Furthermore, management does not believe
that the overall costs for such matters will have a material impact, over an extended period of time, on the Partnership's financial position, results or
operations or cash flows.

Sunoco has indemnified the Partnership for 30 years for environmental and toxic tort liabilities related to the assets contributed to the Partnership, that
arose from the operation of such assets prior to the closing of the February 2002 initial public offering ("IPO"). Sunoco has also indemnified the Partnership
for 100 percent of all losses asserted within the first 21 years after the closing of the IPO. Sunoco's share of the liability for claims asserted thereafter will
decrease by 10 percent per year. For example, for a claim asserted during the twenty-third year after the closing of the IPO, Sunoco would be required to
indemnify the Partnership for 80 percent of its loss. There is no monetary cap on the amount of indemnity coverage provided by Sunoco. The Partnership has
agreed to indemnify Sunoco for events and conditions associated with the operation of the
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Partnership's assets that occur on or after the closing of the IPO and for environmental and toxic tort liabilities to the extent that Sunoco is not required to
indemnify the Partnership.

Management of the Partnership does not believe that any liabilities which may arise from claims indemnified by Sunoco would be material in relation
to the Partnership's financial position, results of operations or cash flows at March 31, 2014. There are certain other pending legal proceedings related to
matters arising after the IPO that are not indemnified by Sunoco. Management believes that any liabilities that may arise from these legal proceedings will not
be material in relation to the Partnership's financial position, results of operations or cash flows at March 31, 2014.

11. Equity

The changes in the number of units outstanding from January 1, 2013 through March 31, 2014 are as follows:

  Common Units

  (in millions)

Balance at January 1, 2013  103.8
Units issued under incentive plans  —
Balance at December 31, 2013  103.8
Units issued under incentive plans  0.2
Balance at March 31, 2014  104.0

In the first quarter 2014, the Partnership filed a registration statement and established an at-the-market equity offering program. The program allows
the Partnership to issue up to $250 million of common units directly to the public and raise capital in a timely and efficient manner to finance its growth
capital program, while supporting the Partnership's investment grade credit ratings. The Partnership has not yet issued equity under the program.

On May 5, 2014, the Partnership’s Board of Directors declared a two-for-one split of the Partnership’s common units. Effective June 12, 2014, the unit
split will result in the issuance of one additional common unit for every one unit owned as of the close of business on June 5, 2014, which is the record date.
All unit and per unit information included in this report are presented on a pre-split basis.

12. Cash Distributions

The distributions paid by the Partnership for the periods presented were as follows:

 

Cash Distribution Payment Date
Cash Distribution

per Limited Partner Unit  
Total Cash Distribution
to the Limited Partners  

Total Cash Distribution  to the General
Partner

   (in millions)  (in millions)

February 14, 2014 $ 0.6625  $ 69  $ 35
November 14, 2013 $ 0.6300  $ 65  $ 32
August 14, 2013 $ 0.6000  $ 62  $ 29
May 15, 2013 $ 0.5725  $ 59  $ 26
February 14, 2013 $ 0.5450  $ 57  $ 23

On April 23, 2014, the Partnership's general partner announced a cash distribution of $0.695 per common unit ($2.78 annualized), representing the
distribution for the first quarter 2014. The $111 million distribution, including $39 million to the general partner for its two percent interest and incentive
distribution rights, will be paid on May 15, 2014 to unitholders of record on May 9, 2014.

13. Management Incentive Plan

The general partner has adopted the LTIP for employees and directors of the general partner who perform services for the Partnership. The LTIP is
administered by the independent directors of the Compensation Committee of the general partner's board of directors with respect to employee awards, and by
the general partner's board of directors with respect to awards granted to the independent directors. The LTIP currently permits the grant of restricted units
and unit options covering an additional 0.4 million common units.

During the three months ended March 31, 2014, the Partnership issued 0.2 million common units under the LTIP, compared to less than 0.1 million
common units during the three months ended March 31, 2013. The Partnership recognized
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share based compensation expense of $5 and $4 million for the three months ended March 31, 2014 and 2013, respectively. Each of the outstanding restricted
unit grants have tandem distribution equivalent rights ("DERs") which are recognized as a reduction to equity when earned.

14. Derivatives and Risk Management

The Partnership is exposed to various risks, including volatility in the prices of the products that the Partnership markets, counterparty credit risk and
changes in interest rates. In order to manage such exposure, the Partnership's policy is to (i) only purchase crude oil, refined products and NGLs for which
sales contracts have been executed or for which ready markets exist, (ii) to structure sales contracts so that price fluctuations do not materially impact the
margins earned, and (iii) not to acquire and hold physical inventory, futures contracts or other derivative instruments for the purpose of speculating on
commodity price changes. Although the Partnership seeks to maintain a balanced inventory position within its commodity inventories, net unbalances may
occur for short periods of time due to production, transportation and delivery variances. When physical inventory builds or draws do occur, the Partnership
continuously manages the variances to a balanced position over a period of time. Pursuant to the Partnership's approved risk management policy, derivative
contracts may be used to hedge or reduce exposure to price risk associated with acquired inventory or forecasted physical transactions.

Price Risk Management

The Partnership is exposed to risks associated with changes in the market price of crude oil, refined products and NGLs. These risks are primarily
associated with price volatility related to pre-existing or anticipated purchases, sales and storage. Price changes are often caused by shifts in the supply and
demand for these commodities, as well as their locations. The physical contracts related to the Partnership's crude oil, refined products and NGL businesses
that qualify as derivatives have been designated as normal purchases and sales and are accounted for using accrual accounting under United States generally
accepted accounting principles. The Partnership accounts for derivatives that do not qualify as normal purchases and sales at fair value. The Partnership
currently does not utilize derivative instruments to manage its exposure to prices related to crude oil purchase and sale activities.

The Partnership utilizes derivatives such as swaps, futures and other derivative instruments to mitigate the risk associated with market movements in
the price of refined products and NGLs. These derivative contracts act as a hedging mechanism against the volatility of prices by allowing the Partnership to
transfer this price risk to counterparties who are able and willing to bear it. Since the first quarter 2013, the Partnership has not designated any of its derivative
contracts as hedges for accounting purposes. Therefore, all realized and unrealized gains and losses from these derivative contracts are recognized in the
condensed consolidated statement of comprehensive income as they occur. For refined products derivative contracts that were designated and qualified as
cash flow hedges during the first quarter 2013, the portion of the gain or loss on the derivative contract that was effective in offsetting the variable cash flows
associated with the hedged forecasted transaction was reported as a component of other comprehensive income (loss) and reclassified into earnings in the
same period or periods during which the hedged transaction affected earnings. The remaining gain or loss on the derivative contract in excess of the
cumulative change in the present value of future cash flows of the hedged item, if any (i.e., the ineffective portion), was recognized immediately in earnings.
The amount of hedge ineffectiveness on derivative contracts was not material during the first quarter 2013. All realized gains and losses associated with
refined products derivative contracts are recorded in earnings in the same line item associated with the forecasted transaction (either in sales and other
operating revenue or cost of products sold).

The Partnership had open derivative positions on approximately 1.9 and 1.6 million barrels of refined products and NGLs at March 31, 2014 and
December 31, 2013, respectively. The derivatives outstanding as of March 31, 2014 vary in duration but do not extend beyond one year. The Partnership
records its derivatives at fair value based on observable market prices (levels 1 and 2). As of March 31, 2014, the fair value of the Partnership's derivative
assets and liabilities were $1 and $2 million, respectively, compared to $1 and $3 million, respectively, at December 31, 2013.

Derivative asset and liability balances are recorded in accounts receivable and accrued liabilities, respectively, in the condensed consolidated balance
sheets.

The following tables set forth the impact of derivatives on the Partnership's results of operations for the three months ended March 31, 2014 and 2013:
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Gains (Losses)
Recognized in Other

Comprehensive
Income (Loss)  

Gains
(Losses)

Recognized in
Earnings  

Location of Gains (Losses)
Recognized in Earnings

  (in millions)   

Three Months Ended March 31, 2014     
Derivatives designated as cash flow hedging

instruments:       
Commodity contracts  $ —  $ —  Sales and other operating revenue
Commodity contracts  —  —  Cost of products sold

  $ —  $ —   
Derivatives not designated as hedging instruments:       

Commodity contracts    $ —  Sales and other operating revenue
Commodity contracts    1  Cost of products sold

    $ 1   

       
Three Months Ended March 31, 2013     

Derivatives designated as cash flow hedging
instruments:       

Commodity contracts  $ —  $ (1)  Sales and other operating revenue
Commodity contracts  —  —  Cost of products sold

  $ —  $ (1)   
Derivatives not designated as hedging instruments:       

Commodity contracts    $ (2)  Sales and other operating revenue
Commodity contracts    (3)  Cost of products sold

    $ (5)   

Credit Risk Management

The Partnership maintains credit policies with regard to its counterparties that management believes minimize the overall credit risk through credit
analysis, credit approvals, credit limits and monitoring procedures. The credit positions of the Partnership's customers are analyzed prior to the extension of
credit and periodically after credit has been extended. The Partnership's counterparties consist primarily of financial institutions and major integrated oil
companies. This concentration of counterparties may impact the Partnership's overall exposure to credit risk, either positively or negatively, as the
counterparties may be similarly affected by changes in economic, regulatory or other conditions. At March 31, 2014 and December 31, 2013, the Partnership
did not hold any over-the-counter derivatives.

Interest Rate Risk Management

The Partnership has interest rate risk exposure for changes in interest rates related to its outstanding borrowings. The Partnership manages its exposure
to changes in interest rates through the use of a combination of fixed-rate and variable-rate debt. At March 31, 2014, the Partnership had $985 million of
consolidated variable-rate borrowings under its revolving credit facilities.

15. Fair Value Measurements

The Partnership applies fair value accounting for all assets and liabilities that are required to be measured at fair value under current accounting rules.
The assets and liabilities that are measured at fair value on a recurring basis are comprised primarily of derivatives.

The Partnership determines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The Partnership utilizes valuation techniques that
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maximize the use of observable inputs (levels 1 and 2) and minimize the use of unobservable inputs (level 3) within the fair value hierarchy established by the
Financial Accounting Standards Board. The Partnership generally applies a "market approach" to determine fair value. This method uses pricing and other
information generated by market transactions for identical or comparable assets and liabilities. Assets and liabilities are classified within the fair value
hierarchy based on the lowest level (least observable) input that is significant to the measurement in its entirety.

The estimated fair value of the Partnership's financial instruments has been determined based on management's assessment of available market
information and appropriate valuation methodologies. The Partnership's current assets (other than derivatives and inventories) and current liabilities (other
than derivatives) are financial instruments and most of these items are recorded at cost in the condensed consolidated balance sheets. The estimated fair value
of these financial instruments approximates their carrying value due to their short-term nature. The Partnership's derivatives are measured and recorded at fair
value based on observable market prices (Note 14). The estimated fair values of the Partnership's senior notes are determined using observable market prices,
as these notes are actively traded (level 1). The estimated aggregate fair value of the senior notes at March 31, 2014 was $2.05 billion, compared to the
carrying amount of $2.09 billion. The estimated aggregate fair value of the senior notes at December 31, 2013 was $2.17 billion, compared to the carrying
amount of $2.27 billion.

For further information regarding the Partnership's fair value measurements, see Note 14.

16. Business Segment Information

The following tables summarize condensed consolidated statement of comprehensive income information for the Partnership's business segments and
reconcile total segment Adjusted EBITDA to net income attributable to the Partnership for the three months ended March 31, 2014 and 2013, respectively:
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  Three Months Ended March 31,

  2014  2013
  (in millions)

Sales and other operating revenue (1)     
Crude Oil Pipelines  $ 131  $ 95
Crude Oil Acquisition and Marketing  4,094  3,259
Terminal Facilities  287  183
Refined Products Pipelines  41  30
Intersegment eliminations  (76)  (55)

Total sales and other operating revenue  $ 4,477  $ 3,512

     

Depreciation and amortization     
Crude Oil Pipelines  $ 24  $ 22
Crude Oil Acquisition and Marketing  12  12
Terminal Facilities  26  24
Refined Products Pipelines  7  6

Total depreciation and amortization  $ 69  $ 64

     

Adjusted EBITDA     
Crude Oil Pipelines  $ 93  $ 61
Crude Oil Acquisition and Marketing  12  112
Terminal Facilities  86  54
Refined Products Pipelines  17  9

Total Adjusted EBITDA  208  236
Interest expense, net  (16)  (19)
Depreciation and amortization expense  (69)  (64)
Provision for income taxes  (5)  (6)
Non-cash compensation expense  (5)  (4)
Unrealized gains on commodity risk management activities  1  3
Proportionate share of unconsolidated affiliates' interest, depreciation and provision for income taxes  (4)  (4)
Net Income  110  142
Less: Net Income attributable to noncontrolling interests  (3)  (2)
Net Income Attributable to Sunoco Logistics Partners L.P.  $ 107  $ 140

(1) Sales and other operating revenue includes the following amounts from ETP and its affiliates (including Sunoco) for the three months ended March 31, 2014 and 2013:

  Three Months Ended March 31,

  2014  2013

  (in millions)
Crude Oil Acquisition and Marketing  $ 269  $ 368
Terminal Facilities  32  38
Refined Products Pipelines  5  8

Total sales and other operating revenue from affiliates  $ 306  $ 414
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The following table summarizes the identifiable assets for each segment as of March 31, 2014 and December 31, 2013:

  
March 31, 

2014  
December 31, 

2013

  (in millions)

Crude Oil Pipelines  $ 3,416  $ 3,321
Crude Oil Acquisition and Marketing  4,582  3,863
Terminal Facilities  2,824  2,701
Refined Products Pipelines  1,913  1,684
Corporate and other (1)  198  328

Total identifiable assets  $ 12,933  $ 11,897
 

(1) Corporate and other assets consist of cash and cash equivalents, advances to affiliates, properties, plants and equipment and other assets.

17. Supplemental Condensed Consolidating Financial Information

The Partnership serves as guarantor of the senior notes. These guarantees are full and unconditional. For purposes of the following footnote, Sunoco
Logistics Partners L.P. is referred to as "Parent Guarantor" and Sunoco Logistics Partners Operations L.P. is referred to as "Subsidiary Issuer." All other
consolidated subsidiaries of the Partnership are collectively referred to as "Non-Guarantor Subsidiaries."

The following supplemental condensed consolidating financial information reflects the Parent Guarantor's separate accounts, the Subsidiary Issuer's
separate accounts, the combined accounts of the Non-Guarantor Subsidiaries, the combined consolidating adjustments and eliminations and the Parent
Guarantor's consolidated accounts for the dates and periods indicated. For purposes of the following condensed consolidating information, the Parent
Guarantor's investments in its subsidiaries and the Subsidiary Issuer's investments in its subsidiaries are accounted for under the equity method of accounting.
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Condensed Consolidating Statement of Comprehensive Income (Loss)
Three Months Ended March 31, 2014

(in millions, unaudited)
 

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Revenues           
Sales and other operating revenue:           

Unaffiliated customers  $ —  $ —  $ 4,171  $ —  $ 4,171
Affiliates  —  —  306  —  306
Total Revenues  —  —  4,477  —  4,477

Costs and Expenses           
Cost of products sold  —  —  4,210  —  4,210
Operating expenses  —  —  34  —  34
Selling, general and administrative expenses  —  —  37  —  37
Depreciation and amortization expense  —  —  69  —  69

Total Costs and Expenses  —  —  4,350  —  4,350
Operating Income  —  —  127  —  127
Interest cost and debt expense, net  —  (25)  (1)  —  (26)
Capitalized interest  —  10  —  —  10
Other income  —  —  4  —  4
Equity in earnings of subsidiaries  107  122  —  (229)  —
Income (Loss) Before Provision for Income Taxes  107  107  130  (229)  115
Provision for income taxes  —  —  (5)  —  (5)
Net Income (Loss)  107  107  125  (229)  110
Less: Net income attributable to

noncontrolling interests  —  —  (3)  —  (3)
Net Income (Loss) Attributable to Sunoco Logistics

Partners L.P.  $ 107  $ 107  $ 122  $ (229)  $ 107

           

Comprehensive Income (Loss)  $ 107  $ 107  $ 125  $ (229)  $ 110
Less: Comprehensive income attributable to

noncontrolling interests  —  —  (3)  —  (3)
Comprehensive Income (Loss) Attributable to

Sunoco Logistics Partners L.P.  $ 107  $ 107  $ 122  $ (229)  $ 107
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Condensed Consolidating Statement of Comprehensive Income (Loss)
Three Months Ended March 31, 2013

(in millions, unaudited)
 

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Revenues           
Sales and other operating revenue:           

Unaffiliated customers  $ —  $ —  $ 3,098  $ —  $ 3,098
Affiliates  —  —  414  —  414
Total Revenues  —  —  3,512  —  3,512

Costs and Expenses           
Cost of products sold  —  —  3,224  —  3,224
Operating expenses  —  —  26  —  26
Selling, general and administrative expenses  —  —  33  —  33
Depreciation and amortization expense  —  —  64  —  64

Total Costs and Expenses  —  —  3,347  —  3,347
Operating Income  —  —  165  —  165
Interest cost and debt expense, net  —  (23)  (1)  —  (24)
Capitalized interest  —  5  —  —  5
Other income  —  2  —  —  2
Equity in earnings of subsidiaries  140  156  —  (296)  —
Income (Loss) Before Provision for Income Taxes  140  140  164  (296)  148
Provision for income taxes  —  —  (6)  —  (6)
Net Income (Loss)  140  140  158  (296)  142
Less: Net income attributable to noncontrolling

interests  —  —  (2)  —  (2)
Net Income (Loss) Attributable to Sunoco Logistics

Partners L.P.  $ 140  $ 140  $ 156  $ (296)  $ 140

           

Comprehensive Income (Loss)  $ 140  $ 140  $ 158  $ (296)  $ 142
Less: Comprehensive income attributable to

noncontrolling interests  —  —  (2)  —  (2)
Comprehensive Income (Loss) Attributable to

Sunoco Logistics Partners L.P.  $ 140  $ 140  $ 156  $ (296)  $ 140
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Condensed Consolidating Balance Sheet
March 31, 2014

(in millions, unaudited)
 

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Assets           
Cash and cash equivalents  $ —  $ 100  $ 40  $ —  $ 140
Advances to (from) affiliated companies  7  78  (71)  —  14
Accounts receivable, affiliated companies  —  —  1  —  1
Accounts receivable, net  —  —  2,824  —  2,824
Inventories  —  —  670  —  670

Total Current Assets  7  178  3,464  —  3,649
Properties, plants and equipment, net  —  —  6,945  —  6,945
Investment in affiliates  6,202  9,071  168  (15,273)  168
Goodwill  —  —  1,346  —  1,346
Intangible assets, net  —  —  781  —  781
Other assets  —  10  34  —  44

Total Assets  $ 6,209  $ 9,259  $ 12,738  $ (15,273)  $ 12,933
Liabilities and Equity           
Accounts payable  $ —  $ —  $ 2,915  $ —  $ 2,915
Accounts payable, affiliated companies  —  —  22  —  22
Accrued liabilities  1  19  180  —  200
Accrued taxes payable  —  —  63  —  63

Total Current Liabilities  1  19  3,180  —  3,200
Long-term debt  —  3,038  35  —  3,073
Other deferred credits and liabilities  —  —  79  —  79
Deferred income taxes  —  —  252  —  252

Total Liabilities  1  3,057  3,546  —  6,604
Total Equity  6,208  6,202  9,192  (15,273)  6,329
Total Liabilities and Equity  $ 6,209  $ 9,259  $ 12,738  $ (15,273)  $ 12,933
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Condensed Consolidating Balance Sheet
December 31, 2013

(in millions, unaudited)  

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Assets           
Cash and cash equivalents  $ —  $ 12  $ 27  $ —  $ 39
Advances to (from) affiliated companies  217  79  (57)  —  239
Accounts receivable, affiliated companies  —  —  11  —  11
Accounts receivable, net  —  —  2,184  —  2,184
Inventories  —  —  600  —  600

Total Current Assets  217  91  2,765  —  3,073
Properties, plants and equipment, net  —  —  6,519  —  6,519
Investment in affiliates  5,988  8,399  125  (14,387)  125
Goodwill  —  —  1,346  —  1,346
Intangible assets, net  —  —  794  —  794
Other assets  —  10  30  —  40

Total Assets  $ 6,205  $ 8,500  $ 11,579  $ (14,387)  $ 11,897
Liabilities and Equity           
Accounts payable  $ —  $ —  $ 2,451  $ —  $ 2,451
Accounts payable, affiliated companies  —  —  17  —  17
Accrued liabilities  1  44  152  —  197
Accrued taxes payable  —  —  71  —  71

Total Current Liabilities  1  44  2,691  —  2,736
Long-term debt  —  2,468  35  —  2,503
Other deferred credits and liabilities  —  —  80  —  80
Deferred income taxes  —  —  253  —  253

Total Liabilities  1  2,512  3,059  —  5,572
Total Equity  6,204  5,988  8,520  (14,387)  6,325
Total Liabilities and Equity  $ 6,205  $ 8,500  $ 11,579  $ (14,387)  $ 11,897
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Condensed Consolidating Statement of Cash Flows
Three Months Ended March 31, 2014

(in millions, unaudited)
 

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Net Cash Flows from Operating Activities  $ 107  $ 79  $ (81)  $ (230)  $ (125)
Cash Flows from Investing Activities:           
Capital expenditures  —  —  (423)  —  (423)
Investment in joint venture interests  —  —  (42)  —  (42)
Intercompany  (211)  (567)  548  230  —
Net cash provided by (used in) investing activities  (211)  (567)  83  230  (465)
Cash Flows from Financing Activities:           
Distributions paid to limited and general partners  (104)  —  —  —  (104)
Distributions paid to noncontrolling interests  (2)  —  —  —  (2)
Payments of statutory withholding on net issuance of

limited partner units under LTIP  —  —  (6)  —  (6)
Borrowings under credit facilities  —  750  —  —  750
Repayments of senior notes  —  (175)  —  —  (175)
Advances to affiliated companies, net  210  1  14  —  225
Contributions attributable to acquisition from affiliate  —  —  3  —  3
Net cash provided by financing activities  104  576  11  —  691
Net change in cash and cash equivalents  —  88  13  —  101
Cash and cash equivalents at beginning of period  —  12  27  —  39
Cash and cash equivalents at end of period  $ —  $ 100  $ 40  $ —  $ 140
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Condensed Consolidating Statement of Cash Flows
Three Months Ended March 31, 2013

(in millions, unaudited)

  
Parent

Guarantor  
Subsidiary

Issuer  
Non-Guarantor

Subsidiaries  
Consolidating
Adjustments  Total

Net Cash Flows from Operating Activities  $ 140  $ 119  $ 34  $ (297)  $ (4)
Cash Flows from Investing Activities:           
Capital expenditures  —  —  (140)  —  (140)
Intercompany  288  (691)  106  297  —
Net cash provided by (used in) investing activities  288  (691)  (34)  297  (140)
Cash Flows from Financing Activities:           
Distributions paid to limited and general partners  (80)  —  —  —  (80)
Distributions paid to noncontrolling interests  (2)  —  —  —  (2)
Payments of statutory withholding on net issuance of

limited partner units under LTIP  —  —  (1)  —  (1)
Repayments under credit facilities  —  (119)  —  —  (119)
Borrowings under credit facilities  —  —  13  —  13
Net proceeds from issuance of long-term debt  —  691  —  —  691
Advances to affiliated companies, net  (346)  —  (13)  —  (359)
Net cash provided by (used in) financing activities  (428)  572  (1)  —  143
Net change in cash and cash equivalents  —  —  (1)  —  (1)
Cash and cash equivalents at beginning of period  —  2  1  —  3
Cash and cash equivalents at end of period  $ —  $ 2  $ —  $ —  $ 2
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

The following table summarizes our consolidated operating results for the periods presented:  

  Three Months Ended March 31,

  2014  2013

  (in millions, except per unit data)

Revenues     
Sales and other operating revenue:     

Unaffiliated customers  $ 4,171  $ 3,098
Affiliates  306  414
Total Revenues  4,477  3,512

Costs and Expenses     
Cost of products sold  4,210  3,224
Operating expenses  34  26
Selling, general and administrative expenses  37  33
Depreciation and amortization expense  69  64

Total Costs and Expenses  4,350  3,347
Operating Income  127  165
Interest cost and debt expense, net  (26)  (24)
Capitalized interest  10  5
Other income  4  2
Income Before Provision for Income Taxes  115  148
Provision for income taxes  (5)  (6)
Net Income  110  142
Less: Net income attributable to noncontrolling interests  (3)  (2)
Net Income Attributable to Sunoco Logistics Partners L.P.  $ 107  $ 140

Net Income Attributable to Sunoco Logistics Partners L.P. per Limited Partner unit:     
Basic  $ 0.66  $ 1.09
Diluted  $ 0.66  $ 1.09

Non-GAAP Financial Measures

To supplement our financial information presented in accordance with United States generally accepted accounting principles ("GAAP"), management
uses additional measures that are known as "non-GAAP financial measures" in its evaluation of past performance and prospects for the future. The primary
measures used by management are earnings before interest, taxes, depreciation and amortization expenses and other non-cash items ("Adjusted EBITDA")
and distributable cash flow ("DCF"). Adjusted EBITDA and DCF do not represent and should not be considered alternatives to net income or cash flows from
operating activities as determined under GAAP and may not be comparable to other similarly titled measures of other businesses. 

Our management believes that Adjusted EBITDA and DCF information enhances an investor's understanding of a business's ability to generate cash
for payment of distributions and other purposes. Adjusted EBITDA calculations are also defined and used as a measure in determining our compliance with
certain revolving credit facility covenants. However, despite compliance with our credit facility covenants, there may be contractual, legal, economic or other
factors which may prevent us from satisfying principal and interest obligations with respect to indebtedness and may require us to allocate funds for other
purposes.

The following table reconciles the differences between net income, as determined under GAAP, and Adjusted EBITDA and DCF.  
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  Three Months Ended March 31,

  2014  2013

  (in millions)

Net Income  $ 110  $ 142
Interest expense, net  16  19
Depreciation and amortization expense  69  64
Provision for income taxes  5  6
Non-cash compensation expense  5  4
Unrealized gains on commodity risk management activities  (1)  (3)
Proportionate share of unconsolidated affiliates' interest, depreciation and provision for income taxes  4  4

Adjusted EBITDA  208  236
Interest expense, net  (16)  (19)
Provision for income taxes  (5)  (6)
Amortization of fair value adjustments on long-term debt  (4)  (6)
Distributions versus Adjusted EBITDA of unconsolidated affiliates  (6)  (3)
Maintenance capital expenditures  (18)  (4)
Distributable cash flow attributable to noncontrolling interests  (4)  (3)
Contributions attributable to acquisition from affiliate  3  —

Distributable Cash Flow  $ 158  $ 195

Analysis of Consolidated Operating Results

Net income attributable to Sunoco Logistics Partners L.P. was $107 and $140 million for the three months ended March 31, 2014 and 2013,
respectively. The decrease was primarily attributable to lower operating results from the Crude Oil Acquisition and Marketing segment. This was partially
offset by improved operating performance from the Crude Oil Pipelines, Terminal Facilities and Refined Products Pipelines segments, and a decrease in net
interest expense which was primarily attributable to higher capitalized interest associated with the expansion capital program.

Analysis of Operating Segments

We manage our operations through four operating segments: Crude Oil Pipelines, Crude Oil Acquisition and Marketing, Terminal Facilities and
Refined Products Pipelines.

Crude Oil Pipelines

Our Crude Oil Pipelines segment consists of crude oil trunk and gathering pipelines in the southwest and midwest United States, including those
owned by our joint-venture interests. Revenues are generated from tariffs and the associated fees paid by shippers utilizing our transportation services to
deliver crude oil and other feedstocks to refineries within those regions. Rates for shipments on these pipelines are regulated by the Federal Energy
Regulatory Commission ("FERC"), Oklahoma Corporation Commission and the Railroad Commission of Texas.
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The following table summarizes the operating results and key operating measures for our Crude Oil Pipelines segment for the periods presented:  

  Three Months Ended March 31,

  2014  2013

  (in millions, except for barrel amounts)

Sales and other operating revenue:     
Unaffiliated customers  $ 75  $ 54
Intersegment revenue  56  41

Total sales and other operating revenue  $ 131  $ 95
Depreciation and amortization expense  $ 24  $ 22
Adjusted EBITDA  $ 93  $ 61
Pipeline throughput (thousands of barrels per day ("bpd"))  2,041  1,582
Pipeline revenue per barrel (cents)  71.6  67.0

Adjusted EBITDA for the Crude Oil Pipelines segment increased $32 million to $93 million for the three months ended March 31, 2014, as compared
to $61 million for the three months ended March 31, 2013. The increase in Adjusted EBITDA was due primarily to higher throughput volumes ($28 million)
largely attributable to expansion projects supporting the demand for West Texas crude oil which began operating in 2013. Higher pipeline tariffs ($8 million)
and the timing of maintenance and pipeline integrity costs ($3 million) also contributed to the increase. These improvements were partially offset by lower
pipeline operating gains, increased utility expenses associated with higher throughput volumes and increased environmental remediation costs ($7 million).

Crude Oil Acquisition and Marketing

Our Crude Oil Acquisition and Marketing segment reflects the sale of gathered and bulk purchased crude oil. The crude oil acquisition and marketing
operations generate substantial revenue and cost of products sold as a result of the significant volume of crude oil sold and purchased. Although crude oil
price levels significantly impact the revenue and cost of products sold for the Crude Oil Acquisition and Marketing segment, the absolute price levels of crude
oil normally do not bear a relationship to gross profit. As a result, period-to-period variations in revenue and cost of products sold are not generally
meaningful in analyzing the variation in gross profit for the segment. The operating results of the Crude Oil Acquisition and Marketing segment are affected
by overall levels of supply and demand for crude oil and relative fluctuations in market related indices. Generally, we expect a base level of earnings from our
Crude Oil Acquisition and Marketing segment that may be optimized and enhanced when there is a high level of market volatility, favorable basis
differentials and/or a steep contango or backwardated market structure. Our management believes gross profit, which is equal to sales and other operating
revenue less cost of products sold and operating expenses, is a key measure of financial performance for the Crude Oil Acquisition and Marketing segment.
Although we implement risk management activities to provide general stability in our margins, these margins are not fixed and will vary from period-to-
period.
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The following table summarizes the operating results and key operating measures for our Crude Oil Acquisition and Marketing segment for the periods
presented:

  Three Months Ended March 31,

  2014  2013

  (in millions, except for barrel amounts)

Sales and other operating revenue:     
Unaffiliated customers  $ 3,824  $ 2,891
Affiliates  269  368
Intersegment revenue  1  —

Total sales and other operating revenue  $ 4,094  $ 3,259
Depreciation and amortization expense  $ 12  $ 12
Adjusted EBITDA  $ 12  $ 112
Crude oil purchases (thousands of bpd)  840  750
Gross profit per barrel purchased (cents) (1)  21.1  172.0
Average crude oil price (per barrel)  $ 98.61  $ 94.34

 (1) Represents total segment sales and other operating revenue less cost of products sold and operating expenses, divided by crude oil purchases.

Adjusted EBITDA for the Crude Oil Acquisition and Marketing segment decreased $100 million to $12 million for the three months ended March 31,
2014, as compared to $112 million for the three months ended March 31, 2013. The decrease in Adjusted EBITDA was driven primarily by lower crude oil
margins ($114 million) driven by significantly contracted crude differentials compared to the prior year period. This impact was partially offset by increased
crude oil volumes ($14 million) resulting from higher market demand and the expansion in our crude oil trucking fleet.

Terminal Facilities

Our Terminal Facilities segment consists of crude oil, refined products and natural gas liquids ("NGL") terminals, as well as a refined products and
NGL acquisition and marketing business. The Terminal Facilities segment earns revenue by providing storage, terminalling, blending and other ancillary
services to our customers, as well as through the sale of refined products and NGLs.

The following table summarizes the operating results and key operating measures for our Terminal Facilities segment for the periods presented:

  Three Months Ended March 31,

  2014  2013

  (in millions, except for barrel amounts)

Sales and other operating revenue:     
Unaffiliated customers  $ 237  $ 132
Affiliates  32  38
Intersegment revenue  18  13

Total sales and other operating revenue  $ 287  $ 183
Depreciation and amortization expense  $ 26  $ 24
Adjusted EBITDA  $ 86  $ 54
Terminal throughput (thousands of bpd):     

Refined products terminals  413  414
Nederland terminal  1,322  850
Refinery terminals  226  325

Adjusted EBITDA for the Terminal Facilities segment increased $32 million to $86 million for the three months ended March 31, 2014, as compared
to $54 million for the three months ended March 31, 2013. The increase in Adjusted EBITDA was due primarily to higher volumes and increased margins
from our refined products acquisition and marketing activities ($32 million) and improved contributions from the Nederland terminal ($9 million) attributable
to higher throughput volumes. These improvements were partially offset by lower results from the refined products terminals and the Marcus Hook facility
($10 million).
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Refined Products Pipelines

Our Refined Products Pipelines segment consists of refined products and NGL pipelines, including a two-thirds undivided interest in the Harbor
pipeline and joint-venture interests in four refined products pipelines in selected areas of the United States. The Refined Products Pipeline System primarily
earns revenues by transporting refined products from refineries in the northeast, midwest and southwest United States to markets in six states and Canada.
Rates for shipments on these pipelines are regulated by the FERC and the Pennsylvania Public Utility Commission.

 The following table summarizes the operating results and key operating measures for our Refined Products Pipelines segment for the periods
presented:  

  Three Months Ended March 31,

  2014  2013

  (in millions, except for barrel amounts)

Sales and other operating revenue:     
Unaffiliated customers  $ 35  $ 21
Affiliates  5  8
Intersegment revenue  1  1

Total sales and other operating revenue  $ 41  $ 30
Depreciation and amortization expense  $ 7  $ 6
Adjusted EBITDA  $ 17  $ 9
Pipeline throughput (thousands of bpd)(1)  521  522
Pipeline revenue per barrel (cents)(1)  88.3  62.9

 (1) Excludes amounts attributable to equity interests which are not consolidated.

Adjusted EBITDA for the Refined Products Pipelines segment increased $8 million to $17 million for the three months ended March 31, 2014, as
compared to $9 million for the three months ended March 31, 2013. The increase in Adjusted EBITDA was due primarily to operating results from the
Mariner West project ($11 million), which commenced operations in the fourth quarter 2013. This improvement was partially offset by higher operating
expenses which included increased utility and maintenance costs ($2 million).

Liquidity and Capital Resources

Liquidity

Cash generated from operations and borrowings under our $1.54 billion in credit facilities are our primary sources of liquidity. At March 31, 2014, we
had a net working capital surplus of $449 million and available borrowing capacity of $550 million under our revolving credit facilities. The primary drivers
of our working capital surplus were an increase in accounts receivable and increased crude oil inventory related to operations, partially offset by an increase
in accounts payable and lower advances to affiliated companies. Our working capital position reflects crude oil and refined products inventories based on
historical costs under the last-in, first-out ("LIFO") method of accounting. If the inventories had been valued at their current replacement cost, we would have
had a working capital surplus of $520 million at March 31, 2014. We periodically supplement our cash flows from operations with proceeds from debt and
equity financing activities.

Credit Facilities

We maintain a $1.50 billion unsecured credit facility (the "$1.50 billion Credit Facility"), which matures in November 2018, to fund our working
capital requirements, to finance acquisitions and capital projects, to pay distributions and for general partnership purposes. The $1.50 billion Credit Facility
contains an "accordion" feature, under which the total aggregate commitment may be extended to $2.25 billion under certain conditions. Outstanding
borrowings under this credit facility were $950 and $200 million at March 31, 2014 and December 31, 2013, respectively.

The $1.50 billion Credit Facility contains various covenants, including limitations on the creation of indebtedness and liens, and other covenants
related to the operation and conduct of our business. The credit facility also limits us, on a rolling four quarter basis, to a maximum total consolidated debt to
consolidated Adjusted EBITDA ratio, as defined in the underlying credit agreement, of 5.0 to 1, which can generally be increased to 5.5 to 1 during an
acquisition period. Our ratio of total consolidated debt, excluding net unamortized fair value adjustments, to consolidated Adjusted EBITDA was 3.0 to 1 at
March 31, 2014, as calculated in accordance with the credit agreement.
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West Texas Gulf Pipe Line Company, our consolidated subsidiary, maintains a $35 million revolving credit facility (the "$35 million Credit Facility")
which expires in April 2015. The facility is available to fund West Texas Gulf's general corporate purposes including working capital and capital
expenditures. The $35 million Credit Facility contains various covenants limiting West Texas Gulf's ability to grant certain liens; make certain loans,
acquisitions and investments; make any material changes to the nature of its business; or enter into a merger or sale of assets. The credit facility also limits
West Texas Gulf, on a rolling four quarter basis, to a minimum fixed charge coverage ratio of 1.00 to 1, as defined in the underlying credit agreement. In
addition, the credit facility limits West Texas Gulf to a maximum leverage ratio of 2.00 to 1. At March 31, 2014, West Texas Gulf's fixed charge coverage
ratio and leverage ratio were 1.11 to 1 and 0.84 to 1, respectively. Outstanding borrowings under this credit facility were $35 million at March 31, 2014 and
December 31, 2013.

Senior Notes

We had $175 million of 8.75 percent senior notes which matured and were repaid in February 2014.

In April 2014, we issued $300 million of 4.25 percent Senior Notes and $700 million of 5.30 percent Senior Notes (the "2024 and 2044 Senior Notes"),
due April 2024 and April 2044, respectively. The terms and conditions of the 2024 and 2044 Senior Notes are comparable to those of our other outstanding
senior notes. The net proceeds from these offerings were used to repay outstanding borrowings under the $1.50 billion Credit Facility and for general
partnership purposes.

Equity Offerings

In the first quarter 2014, we filed a registration statement and established an at-the-market equity offering program. The program allows us to issue up
to $250 million of common units directly to the public and raise capital in a timely and efficient manner to finance our growth capital program, while
supporting our investment grade credit ratings. We have not yet issued equity under the program.

Cash Flows and Capital Expenditures

Operating Activities

Cash flows from operating activities are primarily driven by earnings, excluding the impact of non-cash items; the timing of cash receipts and
disbursements related to accounts receivable and payable, and the timing of inventory transactions and changes in other working capital amounts. Non-cash
items include depreciation, amortization and certain compensation expenses. See the Analysis of Consolidated Operating Results, above, for more
information on changes in our consolidated earnings.

Net cash used in operating activities for the three months ended March 31, 2014 of $125 million was primarily related to a $296 million increase in
working capital attributable to increased inventories and accounts receivable, partially offset by increased accounts payable. This was partially offset by net
income of $110 million and non-cash charges for depreciation and amortization of $69 million. Net cash used in operating activities for the three months
ended March 31, 2013 of $4 million was primarily related to a $206 million increase in working capital, which was largely offset by net income of $142
million and non-cash charges for depreciation and amortization of $64 million. The change in working capital was primarily the result of an increase in crude
oil inventory related to contango positions and operating activities.

Investing Activities

Cash flows used in investing activities relate primarily to our capital expenditures, including expansion and maintenance capital expenditures and
major acquisitions. See "Capital Requirements," below, for additional details on our investing activities.

In addition to $423 million of cash used for expansion and maintenance capital expenditures, net cash used in investing activities for the three months
ended March 31, 2014 included the $42 million acquisition of additional ownership interests in Explorer Pipeline Company. Net cash used in investing
activities of $140 million for the three months ended March 31, 2013 was related to expansion capital projects and maintenance capital expenditures on our
existing assets.

Financing Activities

Cash flows from financing activities relate primarily to the payment of distributions to partners; borrowings and repayments under our credit facilities;
the cash impacts of debt and equity activities; and changes in advances to affiliated companies, which represents our cash held by Sunoco, Inc. ("Sunoco") in
connection with our participation in Sunoco's cash management program.

Net cash provided by financing activities for the three months ended March 31, 2014 of $691 million resulted primarily from the $750 million of
borrowings under our $1.50 billion Credit Facility and the $225 million decrease in advances to affiliates. This source of cash was partially offset by $104
million in distributions paid to limited partners and the general partner and the $175 million repayment of the 8.75 percent Senior Notes in February 2014.
Net cash provided by
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financing activities in 2013 resulted primarily from $691 million of net proceeds related to the January 2013 offering of the 2023 and 2043 Senior Notes. This
source of cash was partially offset by a $359 million increase in advances to affiliates, $80 million in distributions paid to limited partners and the general
partner and $106 million of net repayments under our credit facilities.

Capital Requirements

Our operations are capital intensive, requiring significant investment to maintain, upgrade and enhance existing assets and to comply with
environmental and operational regulations. The capital requirements have consisted, and are expected to continue to consist, primarily of:

• Expansion capital expenditures to acquire and integrate complementary assets to improve operational efficiencies or reduce costs and to expand
existing and construct new facilities, such as projects that increase storage or throughput volume,

• Maintenance capital expenditures that extend the usefulness of existing assets, such as those required to maintain equipment reliability, tankage
and pipeline integrity and safety, and to address environmental regulations, and

• Major acquisitions to acquire and integrate complementary assets to grow the business, to improve operational efficiencies or reduce costs.

The following table summarizes our capital expenditures for the periods presented:

  Three Months Ended March 31,

  2014  2013

  (in millions)

Expansion  $ 465  $ 136
Maintenance  18  4
Investment in joint venture interests  42  —

Total  $ 525  $ 140

Expansion capital expenditures for the three months ended March 31, 2014 and 2013 included projects to: invest in the previously announced Mariner
and Allegheny Access projects; invest in our crude oil infrastructure by increasing our pipeline capabilities through previously announced expansion capital
projects in Texas and Oklahoma; expand the service capabilities of our refined products acquisition and marketing business; and upgrade the service
capabilities at the Nederland and Eagle Point terminals.

Management expects total expansion capital spending of approximately $1.7 billion in 2014, excluding major acquisitions. Projected expansion capital
includes spending to capture more value from existing assets such as the Marcus Hook facility, the Nederland terminal and our patented blending technology.
Expansion capital expenditures in 2014 will also include continued progress on our previously announced growth projects.

Maintenance capital expenditures for both periods presented primarily included recurring expenditures such as pipeline integrity costs; pipeline
relocations; repair and upgrade of field instrumentation, including measurement devices; repair and replacement of tank floors and roofs; upgrades of cathodic
protection systems; crude trucks and related equipment; and the upgrade of pump stations. The Partnership continues to estimate its maintenance capital
spending to be approximately $70 million in 2014.

In the first quarter 2014, we acquired an additional ownership interest in Explorer Pipeline Company for $42 million, increasing our ownership interest
from 9.4 percent to 13.3 percent. There were no major acquisitions during the three months ended March 31, 2013.

We expect to fund future capital expenditures, including any acquisitions, from cash provided by operations, with proceeds from debt and equity
offerings and, to the extent necessary, from borrowings under our credit facilities.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to various risks, including volatility in the prices of the products that we market and interest rates associated with our variable-rate
debt. In order to manage such exposure, inventory levels, expectations of future commodity prices, debt levels and interest rates are monitored when making
decisions with respect to risk management.

Interest Rate Risk

We have interest rate risk exposure for changes in interest rates relating to our outstanding borrowings. We manage our exposure to changing interest
rates through the use of a combination of fixed-rate and variable-rate debt. At March 31, 2014, we
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had $985 million of variable-rate borrowings under the revolving credit facilities. Outstanding borrowings bear interest cost of LIBOR plus an applicable
margin. Our weighted average interest rate on our variable-rate borrowings was approximately 1 percent at March 31, 2014.

At March 31, 2014, we had $1.98 billion of fixed-rate borrowings associated with our outstanding senior notes, excluding $116 million of unamortized
premiums. The estimated fair value of our senior notes was $2.05 billion at March 31, 2014.

Commodity Market Risk

We are exposed to volatility in the prices of the products we market. To manage such exposures, inventory levels and expectations regarding future
commodity prices are monitored when making decisions with respect to risk management and inventory carried. Our policy is to purchase only commodity
products for which we have a market, and to structure our sales contracts so that price fluctuations for those products do not materially affect the margins we
receive. We also seek to maintain a position that is substantially balanced within our various commodity purchase and sale activities. We may experience net
unbalanced positions for short periods of time as a result of production, transportation and delivery variances, as well as logistical issues associated with
inclement weather conditions. When unscheduled physical inventory builds or draws do occur, they are monitored and managed to a balanced position over a
reasonable period of time.

We do not use futures or other derivative instruments to speculate on crude oil, refined products or natural gas liquids ("NGL") prices, as these
activities could expose us to significant losses. We do use derivative contracts as economic hedges against price changes related to our forecasted refined
products and NGL purchase and sale activities. These derivatives are intended to have equal and opposite effects of the related physical purchase and sale
activities. At March 31, 2014, the fair market value of our open derivative positions was a net liability of $1 million on 1.9 million barrels of refined products
and NGLs. These derivative positions vary in length but do not extend beyond one year.

For additional information concerning our commodity market risk activities, see Note 14 to the condensed consolidated financial statements.

Forward-Looking Statements

Some of the information included in this quarterly report on Form 10-Q contains "forward-looking" statements and information relating to Sunoco
Logistics Partners L.P. that is based on the current beliefs of our management as well as assumptions made by, and information currently available to, our
management.

These factors are not necessarily all of the important factors that could cause actual results to differ materially from those expressed in any of our
forward-looking statements. Other unknown or unpredictable factors could also have material adverse effects on future results. We undertake no obligation to
update publicly any forward-looking statement whether as a result of new information or future events.

Words such as "may," "anticipates," "believes," "expects," "estimates," "planned," "scheduled" or similar phrases or expressions identify forward-
looking statements. Although we believe these forward-looking statements are reasonable, they are based upon a number of assumptions, any or all of which
may ultimately prove to be inaccurate. These statements are subject to numerous assumptions, uncertainties and risks that may cause future results to be
materially different from the results projected, forecasted, estimated or budgeted, including, but not limited to the following:

• Our ability to successfully consummate announced acquisitions or expansions and integrate them into our existing business operations;
• Delays related to construction of, or work on, new or existing facilities and the issuance of applicable permits;
• Changes in demand for, or supply of, crude oil, refined products and NGLs that impact demand for our pipeline, terminalling and storage services;
• Changes in the short-term and long-term demand for crude oil, refined products and NGLs we buy and sell;
• An increase in the competition encountered by our terminals, pipelines and acquisition and marketing operations;
• Changes in the financial condition or operating results of joint ventures or other holdings in which we have an equity ownership interest;
• Changes in the general economic conditions in the United States;
• Changes in laws and regulations to which we are subject, including federal, state, and local tax, safety, environmental and employment laws;
• Changes in regulations governing the composition of the products that we transport, terminal and store;
• Improvements in energy efficiency and development of technology resulting in reduced demand for refined petroleum products;
• Our ability to manage growth and/or control costs;
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• The effect of changes in accounting principles and tax laws and interpretations of both;
• Global and domestic economic repercussions, including disruptions in the crude oil, refined petroleum products and NGL markets, from terrorist

activities, international hostilities and other events, and the government’s response thereto;
• Changes in the level of operating expenses and hazards related to operating our facilities (including equipment malfunction, explosions, fires, spills

and the effects of severe weather conditions);
• The occurrence of operational hazards or unforeseen interruptions for which we may not be adequately insured;
• The age of, and changes in the reliability and efficiency of our operating facilities;
• Changes in the expected level of capital, operating, or remediation spending related to environmental matters;
• Changes in insurance markets resulting in increased costs and reductions in the level and types of coverage available;
• Risks related to labor relations and workplace safety;
• Non-performance by or disputes with major customers, suppliers or other business partners;
• Changes in our tariff rates implemented by federal and/or state government regulators;
• The amount of our debt, which could make us vulnerable to adverse general economic and industry conditions, limit our ability to borrow additional

funds, place us at competitive disadvantages compared to competitors that have less debt, or have other adverse consequences;
• Restrictive covenants in our credit agreements;
• Changes in our credit ratings or the credit ratings of Energy Transfer Partners, L.P., the controlling owner of our general partner, as assigned by

ratings agencies;
• The condition of the debt capital markets and equity capital markets in the United States, and our ability to raise capital in a cost-effective way;
• Performance of financial institutions impacting our liquidity, including those supporting our credit facilities;
• The effectiveness of our risk management activities, including the use of derivative financial instruments to hedge commodity risks;
• Changes in interest rates on our outstanding debt, which could increase the costs of borrowing; and
• The costs and effects of legal and administrative claims and proceedings against us or any entity in which we have an ownership interest, and

changes in the status of, or the initiation of new litigation, claims or proceedings, to which we, or any entity in which we have an ownership interest,
are a party.
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Item 4. Controls and Procedures

Disclosure controls and procedures are designed to ensure that information required to be disclosed in the Partnership's reports filed or submitted under
the Exchange Act is recorded, processed, summarized and reported, within the time periods specified by the rules and forms of the Securities and Exchange
Commission. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed in the Partnership's reports under the Exchange Act is accumulated and communicated to management, including the President and Chief Executive
Officer and Chief Financial Officer of Sunoco Partners LLC (the Partnership's general partner), as appropriate, to allow timely decisions regarding required
disclosure.

As of March 31, 2014, the Partnership carried out an evaluation, under the supervision and with the participation of the management of the general
partner (including the President and Chief Executive Officer and the Chief Financial Officer), of the effectiveness of the design and operation of the
Partnership's disclosure controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon that evaluation, the general partner's President and Chief
Executive Officer, and its Chief Financial Officer, concluded that the Partnership's disclosure controls and procedures were effective.

No change in the Partnership's internal control over financial reporting has occurred during the fiscal quarter ended March 31, 2014 that has materially
affected, or that is reasonably likely to materially affect, the Partnership's internal control over financial reporting.
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PART II.

OTHER INFORMATION

Item 1. Legal Proceedings

There are certain proceedings arising prior to the February 2002 initial public offering ("IPO") pending against our Sunoco, Inc. ("Sunoco") affiliated
predecessors and us (as successor to certain liabilities of those predecessors). Although the ultimate outcome of these proceedings cannot be ascertained at
this time, it is reasonably possible that some of them may be resolved unfavorably. Sunoco has agreed to indemnify the Partnership for 100 percent of all
losses from environmental liabilities related to the transferred assets arising prior to, and asserted within 21 years of February 8, 2002. There is no monetary
cap on this indemnification from Sunoco. Sunoco's share of liability for claims asserted thereafter will decrease by 10 percent each year through the thirtieth
year following the February 8, 2002 date. Any remediation liabilities not covered by this indemnity will be our responsibility. In addition, Sunoco is obligated
to indemnify us under certain other agreements executed after the IPO.

There are certain pending legal proceedings related to matters arising after the IPO that are not indemnified by Sunoco. Our management believes that
any liabilities that may arise from these legal proceedings will not be material to our results of operations, financial position or cash flows at March 31, 2014.

Item 1A. Risk Factors

There have been no material changes from the risk factors described previously in Part I, Item IA. of the Partnership's Annual Report on Form 10-K for
the year ended December 31, 2013, filed on February 27, 2014.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not Applicable.

Item 5. Other Information

None.
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Item 6. Exhibits

4.1*

 

Indenture, dated as of December 16, 2005, by and among Sunoco Logistics Partners Operations L.P., as issuer, Sunoco Logistics Partners
L.P., as guarantor, the subsidiary guarantors named therein and Citibank, N.A., as trustee (incorporated by reference to Exhibit 4.4 of the
Registration Statement on Form S-3, File No. 333-130564, filed December 21, 2005).

4.1.1*

 

Ninth Supplemental Indenture, dated as of April 3, 2014, by and among Sunoco Logistics Partners Operations L.P., as issuer, Sunoco
Logistics Partners L.P., as guarantor, and U.S. Bank National Association, as successor trustee (incorporated by reference to Exhibit 4.2 of
Form 8-K, file No. 1-31219, filed April 3, 2014).

4.1.2*

 

Tenth Supplemental Indenture, dated as of April 3, 2014, by and among Sunoco Logistics Partners Operations L.P., as issuer, Sunoco
Logistics Partners L.P., as guarantor, and U.S. Bank National Association, as successor trustee (incorporated by reference to Exhibit 4.4 of
Form 8-K, file No. 1-31219, filed April 3, 2014).

10.1  Sunoco Partners LLC Amended and Restated Annual Short-Term Incentive Bonus Plan, dated as of January 1, 2014

12.1  Statement of Computation of Ratio of Earnings to Fixed Charges

31.1  Chief Executive Officer Certification of Periodic Report Pursuant to Exchange Act Rule 13a-14(a)

31.2  Chief Financial Officer Certification of Periodic Report Pursuant to Exchange Act Rule 13a-14(a)

32.1  Chief Executive Officer Certification of Periodic Report Pursuant to Exchange Act Rule 13a-14(b) and U.S.C. § 1350

32.2  Chief Financial Officer Certification of Periodic Report Pursuant to Exchange Act Rule 13a-14(b) and U.S.C. § 1350

101.1

 

The following financial information from Sunoco Logistics Partners L.P.'s Quarterly Report on Form 10-Q for the three months ended
March 31, 2014 formatted in XBRL (eXtensible Business Reporting Language): (i) the Condensed Consolidated Statements of
Comprehensive Income; (ii) the Condensed Consolidated Balance Sheets; (iii) the Condensed Consolidated Statements of Cash Flows;
(iv) the Condensed Consolidated Statements of Equity; and (v) the Notes to Condensed Consolidated Financial Statements.

___________

* Each such exhibit has heretofore been filed with the Securities and Exchange Commission as part of the filing indicated and is incorporated by reference.

We are pleased to furnish this Form 10-Q to unitholders who request it by writing to:

Sunoco Logistics Partners L.P.
Investor Relations
1818 Market Street
Suite 1500
Philadelphia, PA 19103
or through our website at www.sunocologistics.com.
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SIGNATURE

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

Sunoco Logistics Partners L.P.
  

By: /S/    Martin Salinas, Jr.
 Martin Salinas, Jr.

 
Chief Financial Officer
Sunoco Partners LLC

Date: May 8, 2014
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==========================================================================

SUNOCO PARTNERS LLC
Amended and Restated Annual Short Term Incentive Bonus Plan

Effective January 1, 2014

==========================================================================



SUNOCO PARTNERS LLC
ANNUAL SHORT-TERM INCENTIVE BONUS PLAN

1. Purpose. The purpose of this Plan is to motivate management and the employees of the Company and its Affiliates who
perform services for the Partnership to earn annual cash awards through the achievement of performance and target
goals.

2. Definitions. As used in this Plan, the following terms shall have the meanings herein specified:

2.1 Actual Results means the dollar amount of EBITDA, Departmental Budget or other applicable financial measure
specified for the Budget Target for a Plan Year actually achieved for such Plan Year as determined by the
Partnership following the end of such Plan Year.

2.2 Annual Bonus means the cash bonus paid to an Eligible Employee for the Plan Year.

2.3 Annual Target Bonus means, for an Eligible Employee, a percentage of such Eligible Employee’s Eligible Earnings,
and shall be dependent on a number of factors which may include but are not limited to an employee’s position
title, job responsibilities, and reporting level within the Company. The Company may, but is not required to,
specify a specific range for an Eligible Employee at any time prior to or during a Plan Year; provided that any
such range may be adjusted from time to time or at any time in the Company’s sole discretion, including for the
applicable Plan Year.

2.4 Annual Target Bonus Pool means, for a Plan Year, the Target Bonus of the Eligible Employees of the Company for
that Plan Year.

2.5 Board means the Board of Directors of the Company.

2.6 Bonus Pool Payout Factor means the multiplier factor applied to the Annual Target Bonus Pool to determine the
Funded Bonus Pool for the applicable Plan Year. The payout is determined by the comparison of the Budget Target
for the Plan Year to Actual Results. General guidelines for the Budget Target and the Bonus Pool Payout Factor
associated with such Budget Target for a Plan Year are set forth below, but each are subject to the sole discretion
of the Compensation Committee. The Bonus Pool Payout Factor for purposes of the Plan shall be adjusted each
Plan Year based on the specific allocation of Annual Target Bonus Pools to each of the specified Budget Target(s).
Such allocations of each Budget Target to the total Annual Bonus Pool shall be determined on an annual basis by
the Compensation Committee.

 



Target and Payout Factor Guidelines
            

% of Budget Target Bonus Pool Payout Factor
>=110.0 1.20x

109.9 - 105.0 1.10x
104.9 - 95.0 1.00x
94.9 - 90.0 .90x
89.9 - 80.0 .80x
79.9 - 70.0 .70x
69.9 - 50.0 .50x

<50.0 .0x

            Departmental Budget Target Payout Factor Guidelines
            

% of Budget Target Bonus Pool Payout Factor
0.0-100.9 1.00x

101.0-105.9 .90x
106.0 - 110.9 .70x
111.0-115.9 .50x
116.0-120.0 .30x

>120.1 .0x

2.7 Budget Target means the specific dollar amount of EBITDA, total Departmental Budget and/or other financial
measure(s) established by the Compensation Committee for the Company for a Plan Year.

2.8 Company means Sunoco Partners LLC, a Pennsylvania limited liability company. The term “Company” shall include
any successor to Sunoco Partners LLC, any subsidiary or affiliate thereof that has adopted the Plan, or any entity
succeeding to the business of Sunoco Partners LLC, or any subsidiary or affiliate, by merger, consolidation,
liquidation, or purchase of assets or equity, or similar transaction.

2.9 Compensation Committee means the Compensation Committee of the Company’s Board.

2.10 Departmental Budget means the specific dollar amount of general and administrative expenses (i.e operating
budget) set for each department of Partnership and its subsidiaries. In the case where a department head oversees
multiple departments the Departmental Budget shall be the total aggregate budget for all of his/her departments.

2.11 EBITDA means earnings before interest, taxes, depreciation and amortization.

2.12 Eligible Earnings means the aggregate regular earnings plus overtime earnings, if any, received by an Eligible
Employee during the Plan Year. For the avoidance of doubt, neither distribution payments or distribution equivalent
payments on any Partnership restricted or common units nor any other bonus or sign-on payments received by an
Eligible Employee during the Plan Year shall be included in the calculation of Eligible Earnings for an Eligible
Employee.

2.13 Funded Bonus Pool means the Annual Target Bonus Pool for a Plan Year multiplied by the Bonus Pool Payout
Factor for such Plan Year. The establishment and amount of a Funded



Bonus Pool is 100% discretionary and subject to the final approval of and/or adjustment by the Compensation
Committee.

2.14 Partnership means Sunoco Logistics Partners L.P., a Delaware limited partnership.

2.15 Person means an individual, corporation, limited liability company, partnership, joint venture, trust, unincorporated
organization, association, government agency or political subdivision thereof or other entity.

2.16 Plan means the Company’s Annual Short-Term Incentive Bonus Plan as set forth herein, as the same may be
amended from time to time.

2.17 Plan Year means the performance (calendar) year for the measurement and determination of the Budget Target
and the calculation of Actual Results. Unless otherwise determined by the Compensation Committee, each Plan
Year shall be the one year period commencing on January 1 and ending on December 31 of the calendar year.

3. Plan Guidelines and Administration. The administration of the Plan and any potential Annual Bonus awarded pursuant
to the Plan are subject to the sole determination and discretion of the Compensation Committee. The Compensation
Committee will review the Partnership’s performance results for the designated Plan Year, the Budget Target and Bonus
Pool Payout Factor for each Plan Year and thereafter will determine, in consultation with the Chief Executive Officer,
whether or not and to what extent to approve the funding of Annual Bonus awards under the Plan. The Compensation
Committee may delegate the responsibility for the administration and operation of the Plan to the Chief Executive Officer of
the Company or any participating Affiliate. The Compensation Committee or the person(s) to which administrative authority
has been delegated (the Committee or such person referred to as the “Plan Administrator”) shall have the authority to
interpret and construe any and all provisions of the Plan, including the establishment for any designated Plan Year or from
time to time any Budget Targets, Budget Target guidelines, Bonus Pool Payout Factors and/or such other economic or
performance factors as the Plan Administrator shall determine and whether and to what extent any such targets, guidelines
or factors has been achieved. Any determination made by the Plan Administrator shall be final and conclusive and binding
on all persons.

4. Eligible Employees. Subject to the discretion of the Compensation Committee and such other criteria as may be
established by the Compensation Committee in general or for a particular Plan Year, all regular full-time and part-time
employees providing services to the the Partnership are eligible to participate in the Annual Target Bonus Pool for a Plan
Year. No Eligible Employee shall be entitled to receive an Annual Bonus for a Plan Year unless he or she is actively
employed by the Company (or one of its Affiliates) on the date the Annual Bonus for such Plan Year is paid by the
Company even if such payment date is after the Plan Year.

5. Annual Bonus Payments for Eligible Employees. As soon as reasonably practicable following the end of the Plan Year,
management of the Company will determine the Annual Target Bonus for each Eligible Employee. The Funded Bonus Pool
from which Annual Bonuses are paid to Eligible Employees shall equal (a) the aggregate of the Annual Target Bonuses of
all Eligible Employees multiplied by (b) the Bonus Pool Payout Factor for such Plan Year. The amount of the Annual Bonus
for an Eligible Employee from the Funded Bonus Pool shall be determined in management’s sole discretion and shall be
based on a number of factors including an employee’s performance, length of employment and such other factors as may
be determined by management in its sole discretion, which factors may not be the same fall all eligible employees. In no
event, shall the aggregate amount of the Annual Bonus payments for the Plan Year exceed, in total, the Funded Bonus
Pool for such Plan Year Notwithstanding any provision herein, funds allocated under this Plan for distribution to Eligible
Employees is 100% discretionary,



6. Amendment and Termination. The Compensation Committee, at its sole discretion, may without prior notice to or
consent of any Eligible Employees, amend the Plan or terminate the Plan at any time.

7. Indemnification. Neither the Company, any participating Affiliate, nor the Board, or the Compensation Committee, of the
Company or any participating affiliate, nor any officer or employee of the Company or any participating affiliate shall be
liable for any act, omission, interpretation, construction or determination made in connection with the Plan in good faith;
and the members of the Company’s Board, the Compensation Committee and/or management of the Company shall be
entitled to indemnification and reimbursement by the Company to the maximum extent permitted by law in respect of any
claim, loss, damage or expense (including counsel’s fees) arising from their acts, omission and conduct in their official
capacity with respect to the Plan.

8. General provisions.

8.1 Non-Guarantee of Employment or Participation in the Plan. Nothing contained in this Plan shall be construed as a
contract of employment between the Company, the Partnership and/or any of its affiliates and any employee of the
Company or any of its affiliates, and nothing in this Plan shall confer upon any employee, including an Eligible
Employee, any right to continued employment with the Company and/or its affiliate, or interfere with the right of the
Company, the Partnership and/or its affiliate to terminate the employment, with or without cause, of an employee,
including an Eligible Employee. Nothing in this Plan shall give any employee any right to participate in the Plan
and/or to receive an Annual Bonus with respect to any Plan Year.

8.2 Interests Not Transferable. No right, interest or benefit under the Plan shall be subject in any manner to alienation,
sale, transfer, assignment, pledge, attachment or other legal process, or encumbrance of any kind, and any attempt
to do so shall be void.

8.3 Controlling Law. To the extent not superseded by federal law, the law of the State of Texas, without regard to the
conflicts of laws provisions thereunder, shall be controlling in all matters relating to the Plan.

8.4 Severability. If any Plan provision or any Annual Bonus award hereunder is or becomes or is deemed to be invalid,
illegal, or unenforceable in any jurisdiction or as to any person or award, or would disqualify the Plan or any award
under the law deemed applicable by the Compensation Committee, such provision shall be construed or deemed
amended to conform to the applicable laws, or if it cannot be construed or deemed amended without, in the
determination of the Compensation Committee, materially altering the intent of the Plan or the award, such
provision shall be stricken as to such jurisdiction, person or award and the remainder of the Plan and any such
award shall remain in full force and effect.

8.5 No Trust or Fund Created. Neither the Plan nor any award shall create or be construed to create a trust or separate
fund of any kind or a fiduciary relationship between the Company and its Affiliates and an employee, including an
Eligible Employee or any other person. The Plan shall constitute an unfunded mechanism for the Company to pay
bonus compensation to participants from its general assets. No participant shall have any security or other interest
in the assets of the Company.

8.6 Headings. Headings are given to the sections of the Plan solely as a convenience to facilitate reference. Such
headings shall not be deemed in any way material or relevant to the construction or interpretation of the Plan or any
provision of it.



8.7 Tax Withholding. The Company and/or any participating Affiliate may deduct from any payment otherwise due
under this Plan to a Participant (or beneficiary) amounts required by law to be withheld for purposes of federal,
state or local taxes.

8.8 Off-set. The Company reserves the right to withhold any or all portions of an award or to reduce an award
to a participant up to an amount equal to any amount the participant owes to the Company or any of its
Affiliates.

8.9 Effective Date. This Plan shall be effective for the Plan Year commencing on January 1, 2014.



Exhibit 12.1

STATEMENT OF COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

 
Three Months Ended March 31,

2014

 (in millions)

Fixed Charges:  
Interest cost and debt expense $ 26
Interest allocable to rental expense (1) 1

Total $ 27

Earnings:  
Income before income tax expense (2) $ 115
Income before income tax expense attributable to noncontrolling interests (4)
Equity in income of 50 percent or less owned affiliated companies (4)
Dividends received from 50 percent or less owned affiliated companies (3) 2
Fixed charges 27
Interest capitalized (10)
Amortization of previously capitalized interest —

Total $ 126

  

Ratio of Earnings to Fixed Charges 4.7

(1) Represents one-third of the total operating lease rental expense which is that portion deemed to be interest.
(2) Represents income before income tax expense for all consolidated entities, including Inland Corporation, Mid-Valley Pipeline Company and West Texas Gulf Pipe Line

Company.
(3) Represents dividends received from equity-method investments, which excludes dividends from Inland Corporation, Mid-Valley Pipeline Company and West Texas Gulf

Pipe Line Company.
 



Exhibit 31.1

CERTIFICATION
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Michael J. Hennigan, President and Chief Executive Officer of Sunoco Partners LLC, the general partner of the registrant Sunoco Logistics Partners
L.P., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q;

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

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

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

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

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

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

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

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

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

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

Date: May 8, 2014

/s/ MICHAEL J. HENNIGAN
 

Name: Michael J. Hennigan
Title: President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Martin Salinas, Jr., Chief Financial Officer of Sunoco Partners LLC, the general partner of the registrant Sunoco Logistics Partners L.P., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q;

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

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

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

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

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

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

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

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

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

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

Date: May 8, 2014

/s/ MARTIN SALINAS, JR.
 

Name: Martin Salinas, Jr.
Title: Chief Financial Officer



Exhibit 32.1

Certification of President and Chief Executive Officer of Sunoco Partners LLC
18 U.S.C. Section 1350 as Adopted

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

In connection with this Quarterly Report on Form 10-Q of Sunoco Logistics Partners L.P. for the quarter ended March 31, 2014, I, Michael J. Hennigan,
President and Chief Executive Officer of Sunoco Partners LLC, the general partner of the registrant Sunoco Logistics Partners L.P., certify pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q for the quarter ended
March 31, 2014 fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in
the periodic report fairly presents, in all material respects, the financial condition and results of operations of Sunoco Logistics Partners L.P.

Date: May 8, 2014

/s/ MICHAEL J. HENNIGAN
 

Michael J. Hennigan
President and Chief Executive Officer



Exhibit 32.2

Certification of Chief Financial Officer of Sunoco Partners LLC
18 U.S.C. Section 1350 as Adopted

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

In connection with this Quarterly Report on Form 10-Q of Sunoco Logistics Partners L.P. for the quarter ended March 31, 2014, I, Martin Salinas, Jr.,
Chief Financial Officer of Sunoco Partners LLC, the general partner of the registrant Sunoco Logistics Partners L.P., certify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q for the quarter ended March 31,
2014 fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the periodic
report fairly presents, in all material respects, the financial condition and results of operations of Sunoco Logistics Partners L.P.

Date: May 8, 2014

/s/ MARTIN SALINAS, JR.
 

Martin Salinas, Jr.
Chief Financial Officer


