PROSPECTUS SUPPLEMENT (To Prospectus dated September 7, 2006)
$250,000,000

NAMAGELLAN

B |\ DSTREAM PARTNERS, L.P.
6.400% Senior Notes due 2018

This is an offering by Magellan Midstream Partners, L.P. of $250,000,000 of 6.400% Senior Notes due
2018. Interest on the notes is payable on January 15 and July 15 of each year beginning January 15, 2009.
Interest on the notes will accrue from July 14, 2008. The notes will mature on July 15, 2018.

We may redeem some or all of the notes at any time at a redemption price that includes a “make-whole”
premium, as described under the caption “Description of Notes—Optional Redemption.”

The notes will be our senior unsecured obligations and will rank equally with all of our existing and
future senior unsecured debt and senior to any future subordinated unsecured debt that we may incur.

Investing in the notes involves risk. Please read “Risk Factors” beginning on page
S-8 of this prospectus supplement and on page 1 of the accompanying prospectus as well
as the risk factors discussed in our 2007 Annual Report on Form 10-K.

Per

Note Total
Public Offering Price(1) .. .....ooiuuui it 99.992%  $249,980,000
Underwriting DISCOUNT ... ..ottt e 0.650% s 1,625,000
Proceeds to Us (before eXpenses)(1) .........oouuuuiiiiiiianiiieininaann.. 99.342%  $248,355,000

(1)  Plus accrued interest from July 14, 2008, if settlement occurs after that date.

Neither the Securities and Exchange Commission nor any state securities commission has approved
or disapproved these securities or determined if this prospectus supplement or the accompanying
prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The notes will not be listed on any national securities exchange or quoted on any automated quotation
system. Currently, there is no public market for the notes.

It is expected that delivery of the notes will be made to investors in registered book-entry form only
through the facilities of The Depository Trust Company on or about July 14, 2008.

Joint Book-Running Managers

Wachovia Securities Banc of America Securities LLC

Lead Manager

SunTrust Robinson Humphrey

Co-Managers
Credit Suisse
Deutsche Bank Securities
JPMorgan
Raymond James
UBS Investment Bank

The date of this prospectus supplement is July 10, 2008.



TABLE OF CONTENTS

Prospectus Supplement

About this Prospectus Supplement . ........ ... ii
SUIMIMATY . ..o e S-1
Risk FACLOTS . ..o S-8
Ratio of Earnings to Fixed Charges ....... ... . .. S-10
Use of Proceeds . ... ... S-10
Capitalization . ... ... S-11
Description of NOES ... ... S-12
Certain United States Federal Income Tax Considerations .................cooiiiiiiiiiennineea.. S-25
UnderwTiting .. ... .. S-29
Legal . S-31
BTt . S-31
Information Regarding Forward-Looking Statements ........... ... ... ... ... ... o .. S-31
Where You Can Find More Information . ............. .. e S-34

Prospectus Dated September 7, 2006
About this PTOSPECTUS . ...ttt e e e e
Magellan Midstream Partners, LP. ... ... ... ..
Risk FACLOTS . ..o
Information Regarding Forward-Looking Statements ........... ... ... ... ... ... .o ..
Ratio of Earnings to Fixed Charges ......... ... .. . .
Use of Proceeds . ... ...
Description of Our Common UNits .. ... ... ...
Description of Our Debt SeCUTIIEs ... ... ...ttt
Cash Distributions . ... ... ...
Material Tax CONSEQUETICES . ... oo vttt ettt ettt e ettt e e e e e e e et
Legal Matters . .. ...ttt e
EX DTS .
Where You Can Find More Information ........... ... ... . . .
Incorporation of Certain Information By Reference .......... ... ... ... ... ... .. ... ... ... ....

w W N =
NN W N NNU AN e

w W
oo



ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the terms of
this offering of notes. The second part is the accompanying prospectus, which gives more general information
about the securities we may offer from time to time.

If the information about the offering varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information in this prospectus supplement.

You should rely only on the information contained or incorporated by reference in this prospectus
supplement or the accompanying prospectus. We have not authorized anyone to provide you with different
information. We are not making an offer of these securities in any state where the offer is not permitted. You
should not assume that the information contained in this prospectus supplement or the accompanying
prospectus is accurate as of any date other than the dates shown in these documents or that any information
we have incorporated by reference is accurate as of any date other than the date of the document incorporated
by reference. Our business, financial condition, results of operations and prospects may have changed since
such dates.

None of Magellan Midstream Partners, L.P., the underwriters or any of their respective representatives is
making any representation to you regarding the legality of an investment in the notes by you under
applicable laws. You should consult with your own advisors as to legal, tax, business, financial and related
aspects of an investment in the notes.
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SUMMARY

This summary highlights information contained elsewhere in this prospectus supplement and the
accompanying prospectus. It does not contain all of the information you should consider before making an
investment decision. You should read the entire prospectus supplement, the accompanying prospectus, the
documents incorporated by reference and the other documents to which we refer for a more complete
understanding of this offering. Please read “Risk Factors” beginning on page S-8 of this prospectus supplement
and page 1 of the accompanying prospectus as well as the risk factors discussed in our zooy Annual Report on
Form 10K for more information about important factors that you should consider before buying notes in this
offering. As used in this prospectus supplement and the accompanying prospectus, unless we indicate otherwise,
the terms “our,” “we,” “us” and similar terms refer to Magellan Midstream Partners, L.P., together with our
subsidiaries.

Magellan Midstream Partners, L.P.
We were formed as a limited partnership under the laws of the State of Delaware in August 2000. As of
March 31, 2008, our asset portfolio consisted of:

+ an 8 ,500-mile petroleum products pipeline system, including 47 petroleum products terminals,
serving the mid-continent region of the United States;

+  seven petroleum products terminal facilities located along the United States Gulf and East Coasts;
+ 27 petroleum products terminals located principally in the southeastern United States; and
+ an 1,100-mile ammonia pipeline system serving the mid-continent region of the United States.

Our principal executive offices are located in One Williams Center, Tulsa, Oklahoma 74172 and our
phone number is (918) 574-7000.

Partnership Structure and Management
Our general partner has sole responsibility for conducting our business and managing our operations.

Our general partner does not receive any management fee or other compensation in connection with its
management of our business, but it is reimbursed for direct and indirect expenses incurred on our behalf.




The following chart depicts our simplified organizational and ownership structure. The percentages
reflected in the organizational chart represent approximate ownership interests in us.

Approximate
Percentage
Ownership of Magellan Midstream Partners, L.P. Interest
Public common UNIts .. ... ... 98.0%
Magellan GP, LLC general partner interest ............... ... ... i, 2.0%
Total .. 100.0%

Magellan Midstream
Holdings, L.P.
(NYSE: MGG)

100.0% ownership interest

Magellan GP, LLC
100.0%
ownership
interest
Magellan IDR, L.P. Public
2.0% general
partner interest
. . 98.0%
incentive limited partner
distribution rights 1ntec p
interest

Magellan Midstream
Partners, L.P.
(NYSE: MMP)

Operating Subsidiaries
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Issuer ...........

Securities ........

Maturity Date . ...

Interest Payment Dates .............

Use of Proceeds ..

Optional Redemption ...............

Ranking .........

Subsidiary Guarantees ..............

Certain Covenants

The Notes Offering

Magellan Midstream Partners, L.P.

$250,000,000 aggregate principal amount of 6.400% Senior Notes
due 2018.

July 15, 2018.
January 15 and July 15 of each year, beginning January 15, 2009.

We intend to use the net proceeds from this offering to repay all
borrowings outstanding under our revolving credit facility, and we
will use the balance for general partnership purposes.

We may redeem some or all of the notes at any time at a
redemption price, which includes a “make-whole” premium, plus
accrued and unpaid interest, if any, to the redemption date, as
described in “Description of Notes” beginning on page S-12 of this
prospectus supplement.

The notes will be our senior unsecured obligations and will rank
equally with all of our other existing and future senior debt,
including borrowings under our revolving credit facility, and senior
to any future subordinated debt.

We conduct substantially all of our business through our
subsidiaries. The notes will be structurally subordinated to all
existing and future debt and other liabilities, including trade
payables, of any of our subsidiaries. As of March 31, 2008, our
subsidiaries had no debt for borrowed money owing to any
unaffiliated third parties.

We will cause any of our existing and future subsidiaries that
guarantees or becomes a co-obligor in respect of any of our funded
debt to equally and ratably guarantee the notes.

We will issue the notes under an indenture with U.S. Bank National
Association, as trustee. The indenture does not limit the amount of
unsecured debt we may incur. The indenture will contain
limitations on, among other things, our ability to:

+  incur debt secured by certain liens;
+  engage in certain sale-leaseback transactions; and
+  consolidate, merge or dispose of all or substantially all of

our assets.

The indenture will provide for certain events of default, including
default on certain other debt.
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Ratings .......

Additional Issuances ...............

Risk Factors ..

Governing Law

We have obtained the following ratings on the notes: Baaz by
Moody’s Investors Service, Inc. and BBB by Standard & Poor’s
Ratings Services.

A rating reflects only the view of a rating agency and is not a
recommendation to buy, sell or hold the notes. Any rating can be
revised upward or downward or withdrawn at any time by a rating
agency if the rating agency decides that the circumstances warrant a
revision.

We may, at any time, without the consent of the holders of the
notes, issue additional notes having the same interest rate, maturity
and other terms as these notes. Any additional notes having such
similar terms, together with these notes, will constitute a single
series under the indenture.

Please read “Risk Factors” beginning on page S-8 and on page 1 of
the accompanying prospectus for a discussion of factors you should
carefully consider before investing in the notes, as well as the risk
factors discussed in our 2007 Annual Report on Form 10-K.

The notes and the indenture relating to the notes will be governed
by New York law.
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Summary Selected Financial and Operating Data

The following table sets forth summary selected financial data as of and for the years ended
December 31, 2005, 2006 and 2007 and as of and for the three months ended March 31, 2007 and 2008. This
financial data was derived from our audited consolidated financial statements and related notes included in
our Annual Report on Form 10K for the year ended December 31, 2007 and from our unaudited consolidated
financial statements and related notes included in our Quarterly Report on Form 10-Q for the three months
ended March 31, 2008. The financial data set forth below should be read in conjunction with those
consolidated financial statements and notes thereto, which are incorporated by reference into this prospectus
supplement and the accompanying prospectus and have been filed with the Securities and Exchange
Commission, or SEC. All other amounts have been prepared from our financial records.

The financial measures of EBITDA and operating margin, which are not prepared in accordance with
generally accepted accounting principles, or “GAAP,” are presented in the summary selected historical
financial data. We have presented these financial measures because we believe that investors benefit from
having access to the same financial measures utilized by management.

We define EBITDA, which is a non-GAAP measure, in the following schedules as net income plus
provision for income taxes, debt prepayment premiums, debt placement fee amortization, interest expense
(net of interest income and capitalized interest) and depreciation and amortization. EBITDA should not be
considered an alternative to net income, operating profit, cash flow from operations or any other measure of
financial performance presented in accordance with GAAP. Because EBITDA excludes some items that affect
net income and these items may vary among other companies, the EBITDA data presented may not be
comparable to similarly titled measures of other companies. Our management uses EBITDA as a performance
measure to assess the viability of projects and to determine overall rates of return on alternative investment
opportunities. A reconciliation of EBITDA to net income, the nearest comparable GAAP measure, is included
in the following schedules.

In addition to EBITDA, the non-GAAP measure of operating margin (in the aggregate and by segment) is
presented in the following tables. We compute the components of operating margin by using amounts that
are determined in accordance with GAAP. A reconciliation of operating margin to operating profit, which is
its nearest comparable GAAP financial measure, is included in the following tables. We believe that investors
benefit from having access to the same financial measures utilized by our management. Operating margin is
an important measure of the economic performance of our core operations. This measure forms the basis of
our internal financial reporting and is used by our management in deciding how to allocate capital resources
between segments. Operating profit, alternatively, includes expense items, such as depreciation and
amortization and general and administrative expenses, which our management does not consider when
evaluating the core profitability of an operation.
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Income Statement Data:

Transportation and terminals revenues ..............................
Product sales revenues . ............. ..o
Affiliate management fee revenues ............. ... .. ool

Total revenues .......... ... . . i
Operating exXpenses . . ........ ...t
Product purchases ............. . i i
Gain on assignment of supply agreement .............................
Equity earnings ........ ... ...

Operating margin ............... ... .. i
Depreciation and amortization expense ................ ... .. ... ...,
Affiliate G&A EXPENSe .. ...... .t

Operating profit ......... ... . .. ... . ..
Interest expense, Net ............ ... ... ... i
Debt prepayment premium .......... ..ottt
Debt placement fee amortization ................. ... ... oL
Other (income) eXpense, Nt . ............ououiuiiuaianianeieaneanns

Income before provision for income taxes ...................... .. ...
Provision for income taxes(a) ............ ... ... oL

Netincome .......... ... ...
Basic net income per limited partner unit .............. ... ... . ... ...

Diluted net income per limited partner unit ..........................

Balance Sheet Data:

Working capital (deficit)(b) .......... ... ... o
Total assets . ... i
Long-termdebt(b) ...... ... ... . ...
Partners’ capital ........ ... .. .

Cash Distribution Data:

Cash distributions declared per unit(c) ................ .. ... ...
Cash distributions paid per unit(c) ......... ... . .. . i

Other Data:
Operating margin (loss):

Petroleum products pipeline system ............... ... ... ... .
Petroleum products terminals ........ .. ... ... ... o
Ammonia pipeline system ......... ... ... ... oL
Allocated partnership depreciation costs(d) ......................

Operating margin ............... ... ... . i

EBITDA:

Netincome ........ ... .. i
Provision for income taxes(a) .............. ... ... . o
Debt prepayment premium ...
Debt placement fee amortization .............. ... ... ... . ...
Interest EXPENSE, NEL ... ..o
Depreciation and amortization . ........... ... ... ... ... .

EBITDA

Operating Statistics:
Petroleum products pipeline system:

Transportation revenue per barrel shipped .......................
Volume shipped (millions of barrels) ............................

Petroleum products terminals:
Marine terminal average storage utilized (millions of barrels per

month)(e) ........ ...
Inland terminal throughput (millions of barrels) ..................

Ammonia pipeline system:

Volume shipped (thousands of tons) ............................

Three Months Ended

Year Ended December 31, March 31,
2005 2006 2007 2007 2008
(unaudited)

(in thousands, except per unit amounts and operating statistics)

$ 500,196 s 558,301 s 607,845 $ 143,151 S 144,592

636,209 664,569 709,564 148,663 201,718
667 690 712 173 183
1,137,072 1,223,560 1,318,121 291,987 346,493
229,795 244,526 251,601 60,975 55,592
582,631 605341 633909 133,980 177,568
— — — —  (26492)

(3.104) (3,324) (4027) (763) (405)
327,750 377,017 436,638 97,795 140,230
56,307 60,852 63,792 15,440 17,176
61,131 67,112 72,587 17,685 17,780
210,312 249,053 300,259 64,670 105,274
48,258 53,010 51,045 13,599 11,341

— — 1,984 — —

2,871 2,681 2,144 645 168
(300) 634 728 — —
159,483 192,728 244,358 50,426 93,765
— — 1,568 724 443

$ 159,483 $ 192,728 $ 242,790 $ 49,702 $ 93,322
$ 204 $ 2.24 $ 2.60 s 0.55 § 0.89
$ 2.03 $ 2.24 $ 2.60 s 055 $ 0.89

s (200) s (341,371) s (15563) s (23,492) s (30,608)

1,876,518 1,952,649 2,101,194 1,974,653 2,125,239
782,639 518,609 914,536 856,831 952,171
807,990 806,482 871,164 811,918 905,635

$ 2.06 s 2.34 S 2.55 $ 0.61625 s 0.6725
$ 1.97 $ 2.29 $ 2.49 $ 0.60250 s 0.6575

$ 249,435 $ 284,190 s 351,246 s 78,144 S 109,419

67,224 86,703 85,368 19,504 26,816
7,685 2,541 (3,008) (624) 3,166
3,406 3,583 3,032 771 829

5 327,750 S 377,017 s 436,638 s 97,795 5 140,230

s 159,483 s 192,728 5 242,790 $ 49,702 5 93,332
— — 1,568 724 443

- _ 1,984 - _

2,871 2,681 2,144 645 168
48,258 53,010 51,045 13,599 11,341
56,307 60,852 63,792 15,440 17,176

s 266,919 $ 309,271 s 363,323 s 80,110 $ 122,460

$ 1.025 $ 1.060 $ 1.147 s 1.152 S 1.153

298.6 309.6 307.2 71.3 68.9
20.4 20.9 21.8 21.7 22.6
101.3 110.1 117.3 28.2 27.1
713 726 716 214 220

(footnotes on next page)
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Beginning in 2007, the State of Texas implemented a partnership-level tax based on a percentage of the financial results of our assets
apportioned to the State of Texas. We have reported our estimate of this tax as a provision for income taxes on our consolidated
statements of income.

The maturity date of our pipeline notes was October 7, 2007. As a result, the $270.8 million carrying value of these notes was
classified as a current liability on our December 31, 2006 consolidated balance sheet. This debt was refinanced before its maturity.
The notes were repaid in full on May 3, 2007.

Cash distributions declared represent distributions declared associated with each calendar year. Distributions were declared and paid
within 45 days following the close of each quarter. Cash distributions paid represent cash payments for distributions during each of
the periods presented.

We own certain assets that have been recorded as property, plant and equipment at the partnership level and not at the segment
level. The associated depreciation expense has been allocated to our various business segments, which in turn recognized these
allocated costs as operating expense, reducing segment operating margins by these amounts.

For the year ended December 31, 2005, the amount shown represents the average monthly storage capacity utilized for the four
months we owned our Wilmington, Delaware terminal (1.8 million barrels) and the average monthly storage capacity utilized for the
full year at our other marine terminals (18.6 million barrels).
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RISK FACTORS

An investment in our notes involves risk. You should carefully read the risk factors set forth below, the
risk factors included under the caption “Risk Factors” beginning on page 1 of the accompanying prospectus,
and those risks discussed in our Annual Report on Form 10-K for the year ended December 31, 2007, which is
incorporated by reference into this prospectus supplement and the accompanying prospectus.

Your ability to transfer the notes at a time or price you desire may be limited by the absence of an active
trading market, which may not develop.

The notes are a new issue of securities for which there is no established public market. Although we
have registered the notes under the Securities Act of 1933, we do not intend to apply for listing of the notes
on any securities exchange or for quotation of the notes in any automated dealer quotation system. In
addition, although the underwriters have informed us that they intend to make a market in the notes as
permitted by applicable laws and regulations, they are not obligated to make a market in the notes, and they
may discontinue their market-making activities at any time without notice. An active market for the notes
may not develop or, if developed, may not continue. In the absence of an active trading market, you may not
be able to transfer the notes within the time or at the price you desire.

The notes will be senior unsecured obligations. As such, the notes will be effectively junior to any secured
debt we may incur in the future, to the existing and future debt and other liabilities of our subsidiaries
that do not guarantee the notes and to the future secured debt of any subsidiaries that guarantee the
notes.

The notes will be our senior unsecured debt and will rank equally in right of payment with all of our
other existing and future unsubordinated debt. The notes will be effectively junior to any secured debt we
may incur in the future, to the existing and future debt and other liabilities of our subsidiaries that do not
guarantee the notes and to the future secured debt of any subsidiaries that guarantee the notes. As of
March 31, 2008, our subsidiaries had no debt for borrowed money owing to any unaffiliated third parties.
Initially, there will be no subsidiary guarantors of the notes, and there may be none in the future.

If we are involved in any dissolution, liquidation or reorganization, any secured debt holders would be
paid before you receive any amounts due under the notes to the extent of the value of the assets securing their
debt and creditors of our subsidiaries may also be paid before you receive any amounts due under the notes.
In that event, you may not be able to recover any principal or interest you are due under the notes.

A guarantee could be voided if the guarantor fraudulently transferred the guarantee at the time it
incurred the indebtedness, which could result in the noteholders being able to rely only on us to satisfy
claims.

Initially, none of our subsidiaries will guarantee the notes. In the future, however, if our subsidiaries
become guarantors or co-obligors of our funded debt, then these subsidiaries will guarantee our payment
obligations under the notes. Under U.S. bankruptcy law and comparable provisions of state fraudulent
transfer laws, a guarantee can be voided, or claims under a guarantee may be subordinated to all other debts
of that guarantor if, among other things, the guarantor, at the time it incurred the indebtedness evidenced by
its guarantee:

+ intended to hinder, delay or defraud any present or future creditor or received less than reasonably
equivalent value or fair consideration for the incurrence of the guarantee;

+ was insolvent or rendered insolvent by reason of such incurrence;
+ was engaged in a business or transaction for which the guarantor’s remaining assets constituted

unreasonably small capital; or
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+ intended to incur, or believed that it would incur, debts beyond its ability to pay those debts as they
mature.

In addition, any payment by that guarantor under a guarantee could be voided and required to be
returned to the guarantor or to a fund for the benefit of the creditors of the guarantor.

We do not have the same flexibility as other types of organizations to accumulate cash, which may limit
cash available to service the notes or to repay them at maturity.

Our partnership agreement requires us to distribute, on a quarterly basis, 100% of our available cash to
our unitholders of record and our general partner, subject to reasonable reserves as described below. As a
result, we do not have the same flexibility as corporations or other entities that do not pay dividends or have
complete flexibility regarding the amounts they will distribute to their equity holders. Available cash is
generally all of our cash receipts adjusted for cash distributions and reserves. The timing and amount of our
distributions could significantly reduce the cash available to pay the principal, premium (if any) and interest
on the notes. The board of directors of our general partner will determine the amount and timing of such
distributions and has broad discretion to establish and make additions to our reserves or the reserves of our
operating subsidiaries as it determines are necessary or appropriate.

Although our payment obligations to our unitholders are subordinate to our payment obligations to you,
the value of our units will decrease in correlation with decreases in the amount we distribute for each unit.
Accordingly, if we experience a liquidity problem in the future, we may not be able to issue equity to
recapitalize.

Tax Risks

You are urged to read “Certain United States Federal Income Tax Considerations” for a discussion of the
expected material federal income tax consequences of purchasing the notes.

Our tax treatment will depend on our status as a partnership for federal income tax purposes, as well as
our not being subject to entity-level taxation by individual states. If the IRS treats us as a corporation for
tax purposes or we become subject to entity-level taxation, it would reduce the amount of cash available
for payment of principal and interest on the notes.

If we were classified as a corporation for federal income tax purposes, we would be required to pay
federal income tax on our taxable income at the corporate tax rate, which is currently a maximum of 35%,
and would likely pay state income tax at varying rates. Treatment of us as a corporation would cause a
material reduction in our anticipated cash flow, which could materially and adversely atfect our ability to
make payments on the notes.

Current law may change so as to cause us to be treated as a corporation for federal income tax purposes
or otherwise subject us to entity-level taxation. For example, at the federal level, legislation has been proposed
that would eliminate partnership tax treatment for certain publicly traded partnerships. Although such
legislation would not apply to us as currently proposed, it could be amended prior to enactment in a manner
that does apply to us. We are unable to predict whether any of these changes, or other proposals, will
ultimately be enacted. Any such changes could materially and adversely affect our ability to make payments
on the notes. At the state level, because of widespread state budget deficits and for other reasons, several
states are evaluating ways to subject partnerships to entity-level taxation through the imposition of state
income, franchise and other forms of taxation. For example, partnerships operating in Texas are required to
pay franchise tax at a maximum effective rate of 0.7% of gross income apportioned to Texas in the prior year.
If any other state were to impose a tax on us, the cash we have available to make payments on the notes could
be materially reduced.
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RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings to fixed charges for each of the periods indicated is as follows:

Three Months Ended

Years Ended December 31, March 31,
2003 2004 2005 2006 2007 2008
Ratio of earnings to fixed charges .............. 3.2x  3.6x 3.8x 4.2x 5.0 7.5%

For purposes of calculating the ratio of earnings to fixed charges:

“fixed charges” represent interest expense (including amounts capitalized), amortization of debt
costs and the portion of rental expense representing the interest factor; and

“earnings” represent the aggregate of income from continuing operations (before adjustment for
income taxes, extraordinary loss (gain), earnings from equity investments and cumulative effect of
change in accounting principle), fixed charges, amortization of capitalized interest and distributions
from equity investment, less capitalized interest.

USE OF PROCEEDS

We will receive net proceeds from this offering of approximately s247.9 million, after deducting the
underwriting discounts and estimated offering expenses payable by us. We intend to use the net proceeds
from this offering to repay all borrowings outstanding under our revolving credit facility, and we will use the
balance for general partnership purposes. Borrowings under our revolving credit facility have been used for
general partnership purposes, including capital expenditures. The revolving credit facility’s maturity date is
September 20, 2012 and as of July 8, 2008, the weighted-average interest rate on borrowings outstanding
under this facility was approximately 2.90% and the outstanding balance was approximately s225.3 million.

Affiliates of the underwriters participating in this offering are lenders under our revolving credit facility
and will receive a portion of the proceeds of this offering through the repayment by us of the indebtedness
outstanding under this facility with such proceeds. Please read “Underwriting.”



CAPITALIZATION

The following table sets forth our capitalization as of March 31, 2008:
on a historical basis; and

as adjusted to give effect to the sale (at par) of the notes offered by us pursuant to this prospectus
supplement and the ultimate application of the net proceeds therefrom in the manner described
under “Use of Proceeds.”

We will receive net proceeds from this offering of approximately $247.9 million, after deducting the
underwriting discounts and estimated offering expenses payable by us.

This table should be read together with our historical financial statements and the accompanying notes
incorporated by reference into this prospectus supplement and the accompanying prospectus. Please read
“Use of Proceeds.”

As of March 31, 2008

As adjusted
for this
Historical offering

(in thousands)

Cash and cash equivalents ......... .. . s — $§ 50,855
Debt:
Revolving credit facility(a) ........... ... .. $ 197,000 $ —
6.45% senior notes due 2014(b) ......... 249,645 249,645
5.65% senior notes due 2016(C) ... 256,615 256,615
6.40% senior notes due 2037(d) ... i i 248,911 248,911
6.40% senior notes due 2018(€) . ... i — 249,980
Total debt .. ... $ 952,171  $1,005,151
Total partners’ capital . ... s 905,635 S 905,035
Total capitalization ........... ... 51,857,806  $1,910,786

(a) A total of approximately $225.3 million of debt was outstanding under our revolving credit facility at
July 8, 2008.

(b)  Reflects approximately so.4 million of unamortized debt discount.

(c)  Retlects approximately so.2 million of unamortized debt discount and fair value adjustment of
approximately $6.9 million in connection with a qualifying hedge related to these notes.

(d)  Reflects $1.1 million of unamortized debt discount.

(e)  Retlects $0.02 million of unamortized debt discount.



DESCRIPTION OF NOTES

We will issue the notes under a senior indenture dated as of April 19, 2007, between us and U.S. Bank
National Association, as trustee, as supplemented by a second supplemental indenture. The second
supplemental indenture will set forth certain specific terms applicable to the notes, and references to the
“indenture” in this description mean the senior indenture as so supplemented. You can find the definitions of
various terms used in this description under “—Certain Definitions.” The terms of the notes include those set
forth in the indenture and those made a part of the indenture by reference to the Trust Indenture Act of 1939.

This description is intended to be an overview of the material provisions of the notes and the indenture.
This summary is not complete and is qualified in its entirety by reference to the indenture. You should
carefully read the summary below, the description of the general terms and provisions of our debt securities
set forth in the accompanying prospectus under “Description of Debt Securities” and the provisions of the
indenture that may be important to you before investing in the notes. This summary supplements, and to the
extent inconsistent therewith replaces, the description of the general terms and provisions of our debt
securities set forth in the accompanying prospectus. Capitalized terms defined in the accompanying
prospectus or in the indenture have the same meanings when used in this prospectus supplement unless
updated herein. In this description, all references to “we,” “us” or “our” are to Magellan Midstream Partners,
L.P. only, and not its subsidiaries, unless otherwise indicated.

The indenture does not limit the amount of debt securities that we may issue. Debt securities may be
issued under the indenture from time to time in separate series, each up to the aggregate amount from time to
time authorized for such series. The notes will be the second series of debt securities to be issued under the
indenture.

General

The Notes. We will issue notes initially in an aggregate principal amount of $250.0 million. The notes
will be in denominations of s1,000 and integral multiples of $1,000. The notes:

+  will be our general unsecured, senior obligations;

«  will constitute a new series of debt securities issued under the indenture, and such series will be
initially limited to an aggregate principal amount of s$250.0 million;

+  will mature on July 15, 2018;
+  will not be entitled to the benefit of any sinking fund; and

+  initially will be issued only in book-entry form represented by one or more global notes registered in
the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), or such other name
as may be requested by an authorized representative of DTC, and deposited with the trustee as
custodian for DTC.

Interest. Interest on the notes will:

+ accrue at the rate of 6.400% per annum;

+ accrue from July 14, 2008 or the most recent interest payment date;

+  be payable in cash semi-annually in arrears on January 15 and July 15 of each year, commencing on
January 15, 2009;

+  be payable to holders of record on January 1 and July 1 immediately preceding the related interest
payment dates;

*  be computed on the basis of a 360-day year consisting of twelve 30-day months; and
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+  be payable on overdue interest to the extent permitted by law at the same rate as interest is payable
on principal.

If any interest payment date, stated maturity date or redemption date falls on a day that is not a
business day, the payment will be made on the next business day and no interest will accrue for the
period from and after such interest payment date, stated maturity date or redemption date.

Payment and Transfer. Initially, the notes will be issued only in global form. Beneficial interests in notes
in global form will be shown on, and transfers of interests in notes in global form will be made only through,
records maintained by DTC and its participants. Notes in definitive form, if any, may be presented for
registration of transfer or exchange at the office or agency maintained by us for such purpose. Initially, this
will be the corporate trust office of the trustee located at 100 Wall Street, Suite 1600, New York, New York
10005.

Payment of principal of, premium, if any, and interest on notes in global form registered in the name of
DTC’s nominee will be made in immediately available funds to DTC’s nominee, as the registered holder of
such global notes. If any of the notes are no longer represented by a global note, payments of interest on notes
in definitive form may, at our option, be made at the corporate trust office or agency of the trustee indicated
above or by check mailed directly to holders at their respective registered addresses or by wire transfer to an
account designated by a holder of at least $1,000,000 of notes. All funds that we provide to the trustee or a
paying agent for the payment of principal and any premium or interest on any note that remain unclaimed at
the end of two years will (subject to applicable abandoned property laws) be repaid to us, and the holder of
such note must thereafter look only to us for payment as a general creditor.

No service charge will be imposed for any registration of transfer or exchange of notes, but we or the
trustee may require payment of a sum sufficient to cover any tax or other governmental charge payable upon
transfer or exchange of notes. We are not required to register the transfer of or to exchange any note (1) selected
or called for redemption or (2) during a period of 15 days before mailing notice of any redemption of notes.

The registered holder of a note will be treated as its owner for all purposes, and all references in this
description to “holders” mean holders of record, unless otherwise indicated.

Replacement of Securities. We will replace any mutilated, destroyed, lost or stolen notes at the expense
of the holder upon surrender of the mutilated notes to the trustee or evidence of destruction, loss or theft of a
note satisfactory to us and the trustee. In the case of a destroyed, lost or stolen note, we may require an
indemnity satisfactory to the trustee and to us before a replacement note will be issued.

Additional Issuances

We may from time to time, without notice or the consent of the holders of the notes, create and issue
additional notes of the series ranking equally and ratably with the original notes in all respects (except for the
public offering price, issue date and the payment of interest accruing prior to the date such additional notes
are initially issued under the indenture), so that such additional notes form a single series with the original
notes and have the same terms as to status, redemption or otherwise as the original notes.

Optional Redemption

The notes will be redeemable, at our option, at any time in whole, or from time to time in part, at a price
equal to the greater of:

+ 100% of the principal amount of the notes to be redeemed; and
+ the sum of the present values of the remaining scheduled payments of principal and interest on the

notes to be redeemed (exclusive of interest accrued to the date of redemption) discounted to the date
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of redemption on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months)
at the Treasury Rate (as defined below) plus 40 basis points;

plus, in either case, accrued interest to the date of redemption. The actual redemption price, calculated as
provided in this description, will be calculated and certified to the trustee and us by the Independent
Investment Banker (as defined below).

Notes called for redemption become due on the date fixed for redemption. Notices of redemption will be
mailed at least 30 but not more than 6o days before the redemption date to each holder of the notes to be
redeemed at its registered address. The notice of redemption for the notes will state, among other things, the
amount of notes to be redeemed, if less than all of the outstanding notes are to be redeemed, the redemption
date, the redemption price (or the method of calculating it) and each place that payment will be made upon
presentation and surrender of notes to be redeemed. Unless we default in payment of the redemption price,
interest will cease to accrue on any notes that have been called for redemption on the redemption date. If less
than all the notes are redeemed at any time, the trustee will select the notes (or any portion of notes in
integral multiples of s1,000) to be redeemed on a pro rata basis or by any other method the trustee deems fair
and appropriate, but beneficial interests in notes in global form will be selected for redemption in accordance
with DTC'’s customary practices.

For purposes of determining the optional redemption price, the following definitions are applicable:

“Comparable Treasury Issue” means the U.S. Treasury security or securities selected by the Independent
Investment Banker as having an actual or interpolated maturity comparable to the remaining term of the
notes to be redeemed that would be utilized, at the time of selection and in accordance with customary
financial practice, in pricing new issues of corporate debt securities of a comparable maturity to the
remaining term of the notes to be redeemed.

“Comparable Treasury Price” means, for any redemption date, (1) the average of four Reference
Treasury Dealer Quotations for such redemption date, after excluding the highest and lowest such Reference
Treasury Dealer Quotations, or (2) if the Independent Investment Banker obtains fewer than four such
Reference Treasury Dealer Quotations, the average of all such quotations.

“Independent Investment Banker” means Wachovia Capital Markets, LLC or Banc of America Securities
LLC, or any of their respective successor firms, or if such firm is unwilling or unable to select the Comparable
Treasury Issue, an independent investment banking institution of national standing appointed by the trustee
after consultation with us.

“Reference Treasury Dealer” means each of Wachovia Capital Markets, LLC and Banc of America Securities
LLC, plus two other primary U.S. government securities dealers (in each case, or its affiliates and successors)
selected by the trustee, provided that if any of the Reference Treasury Dealers resigns, its successor dealer shall
be a primary U.S. government securities dealer selected by the trustee.

“Reference Treasury Dealer Quotations” means, for each Reference Treasury Dealer and any redemption
date, the average, as determined by the trustee, of the bid and asked prices for the Comparable Treasury Issue
(expressed in each case as a percentage of its principal amount) quoted in writing to the trustee by such
Reference Treasury Dealer at 3:30 p.m., New York City time, on the third business day preceding such
redemption date.

“Treasury Rate” means, with respect to any redemption date, (1) the yield, under the heading which
represents the average for the immediately preceding week, appearing in the most recently published
statistical release designated “H.15(519)” or any successor publication which is published weekly by the Board
of Governors of the Federal Reserve System and which establishes yields on actively traded United States
Treasury securities adjusted to constant maturity under the caption “Treasury Constant Maturities,” for the
maturity corresponding to the Comparable Treasury Issue (if no maturity is within three months before or
after the remaining term of the notes to be redeemed, yields for the two published maturities most closely
corresponding to the Comparable Treasury Issue shall be determined and the Treasury Rate shall be
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interpolated or extrapolated from such yields on a straight line basis, rounding to the nearest month) or (2) if
such release (or any successor release) is not published during the week in which the calculation date falls (or
in the immediately preceding week if the calculation date falls on any day prior to the usual publication date
for such release) or does not contain such yields, the rate per year equal to the semi-annual equivalent yield to
maturity of the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such
redemption date. The Treasury Rate shall be calculated on the third business day preceding the redemption
date. Any weekly average yields calculated by interpolation or extrapolation will be rounded to the nearest
1/100th of 1%, with any figure of 1/200th of 1% or above being rounded upward.

Except as set forth above, the notes will not be redeemable by us prior to maturity, will not be entitled
to the benefit of any sinking fund and will not be subject to repurchase by us at the option of the holders.

Ranking

The notes will be unsecured, unless we are required to secure them as described below under “—Certain
Covenants—Limitations on Liens.” The notes will also be our unsubordinated obligations and will rank
equally in contractual right of payment with all of our other existing and future unsubordinated indebtedness.

We currently conduct substantially all our operations through our Subsidiaries, and our Subsidiaries
generate substantially all our operating income and cash flow. As a result, we depend on distributions or
advances from our Subsidiaries for funds to meet our debt service obligations. Contractual provisions or laws,
as well as our Subsidiaries’ financial condition and operating requirements, may limit our ability to obtain
from our Subsidiaries cash that we require to pay our debt service obligations, including payments on the
notes. The notes will be structurally subordinated to all obligations of our Subsidiaries, including claims of
trade payables, except for any Subsidiary Guarantees as described below under “—Potential Guarantee of
Notes by Subsidiaries.” This means that you, as a holder of the notes, will have a junior position to the claims
of creditors of such Subsidiaries on their assets and earnings. The notes will also be effectively subordinated
to any secured debt we may incur, to the extent of the value of the assets securing that debt. The indenture
does not limit the amount of debt we or our Subsidiaries may incur.

As of March 31, 2008, we had an aggregate of approximately s947.0 million of total debt outstanding,
excluding discounts and fair value adjustments, all of which would rank equally in right of payment with the
notes. Of such total debt, s197.0 million was borrowings outstanding under our revolving credit facility, all of
which will be repaid from the proceeds of this offering. As of March 31, 2008, our Subsidiaries had no debt
for borrowed money owing to any unaffiliated third parties.

Potential Guarantee of Notes by Subsidiaries

Initially, the notes will not be guaranteed by any of our Subsidiaries. In the future, however, if any of
our Subsidiaries become guarantors or co-obligors of our Funded Debt, then those Subsidiaries will jointly
and severally, fully and unconditionally, guarantee our payment obligations under the notes. We refer to any
such Subsidiaries as “Subsidiary Guarantors” and sometimes to such guarantees as “Subsidiary Guarantees.”
Each Subsidiary Guarantor will execute a supplement to the indenture and a notation of a guarantee as
further evidence of its guarantee.

The obligations of each Subsidiary Guarantor under its guarantee of the notes will be limited to the
maximum amount that will not result in the obligations of the Subsidiary Guarantor under the guarantee
constituting a fraudulent conveyance or fraudulent transfer under federal or state law, after giving effect to:

+  all other contingent and fixed liabilities of the Subsidiary Guarantor; and

+ any collections from or payments made by or on behalf of any other Subsidiary Guarantor in respect
of the obligations of such other Subsidiary Guarantor under its guarantee.

S-15



Addition and Release of Subsidiary Guarantors

The guarantee of any Subsidiary Guarantor may be released under certain circumstances. If we exercise
our legal or covenant defeasance option with respect to the notes as described below under “—Defeasance” or
discharge our obligations under the indenture with respect to the notes as described below under
“—Satisfaction and Discharge,” then any Subsidiary Guarantee will be released. Further, if no Default has
occurred and is continuing under the indenture, a Subsidiary Guarantor will be unconditionally released and
discharged from its guarantee:

+ automatically upon any sale, exchange or transfer, whether by way of merger or otherwise, to any
person that is not our affiliate, of all of our direct or indirect limited partnership, limited liability
company or other equity interests in the Subsidiary Guarantor;

+ automatically upon the merger of the Subsidiary Guarantor into us or any other Subsidiary
Guarantor or the liquidation or dissolution of the Subsidiary Guarantor; or

+ upon delivery of a written notice by us to the trustee of the release of all guarantees by the
Subsidiary Guarantor of any Funded Debt of ours, except the debt securities outstanding under the
indenture.

If at any time following any release of a Subsidiary Guarantor from its initial guarantee of the notes
pursuant to the third bullet point in the preceding paragraph, the Subsidiary Guarantor again guarantees any
of our Funded Debt (other than our obligations under the indenture), then we will cause the Subsidiary
Guarantor to again guarantee the notes in accordance with the indenture.

Certain Covenants

The following is a description of certain covenants of the indenture that limit our ability and the ability
of our Subsidiaries to take certain actions.

Limitations on Liens. We will not, nor will we permit any Subsidiary to, create, assume, incur or suffer to
exist any Lien upon any Principal Property or upon any capital stock of any Restricted Subsidiary, whether
owned or leased on the date of the indenture or thereafter acquired, to secure any Debt of ours or any other
Person (other than debt securities issued under the indenture), without in any such case making effective
provision whereby all of the notes and other debt securities then outstanding under the indenture are secured
equally and ratably with, or prior to, such Debt so long as such Debt is so secured. This restriction does not
apply to or prevent the creation or existence of:

+ any Lien on any property or assets owned by us or any Restricted Subsidiary in existence on the
Issue Date or created pursuant to an “after acquired property” clause or similar term in existence on
the Issue Date in any mortgage, pledge agreement, security agreement or other similar instrument
applicable to us or any Restricted Subsidiary and in existence on the Issue Date;

+ any Lien on any property or assets created at the time of acquisition of such property or assets by us
or any Restricted Subsidiary or within one year after such time to secure all or a portion of the
purchase price for such property or assets or Debt incurred to finance such purchase price, whether
such Debt was incurred prior to, at the time of or within one year of such acquisition;

+ any Lien on any property or assets existing thereon at the time of the acquisition thereof by us or
any Restricted Subsidiary (whether or not the obligations secured thereby are assumed by us or any
Restricted Subsidiary), provided that such Lien only encumbers the property or assets so acquired;

+ any Lien on any property or assets of a Person existing thereon at the time such Person becomes a
Restricted Subsidiary by acquisition, merger or otherwise, provided that such Lien is not incurred in
anticipation of such Person becoming a Restricted Subsidiary;

+ any Lien on any property or assets to secure all or part of the cost of construction, development,
repair or improvements thereon or to secure Debt incurred prior to, at the time of, or within one
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year after completion of such construction, development, repair or improvements or the
commencement of full operations thereof (whichever is later), to provide funds for any such
purpose;

+ any Lien in favor of us or any Restricted Subsidiary;

+ any Lien created or assumed by us or any Restricted Subsidiary in connection with the issuance of
Debt the interest on which is excludable from gross income of the holder of such Debt pursuant to
the Internal Revenue Code of 1986, as amended, or any successor statute, for the purpose of
financing, in whole or in part, the acquisition or construction of property or assets to be used by us
or any Subsidiary;

+  Permitted Liens;

+ any Lien on any additions, improvements, replacements, repairs, fixtures, appurtenances or
component parts thereof attaching to or required to be attached to property or assets pursuant to the
terms of any mortgage, pledge agreement, security agreement or other similar instrument, creating a
Lien upon such property or assets permitted by the first eight bullet points, inclusive, above; or

+ any extension, renewal, refinancing, refunding or replacement (or successive extensions, renewals,
refinancing, refundings or replacements) of any Lien, in whole or in part, that is referred to in the
first nine bullet points, inclusive, above, or of any Debt secured thereby; provided, however, that the
principal amount of Debt secured thereby shall not exceed the greater of (A) the principal amount of
Debt so secured at the time of such extension, renewal, refinancing, refunding or replacement (plus
the aggregate amount of premiums, other payments, costs and expenses required to be paid or
incurred in connection with such extension, renewal, refinancing, refunding or replacement) and
(B) the maximum committed principal amount of Debt so secured at such time; provided further,
however, that such extension, renewal, refinancing, refunding or replacement shall be limited to all
or a part of the property or assets (including improvements, alterations and repairs on such property
or assets) subject to the Lien so extended, renewed, refinanced, refunded or replaced (plus
improvements, alterations and repairs on such property or assets).

Notwithstanding the preceding, under the indenture, we may, and may permit any Subsidiary to, create,
assume, incur or suffer to exist any Lien upon any Principal Property or capital stock of a Restricted
Subsidiary to secure our Debt or the Debt of any other Person (other than debt securities issued under the
indenture) that is not excepted by bullet points one through ten, inclusive, above without securing the notes
and other debt securities issued under the indenture, provided that the aggregate principal amount of all Debt
then outstanding secured by such Lien and all other Liens not excepted by bullet points one through ten,
inclusive, above, together with all net sale proceeds from Sale-Leaseback Transactions (excluding Sale-
Leaseback Transactions permitted by bullet points one through four, inclusive, of the first paragraph of the
restriction on sale-leasebacks covenant described below), does not exceed at any one time 15% of
Consolidated Net Tangible Assets.

Restriction on Sale-Leasebacks. We will not, and will not permit any Restricted Subsidiary to, engage in
a Sale-Leaseback Transaction, unless:

+ the Sale-Leaseback Transaction occurs within one year from the date of acquisition of the Principal
Property subject thereto or the date of the completion of construction or commencement of full
operations on such Principal Property, whichever is later;

+ the Sale-Leaseback Transaction involves a lease for a period, including renewals, of not more than
three years;

+  we or such Restricted Subsidiary would be entitled under the limitations on liens covenant
described above to incur Debt secured by a Lien on the Principal Property subject to the Sale-
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Leaseback Transaction in a principal amount equal to or exceeding the net sale proceeds from such
Sale-Leaseback Transaction without equally and ratably securing the debt securities issued under the
indenture; or

+we or such Restricted Subsidiary, within a one-year period after such Sale-Leaseback Transaction,
applies or causes to be applied an amount not less than the net sale proceeds from such Sale-
Leaseback Transaction to (A) the prepayment, repayment, redemption or retirement of any
unsubordinated Funded Debt of us or any Funded Debt of a Subsidiary of ours, or (B) investment in
another Principal Property.

Notwithstanding the preceding, we may, and may permit any Restricted Subsidiary to, effect any Sale-
Leaseback Transaction that is not excepted by bullet points one through four, inclusive, of the above
paragraph, provided that the net sale proceeds from such Sale-Leaseback Transaction, together with the
aggregate principal amount of then outstanding Debt (other than debt securities issued under the indenture)
secured by Liens upon Principal Properties not excepted by bullet points one through ten, inclusive, of the
first paragraph of the limitations on liens covenant described above do not exceed at any one time 15% of
Consolidated Net Tangible Assets.

Limitation on Amending Partnership Agreement. Except in limited circumstances, we may not amend
certain provisions of our partnership agreement, in a manner that is materially adverse to the interests of the
holders of the notes, that require us to maintain our separate existence, resolve any conflicts of interest with
our general partner and its affiliates in a manner that is fair and reasonable to us, or take certain actions
related to our bankruptcy or liquidation without the approval of the conflicts committee of our general
partner.

Reports. So long as any notes are outstanding, we will be required to comply with the covenant under
the caption “Description of Debt Securities—Covenants—Reports” of the accompanying prospectus. We are
also required to furnish to the trustee annually a statement as to our compliance with all covenants under the
indenture.

Merger, Amalgamation, Consolidation and Sale of Assets

We will not merge, amalgamate or consolidate with or into any other Person or sell, convey, transfer,
lease or otherwise dispose of all or substantially all of our assets to any Person, whether in a single transaction
or series of related transactions, except in accordance with the provisions of our partnership agreement, and
unless:

+  we are the surviving Person in the case of a merger, or the surviving or transferee Person if other
than us:

+ is a partnership, limited liability company or corporation organized under the laws of the United
States, a state thereof or the District of Columbia; and

+  expressly assumes by supplemental indenture satisfactory to the trustee all of our obligations
under the indenture and the debt securities issued under the indenture;

- immediately after giving effect to the transaction or series of transactions, no Default or Event of
Default has occurred or is continuing;

+  if we are not the surviving Person, then each Subsidiary Guarantor, unless it is the Person with
which we have consummated a transaction under this provision, has confirmed that its guarantee of
the notes will continue to apply to the obligations under the notes and the indenture; and

+  we have delivered to the trustee an officers’ certificate and opinion of counsel, each stating that the
merger, amalgamation, consolidation, sale, conveyance, transfer, lease or other disposition, and if a
supplemental indenture is required, the supplemental indenture, comply with the conditions set
forth above and any other applicable provisions of the indenture.
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Thereafter, if we are not the surviving Person, the surviving or transferee Person will be substituted for
us under the indenture. If we sell or otherwise dispose of (except by lease) all or substantially all of our assets
and the above stated requirements are satisfied, we will be released from all of our liabilities and obligations
under the indenture and the notes. If we lease all or substantially all of our assets, we will not be so released
from our obligations under the indenture and the notes.

Events of Default

Events of Default. In addition to the “Events of Default” described under the caption “Description of Debt
Securities—Events of Default, Remedies and Notice—Events of Default” on pages 9 through 11 of the
accompanying prospectus, “Events of Default” under the indenture with respect to the notes will also include:

+ default by us or any of our Subsidiaries in the payment at the stated maturity, after the expiration of
any applicable grace period, of principal of, premium, if any, or interest on any Debt then
outstanding having a principal amount in excess of $50.0 million or acceleration of any Debt having
a principal amount in excess of such amount so that it becomes due and payable prior to its stated
maturity and such acceleration is not rescinded within 30 days after notice;

+ afinal judgment or order for the payment of money in excess of s50.0 million (net of applicable
insurance coverage) having been rendered against us or any Subsidiary and such judgment or order
shall continue unsatisfied and unstayed for a period of 30 days; and

+  except in limited circumstances, the amendment by our general partner of certain provisions of its
limited liability company agreement, in a manner that is materially adverse to the interests of the
holders of the notes, that require it to maintain its and our separate existence, or take certain actions
related to its and our bankruptcy or liquidation without the approval of the conflicts committee of
our general partner.

Exercise of Remedies. If an Event of Default, other than an Event of Default described in the fifth bullet
point under the caption “Description of Debt Securities—Events of Default, Remedies and Notice—Events of
Default” on pages 9 through 11 of the accompanying prospectus, occurs and is continuing, the trustee or the
holders of at least 25% in principal amount of the outstanding notes may declare the entire principal of,
premium, if any, and accrued and unpaid interest, if any, on all the notes to be due and payable immediately.
If an Event of Default described in such fifth bullet point occurs and is continuing, the principal of, premium,
if any, and accrued and unpaid interest on all debt securities outstanding under the indenture, including the
notes, will become immediately due and payable without any declaration of acceleration or other act on the
part of the trustee or any holders.

The holders of a majority in principal amount of the outstanding notes may rescind any declaration of
acceleration by the trustee or the holders, but only if:

+  rescinding the declaration of acceleration would not conflict with any judgment or decree of a court
of competent jurisdiction; and

+  all existing Events of Default with respect to the notes have been cured or waived, other than the
nonpayment of principal, premium or interest on the notes that have become due solely by the
declaration of acceleration.

The trustee will not be obligated, except as otherwise provided in the indenture, to exercise any of the
rights or powers under the indenture at the request or direction of any of the holders of notes, unless such
holders have offered to the trustee reasonable indemnity or security against any costs, liability or expense that
may be incurred in exercising such rights or powers. No holder of notes may pursue any remedy with respect
to the indenture or the notes, unless:

+ such holder has previously given the trustee notice that an Event of Default with respect to the notes
is continuing;
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+  holders of at least 25% in principal amount of the outstanding notes have requested that the trustee
pursue the remedy;

+ such holders have offered the trustee reasonable indemnity or security against any cost, liability or
expense to be incurred in pursuit of the remedy;

+  the trustee has not complied with such request within 6o days after the receipt of the request and
the offer of indemnity or security; and

+ the holders of a majority in principal amount of the outstanding notes have not given the trustee a

direction that is inconsistent with such request within such 6o-day period.

This provision does not, however, affect the right of a holder of a note to sue for enforcement of any
overdue payment. The holders of a majority in principal amount of the notes have the right, subject to certain
restrictions, to direct the time, method and place of conducting any proceeding for any remedy available to
the trustee or of exercising any right or power conferred on the trustee with respect to the notes. The trustee,
however, may refuse to follow any direction that:

«  conflicts with law;
+ is inconsistent with any provision of the indenture;

* the trustee determines is unduly prejudicial to the rights of any holder of notes not taking part in
such direction; or

+ would involve the trustee in personal liability.

Notice of Default. Within 30 days after the occurrence of any Default or Event of Default, we are
required to give written notice to the trustee and indicate the status of the Default or Event of Default and
what action we are taking or propose to take to cure it, as further described under the caption “Description of

Debt Securities—Events of Default, Remedies and Notice—Notice of Event of Default” on page 11 of the
accompanying prospectus.

Defeasance

At any time, we may terminate all our obligations under the indenture as they relate to the notes, which
we call a “legal defeasance.” If we decide to make a legal defeasance, however, we may not terminate our
obligations:

+ relating to the defeasance trust;

*  to register the transfer or exchange of the notes;

+  toreplace mutilated, destroyed, lost or stolen notes; or

+  to maintain a registrar and paying agent in respect of the notes.

If we exercise our legal defeasance option, any subsidiary guarantee will terminate with respect to the
notes.

At any time we may also effect a “covenant defeasance,” which means we have elected to terminate our
obligations under:

+ some of the covenants applicable to the notes, including those described above under “—Certain
Covenants—Limitations on Liens” and “—Certain Covenants—Restriction on Sale-Leasebacks;”

+ the guarantee provisions and the bankruptcy provisions with respect to a Subsidiary Guarantor
described in the accompanying prospectus under “Description of Debt Securities—Events of Default,
Remedies and Notice—Events of Default;” and
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+  the cross acceleration and the judgment default provisions and the provisions relating to certain
amendments by our general partner described under “—Events of Default—Events of Default”
above.

We may exercise our legal defeasance option notwithstanding our prior exercise of our covenant
defeasance option. If we exercise our legal defeasance option, payment of the defeased notes may not be
accelerated because of an Event of Default. If we exercise our covenant defeasance option, payment of the
notes may not be accelerated because of an Event of Default specified in the fourth, fifth (with respect only to
a Subsidiary Guarantor (if any)) or sixth bullet points under “Description of Debt Securities—Events of
Default, Remedies and Notice—Events of Default” in the accompanying prospectus or because of a default
under any of the three bullet points under “—Events of Default—Events of Default” above.

In order to exercise either defeasance option, we must:

+  irrevocably deposit in trust with the trustee money or certain U.S. government obligations for the
payment of principal, premium, if any, and interest on the notes to redemption or stated maturity,
as the case may be;

+  comply with certain other conditions, including that no Default has occurred and is continuing after
the deposit in trust; and

+ deliver to the trustee an opinion of counsel to the effect that holders of the notes will not recognize
income, gain or loss for federal income tax purposes as a result of such defeasance and will be
subject to federal income tax on the same amounts and in the same manner and at the same times
as would have been the case if such deposit and defeasance had not occurred. In the case of legal
defeasance only, such opinion of counsel must be based on a ruling of the Internal Revenue Service
or other change in applicable federal income tax law.

Satisfaction and Discharge

We may discharge all our obligations under the indenture with respect to the notes, other than our
obligation to register the transfer of and exchange notes, provided that we either:

* deliver all outstanding notes to the trustee for cancellation; or

+  all such notes not so delivered for cancellation have either become due and payable or will become
due and payable at their stated maturity within one year or are to be called for redemption within
one year, and in the case of this bullet point we have deposited with the trustee in trust an amount
of cash or certain U.S. government obligations sufficient to pay the entire indebtedness of such
notes, including interest to the stated maturity or applicable redemption date.

Amendment and Waiver

We may amend the indenture or the holders of the notes may waive our compliance with certain
covenants or past defaults under the indenture, as further described under the caption “Description of Debt
Securities—Amendments and Waivers” of the accompanying prospectus.

Book-Entry System; Depository Procedures

Initially, the notes will be represented by one or more notes in registered, global form without interest
coupons (collectively, the “Global Note”). The Global Note will be deposited upon issuance with the trustee as
custodian for DTC, and registered in the name of a nominee of DTC, as further described under the caption
“Description of Debt Securities—Book Entry, Delivery and Form” of the accompanying prospectus.
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Regarding the Trustee

The indenture limits the right of the trustee, if it becomes our creditor, to obtain payment of claims in
certain cases, or to realize for its own account on certain property received in respect of any such claim as
security or otherwise. The trustee is permitted to engage in certain other transactions. However, if it acquires
any conflicting interest after a Default has occurred under the indenture and is continuing, it must eliminate
the contflict within go days, apply to the SEC for permission to continue or resign as trustee.

If an Event of Default occurs and is not cured or waived, the trustee is required to exercise such of the
rights and powers vested in it by the indenture, and use the same degree of care and skill in its exercise, as a
prudent man would exercise or use under the circumstances in the conduct of his own affairs. Subject to such
provisions, the trustee will be under no obligation to exercise any of its rights or powers under the indenture
at the request of any of the holders of notes unless they have offered to the trustee reasonable security or
indemnity against the costs and liabilities that it may incur.

U.S. Bank National Association, as the trustee under the indenture, may be a depositary for funds of,
may make loans to and may perform other routine banking services for us and our affiliates in the normal
course of business.

Governing Law

The indenture, any Subsidiary Guarantees and the notes are governed by New York law.

Certain Definitions

“Consolidated Net Tangible Assets” means, at any date of determination, the total amount of assets after
deducting therefrom:

+ all current liabilities (excluding (A) any current liabilities that by their terms are extendible or
renewable at the option of the obligor thereon to a time more than 12 months after the time as of
which the amount thereof is being computed, and (B) current maturities of long-term debt); and

+  the amount (net of any applicable reserves) of all goodwill, trade names, trademarks, patents and
other like intangible assets,

all as set forth on the consolidated balance sheet of us and our consolidated subsidiaries for our most recently
completed fiscal quarter, prepared in accordance with generally accepted accounting principles in the United
States, as in effect from time to time.

“Debt” means any obligation created or assumed by any Person for the repayment of money borrowed,
any purchase money obligation created or assumed by such Person and any guarantee of the foregoing.

“Default” means any event, act or condition that is, or after notice or the passage of time or both would
be, an Event of Default.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any successor statute.

“Funded Debt” means all Debt maturing one year or more from the date of the creation thereof, all Debt
directly or indirectly renewable or extendible, at the option of the debtor, by its terms or by the terms of any
instrument or agreement relating thereto, to a date one year or more from the date of the creation thereof, and
all Debt under a revolving credit or similar agreement obligating the lender or lenders to extend credit over a
period of one year or more.

“Issue Date” means the date on which notes are initially issued under the indenture.
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“Lien” means, as to any Person, any mortgage, lien, pledge, security interest or other encumbrance in or
on, or adverse interest or title of any vendor, lessor, lender or other secured party to or of the Person under
conditional sale or other title retention agreement or capital lease with respect to, any property or asset of the

Person.

“Permitted Liens” means:

Liens upon rights-of-way for pipeline purposes;

any statutory or governmental Lien, mechanics’, materialmen’s, carriers’ or similar Lien incurred in
the ordinary course of business which is not yet due or which is being contested in good faith by
appropriate proceedings and any undetermined Lien which is incidental to construction;

the right reserved to, or vested in, any municipality or public authority by the terms of any right,
power, franchise, grant, license, permit or by any provision of law, to purchase or recapture or to
designate a purchaser of, any property or assets;

Liens for taxes and assessments which are (A) for the then current year, (B) not at the time
delinquent, or (C) delinquent but the validity of which is being contested at the time by us or any
Restricted Subsidiary in good faith;

Liens arising under, or to secure performance of, leases, other than capital leases;

any Lien upon, or deposits of, any assets in favor of any surety company or clerk of court for the
purpose of obtaining indemnity or stay of judicial proceedings;

any Lien upon property or assets acquired or sold by us or any Restricted Subsidiary resulting from
the exercise of any rights arising out of defaults on receivables;

any Lien incurred in the ordinary course of business in connection with workmen’s compensation,
unemployment insurance, temporary disability, social security, retiree health or similar laws or
regulations or to secure obligations imposed by statute or governmental regulations;

any Lien in favor of the United States of America or any state thereof, or any other country, or any
political subdivision of any of the foregoing, to secure partial, progress, advance or other payments
pursuant to any contract or statute, or any Lien securing industrial development, pollution control
or similar revenue bonds; or

any easements, exceptions or reservations in any property or assets of us or any Restricted
Subsidiary granted or reserved for the purpose of pipelines, roads, the removal of oil, gas, coal or
other minerals, and other like purposes, or for the joint or common use of real property, facilities
and equipment, which are incidental to, and do not materially interfere with, the ordinary conduct
of our or its business or the business of ourself and our Subsidiaries, taken as a whole.

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

“Principal Property” means any pipeline, terminal or terminal facility property or asset owned or leased
by us or any Subsidiary, including any related property or asset employed in the transportation (including
vehicles that generate transportation revenues), distribution, terminalling, gathering, treating, processing,
marketing or storage of crude oil or refined petroleum products, natural gas, natural gas liquids, fuel
additives, petrochemicals or ammonia, except, in the case of:

any property or asset consisting of inventories, furniture, office fixtures and equipment (including
data processing equipment), vehicles and equipment used on, or useful with, vehicles (but excluding
vehicles that generate transportation revenues as provided above), and
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+ any such property or asset, plant or terminal which, in the opinion of the board of directors of our
general partner, is not material in relation to the activities of us and our Subsidiaries, taken as a
whole.

“Restricted Subsidiary” means any of our Subsidiaries that owns or leases, directly or indirectly through
the ownership of or an ownership interest in another Subsidiary, any Principal Property.

“Sale-Leaseback Transaction” means the sale or transfer by us or any Restricted Subsidiary of any
Principal Property to a Person (other than us or a Restricted Subsidiary) and the taking back by us or any
Restricted Subsidiary, as the case may be, of a lease of such Principal Property.

“Securities Act” means the Securities Act of 1933, as amended, and any successor statute.
“Subsidiary” means, with respect to any Person,

+ any other Person of which more than 50% of the total voting power of capital interests (without
regard to any contingency to vote in the election of directors, managers, trustees, or equivalent
persons), at the time of such determination, is owned or controlled, directly or indirectly, by such
Person or one or more of the Subsidiaries of such Person;

+ in the case of a partnership, any Person of which more than 50% of the partners’ capital interests
(considering all partners’ capital interests as a single class), at the time of such determination, is
owned or controlled, directly or indirectly, by such Person or one or more of the Subsidiaries of such
Person; or

+ any other Person in which such Person or one or more of the Subsidiaries of such Person have the
power to control, by contract or otherwise, the board of directors, managers, trustees or equivalent
governing body of, or otherwise control, such other Person.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes certain U.S. federal income tax considerations, and in the case of a
non-U.S. holder (as defined below), certain U.S. federal estate tax considerations, that may be relevant to the
acquisition, ownership and disposition of the notes. This discussion is based upon the provisions of the
Internal Revenue Code of 1986, as amended (the “Code”), applicable Treasury Regulations promulgated
thereunder, judicial authority and administrative interpretations, as of the date of this document, all of which
are subject to change, possibly with retroactive effect, or are subject to different interpretations. We cannot
assure you that the Internal Revenue Service, or IRS, will not challenge one or more of the tax consequences
described in this discussion, and we have not obtained, nor do we intend to obtain, a ruling from the IRS or
an opinion of counsel with respect to the U.S. federal tax consequences of acquiring, holding or disposing of
the notes.

In this discussion, we do not purport to address all tax considerations that may be important to a
particular holder in light of the holder’s circumstances, or to certain categories of investors that may be
subject to special rules, such as financial institutions, insurance companies, regulated investment companies,
tax-exempt organizations, dealers in securities or currencies, U.S. holders whose functional currency is not the
U.S. dollar, U.S. expatriates, or persons who hold the notes as part of a hedge, conversion transaction, straddle
or other risk reduction transaction. This discussion is limited to holders who purchase the notes in this
offering for a price equal to the issue price of the notes (i.e., the first price at which a substantial amount of
the notes is sold other than to bond houses, brokers, or similar persons or organizations acting in the capacity
of underwriters, placement agents or wholesalers) and who hold the notes as capital assets (generally,
property held for investment). This discussion also does not address the tax considerations arising under the
laws of any foreign, state, local, or other jurisdiction.

Investors considering the purchase of notes are urged to consult their own tax advisors regarding
the application of the U.S. federal income tax laws to their particular situations and the applicability and
effect of state, local or foreign tax laws and tax treaties.

Tax Consequences to U.S. Holders

You are a “U.S. holder” for purposes of this discussion if you are a beneficial owner of a note and you
are for U.S. federal income tax purposes:

+ an individual who is a U.S. citizen or U.S. resident alien;

+ acorporation, or other entity taxable as a corporation for U.S. federal income tax purposes, that was
created or organized in or under the laws of the United States, any state thereof or the District of
Columbia;

*+ an estate whose income is subject to U.S. federal income taxation regardless of its source; or

+ atrustif a court within the United States is able to exercise primary supervision over the
administration of the trust and one or more United States persons have the authority to control all
substantial decisions of the trust, or that has a valid election in effect under applicable U.S. Treasury
Regulations to be treated as a United States person.

If a partnership (including an entity treated as a partnership for U.S. federal income tax purposes) holds
notes, the tax treatment of a partner of the partnership generally will depend upon the status of the partner
and the activities of the partnership. If you are a partner of a partnership acquiring the notes, you are urged to
consult your own tax advisor about the U.S. federal income tax consequences of acquiring, holding and
disposing of the notes.
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Interest on the Notes

You will generally be required to recognize as ordinary income any interest paid or accrued on the
notes, in accordance with your regular method of accounting for U.S. federal income tax purposes.

Disposition of the Notes

You will generally recognize capital gain or loss on the sale, redemption, exchange, retirement or other
taxable disposition of a note. This gain or loss will equal the difference between your adjusted tax basis in the
note and the proceeds you receive, excluding any proceeds attributable to accrued interest which will be
recognized as ordinary interest income to the extent you have not previously included the accrued interest in
income. The proceeds you receive will include the amount of any cash and the fair market value of any other
property received for the note. Your adjusted tax basis in the note will generally equal the amount you paid
for the note. The gain or loss will be long-term capital gain or loss if you held the note for more than one year
at the time of the sale, redemption, exchange, retirement or other taxable disposition. Long-term capital gains
of individuals, estates and trusts currently are taxed at a maximum rate of 15% (this rate is scheduled to
increase to 20% beginning January 1, 2011). The deductibility of capital losses may be subject to limitation.

Information Reporting and Backup Withholding

Information reporting will apply to payments of interest on, and the proceeds of the sale or other
disposition of, notes held by you, and backup withholding (currently at a rate of 28%, but this rate is
scheduled to increase to 31% beginning January 1, 2011) may apply to payments of interest and sales
proceeds unless you provide the appropriate intermediary with a taxpayer identification number, certified
under penalties of perjury, as well as certain other information or otherwise establish an exemption from
backup withholding. Any amount withheld under the backup withholding rules is allowable as a credit
against your U.S. federal income tax liability, if any, and a refund may be obtained if the amounts withheld
exceed your actual U.S. federal income tax liability and you timely provide the required information or
appropriate claim form to the IRS.

Tax Consequences to Non-U.S. Holders

You are a “non-U.S. holder” for purposes of this discussion if you are a beneficial owner of notes and for
U.S. federal income tax purposes you are not a U.S. holder or a partnership (including an entity treated as a
partnership for such purposes).

Interest on the Notes

Payments to you of interest on the notes generally will be exempt from withholding of U.S. federal
income tax under the “portfolio interest” exemption if the interest is not effectively connected with your
conduct of a U.S. trade or business, you properly certify as to your foreign status as described below, and:

+ you do not own, actually or constructively, 10% or more of our capital or profits interests;
+  you are not a “controlled foreign corporation” that is related to us (actually or constructively); and

+ you are not a bank whose receipt of interest on the notes is in connection with an extension of credit
made pursuant to a loan agreement entered into in the ordinary course of business.

The portfolio interest exemption and several of the special rules for non-U.S. holders described below
generally apply only if you appropriately certify as to your foreign status. You can generally meet this
certification requirement by providing a properly executed IRS Form W-8BEN or appropriate substitute form
to us, or our paying agent. If you hold the notes through a financial institution or other agent acting on your
behalf, you may be required to provide appropriate certifications to the agent. Your agent will then generally
be required to provide appropriate certifications to us or our paying agent, either directly or through other
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intermediaries. Special rules apply to foreign partnerships, estates and trusts, and in certain circumstances
certifications as to foreign status of partners, trust owners or beneficiaries may have to be provided to us or
our paying agent. In addition, special rules apply to qualified intermediaries that enter into withholding
agreements with the IRS.

If you cannot satisfy the requirements described above, payments of interest made to you will be subject
to U.S. federal withholding tax at a 30% rate, unless you provide us with a properly executed IRS Form
W-8BEN (or successor form) claiming an exemption from (or a reduction of) withholding under the benefit of
a tax treaty, or the payments of interest are effectively connected with your conduct of a trade or business in
the United States and you meet the certification requirements described below. Please read “—Tax
Consequences to Non-U.S. Holders—Income or Gain Effectively Connected With a U.S. Trade or Business.”

Disposition of Notes

You generally will not be subject to U.S. federal income tax on any gain realized on the sale,
redemption, exchange, retirement or other taxable disposition of a note unless:

+  the gain is effectively connected with the conduct by you of a U.S. trade or business (and, if required
by an income tax treaty, is treated as attributable to a permanent establishment in the United
States);

+ you are an individual who has been present in the United States for 183 days or more in the taxable
year of disposition and certain other requirements are met; or

+  you were a citizen or resident of the United States and are subject to special rules that apply to
certain expatriates.

Income or Gain Effectively Connected with a U.S. Trade or Business

The preceding discussion of the tax consequences of the purchase, ownership and disposition of notes
by you generally assumes that you are not engaged in a U.S. trade or business. If any interest on the notes or
gain from the sale, exchange or other taxable disposition of the notes is effectively connected with a U.S. trade
or business conducted by you, (and, if required by an income tax treaty, is treated as attributable to a
permanent establishment in the United States) then the income or gain will be subject to U.S. federal income
tax at regular graduated income tax rates, but will not be subject to withholding tax if certain certification
requirements are satisfied. You can generally meet the certification requirements by providing a properly
executed IRS Form W-8ECI or appropriate substitute form to us, or our paying agent. If you are a corporation,
that portion of your earnings and profits that is effectively connected with your U.S. trade or business also
may be subject to a “branch profits tax” at a 30% rate, although an applicable income tax treaty may provide
for a lower rate.

U.S. Federal Estate Tax

If you are an individual and are not a resident of the United States (as specially defined for U.S. federal
estate tax purposes) at the time of your death, the notes will not be included in your estate for U.S. federal
estate tax purposes unless, at the time of your death, interest on the notes does not qualify for the portfolio
interest exemption under the rules described above (without regard to the certification requirement).

Information Reporting and Backup Withholding

Payments to you of interest on a note, and amounts withheld from such payments, if any, generally will
be required to be reported to the IRS and to you.
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United States backup withholding tax generally will not apply to payments of interest and principal on
a note to a non-U.S. holder if the statement described in “Tax Consequences to Non-U.S. Holders—Interest on
the Notes” is duly provided by the holder or the holder otherwise establishes an exemption, provided that we
do not have actual knowledge or reason to know that the holder is a United States person.

Payment of the proceeds of a disposition of a note effected by the U.S. office of a U.S. or foreign broker
will be subject to information reporting requirements and backup withholding unless you properly certify
under penalties of perjury as to your foreign status and certain other conditions are met or you otherwise
establish an exemption. Information reporting requirements and backup withholding generally will not apply
to any payment of the proceeds of the disposition of a note effected outside the United States by a foreign
office of a broker. However, unless such a broker has documentary evidence in its records that you are a
non-U.S. holder and certain other conditions are met, or you otherwise establish an exemption, information
reporting will apply to a payment of the proceeds of the disposition of a note effected outside the United
States by such a broker if it:

+ is a United States person;

+  derives 50% or more of its gross income for certain periods from the conduct of a trade or business
in the United States;

*+ is a controlled foreign corporation for U.S. federal income tax purposes; or

*+ is a foreign partnership that, at any time during its taxable year, has more than 50% of its income or
capital interests owned by United States persons or is engaged in the conduct of a U.S. trade or
business.

Any amount withheld under the backup withholding rules may be credited against your U.S. federal
income tax liability and any excess may be refundable if the proper information is timely provided to the IRS.

The preceding discussion of material U.S. federal income and estate tax considerations is for general
information only and is not tax advice. We urge each prospective investor to consult its own tax advisor
regarding the particular federal, state, local and foreign tax consequences of purchasing, holding, and
disposing of our notes, including the consequences of any proposed change in applicable laws.
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UNDERWRITING

Wachovia Capital Markets, LLC and Banc of America Securities LLC are acting as representatives of the
underwriters named below. Subject to the terms and conditions of the underwriting agreement, we have
agreed to sell to each of the underwriters named below and each of the underwriters has severally and not
jointly agreed to purchase from us the following amount of notes:

Principal

Amount
Underwriters _of Notes
Wachovia Capital Markets, LLC . ... ... $ 75,000,000
Banc of America Securities LLC . ... ...ttt 75,000,000
SunTrust Robinson Humphrey, Inc. ... 25,000,000
Credit Suisse Securities (USA) LLC ... ... .. i e 15,000,000
Deutsche Bank Securities INC. . ... ..ottt e e 15,000,000
J.P. Morgan Securities Inc. ... ... .. 15,000,000
Raymond James & Associates, INC. . ...t 15,000,000
UBS Securities LLC . .. ... 15,000,000
Total .. $250,000,000

The underwriting agreement provides that, subject to certain conditions precedent, the underwriters are
obligated to purchase all of the notes if any are purchased.

The underwriters propose to offer the notes initially at the price to investors on the cover page of this
prospectus supplement and may offer the notes to certain dealers, who may include the underwriters, at that
price less a concession not in excess of 0.400% of the principal amount per note. The underwriters may allow,
and those dealers may reallow, a concession to certain other broker/dealers not in excess of 0.250% of the
principal amount per note. After the initial offering of the notes to the public, the underwriters may change
the public offering price and the concession.

The following table shows the underwriting discount (expressed as a percentage of the principal amount
of the notes) to be paid by us to the underwriters in connection with this offering.

Paid by Us

T NOTE o 0.650%

We estimate that our total expenses for this offering, excluding underwriting discounts and
commissions, will be approximately so.5 million.

We, our general partner and certain of our affiliates have agreed to indemnify the underwriters against
certain liabilities relating to the offering, including liabilities under the Securities Act of 1933, as amended,
and liabilities arising from breaches of the representations and warranties contained in the underwriting
agreement, or to contribute to payments that may be required to be made in respect to any of these liabilities.

In connection with this offering and in compliance with applicable law, the underwriters may engage in
over-allotment, stabilizing and syndicate covering transactions and penalty bids in accordance with
Regulation M under the Securities Exchange Act of 1934, as amended.

+  Over-allotment involves syndicate sales in excess of the offering size, which creates a syndicate short
position.

+  The underwriters may also effect transactions which stabilize, maintain or otherwise affect the
market price of the notes at levels above those which might otherwise prevail in the open market.
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+  Such transactions may include placing bids for the notes or effecting purchases of the notes for the
purpose of pegging, fixing or maintaining the price of the notes.

+  Syndicate covering transactions involve purchases of the notes in the open market after the
distribution has been completed in order to cover syndicate short positions.

+  Penalty bids permit the representatives of the underwriters to reclaim a selling concession from a
syndicate member when the notes sold by that syndicate member are purchased in a syndicate
covering transaction to cover syndicate short positions.

These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of
preventing or retarding a decline in the market price of the notes. They may also cause the price of the notes
to be higher than it would otherwise be in the absence of these transactions. These transactions may be
effected in the over-the-counter market or otherwise. The underwriters are not required to engage in any of
these activities and such activities, if commenced, may be discontinued at any time.

The notes are offered for sale only in those jurisdictions where it is legal to offer them.

There is no public market for the notes. The notes will not be listed on any securities exchange or
included in any automated quotation system. The underwriters have advised us that, following completion of
the offering of the notes, they intend to make a market in the notes, as permitted by applicable law. They are
not obligated, however, to make a market in the notes, and may discontinue any market-making activities at
any time without notice, in their sole discretion. If any of the underwriters ceases to act as a market-maker for
the notes for any reason, there can be no assurance that another firm or person will make a market in the
notes. Accordingly, we cannot assure you as to the development or liquidity of any market for these notes.

Neither we nor any of the underwriters makes any representation or prediction as to the direction or
magnitude of any effect that the transactions described above may have on the price of the notes. In addition,
neither we nor any of the underwriters makes any representation that the underwriters will engage in such
transactions or that such transactions, once commenced, will not be discontinued without notice.

Some of the underwriters and their affiliates have performed investment banking, commercial banking
and other advisory services for us and our affiliates in the ordinary course of business from time to time for
which they have received customary fees and expenses. The underwriters and their affiliates may, from time
to time in the future, engage in transactions with and perform such services for us and our affiliates in the
ordinary course of their business.

Affiliates of Wachovia Capital Markets, LLC, Banc of America Securities LLC and the other underwriters
are lenders under our revolving credit facility and will receive a portion of the proceeds of this offering
through the repayment by us of the indebtedness outstanding under this facility with such proceeds. Because
more than 10% of the net proceeds of this offering will be paid to affiliates of participating underwriters
through the repayment of the indebtedness outstanding under our credit facility, this offering is being
conducted in accordance with NASD Conduct Rule 2710(h) (which is part of the rules of the Financial
Industry Regulatory Authority).

Raymond James & Associates, Inc. (“Raymond James”) has entered into an agreement with Mitsubishi
UEFJ Securities (USA), Inc. (“MUS(USA)”) pursuant to which MUS(USA) provides certain advisory and/or
other services to Raymond James, including in respect of this offering. In return for the provision of such
services by MUS(USA) to Raymond James, Raymond James will pay to MUS(USA) a mutually agreed upon
fee.
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LEGAL

The validity of the notes will be passed upon for us by Vinson & Elkins L.L.P., Houston, Texas. Certain
legal matters in connection with the notes offered hereby will be passed upon for the underwriters by
Andrews Kurth LLP. Andrews Kurth LLP also performs legal services for us from time to time unrelated to
this offering.

EXPERTS

The consolidated financial statements of Magellan Midstream Partners, L.P. appearing in Magellan
Midstream Partners, L.P.’s Annual Report (Form 10-K) for the year ended December 31, 2007, and the
effectiveness of Magellan Midstream Partners, L.P.’s internal control over financial reporting as of
December 31, 2007, have been audited by Ernst & Young LLP, independent registered public accounting firm,
as set forth in their reports thereon, included therein, and incorporated herein by reference. Such consolidated
financial statements are incorporated herein by reference in reliance upon such reports given on the authority
of such firm as experts in accounting and auditing.

The consolidated balance sheets of Magellan GP, LLC, appearing in Magellan Midstream Partners, L.P.’s
Annual Report (Form 10-K) for the year ended December 31, 2007, have been audited by Ernst & Young LLP,
independent registered public accounting firm, as set forth in their report thereon, included therein, and
incorporated herein by reference. Such consolidated balance sheets are incorporated herein by reference in
reliance upon such report given on the authority of such firm as experts in accounting and auditing.

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement and the documents incorporated by reference in this prospectus
supplement include forward-looking statements. These forward-looking statements are identified as any
statement that does not relate strictly to historical or current facts.

Forward-looking statements can be identified by words such as “anticipate,” “believe,” “continue,”
“estimate,” “expect,” “forecast,” “intend,” “may,” “plan,” “position,” “projection,” “strategy,” “could,” “should” or
“will” or the negative of those terms or other variations of them or by comparable terminology. Although we
believe our forward-looking statements are based on reasonable assumptions, statements made regarding
future results are subject to numerous assumptions, uncertainties and risks that may cause future results to be
materially different from the results stated or implied in this document.

» o« » o« » o«

The following are among the important factors that could cause actual results to differ materially from
any results projected, forecasted, estimated or budgeted:

+  price fluctuations for natural gas liquids and refined petroleum products;

+ overall demand for natural gas liquids, refined petroleum products, natural gas, oil and ammonia in
the United States;

+  weather patterns materially different than historical trends;
+ development of alternative energy sources;
+ increased use of biofuels such as ethanol and biodiesel;

+  changes in demand for storage in our petroleum products terminals;
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changes in supply patterns for our marine terminals due to geopolitical events;
our ability to manage interest rate and commodity price exposures;
our ability to satisty our product purchase obligations at historical purchase terms;

changes in our tariff rates implemented by the Federal Energy Regulatory Commission, the United
States Surface Transportation Board and state regulatory agencies;

shut-downs or cutbacks at major refineries, petrochemical plants, ammonia production facilities or
other businesses that use or supply our services;

changes in the throughput or interruption in service on petroleum products pipelines owned and
operated by third parties and connected to our petroleum products terminals or petroleum products
pipeline system;

loss of one or more of our three customers on our ammonia pipeline system;
an increase in the competition our operations encounter;

the occurrence of an operational hazard or unforeseen interruption for which we are not adequately
insured;

the treatment of us as a corporation for federal or state income tax purposes or if we become subject
to significant forms of other taxation;

our ability to identify growth projects or to complete identified growth projects on time and at
projected costs;

our ability to make and integrate acquisitions and successfully complete our business strategy;
changes in general economic conditions in the United States;

changes in laws or regulations to which we are subject, including tax withholding issues, safety,
environmental and employment laws and regulations;

the cost and effects of legal and administrative claims and proceedings against us or our
subsidiaries;

the amount of our indebtedness, which could make us vulnerable to general adverse economic and
industry conditions, limit our ability to borrow additional funds, place us at competitive
disadvantages compared to our competitors that have less debt or could have other adverse
consequences;

a change of control of our general partner could, under certain circumstances, result in some of our
debt or the debt of our subsidiaries becoming due and payable;

the condition of the capital markets in the United States;
the effect of changes in accounting policies;

the potential that our internal controls may not be adequate, weaknesses may be discovered or
remediation of any identified weaknesses may not be successful and the impact these could have on
our unit price;

the ability of third parties to pay the amounts owed to us;

conflicts of interests between us, our general partner, Magellan Midstream Holdings, L.P., a publicly
traded Delaware limited partnership and the owner of our general partner (“MGG”), and related
parties of MGG and its general partner;

the ability of our general partner, its affiliates or related parties to enter into certain agreements that
could negatively impact our financial position, results of operations and cash flows;
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+  supply disruption; and

+ global and domestic economic repercussions from terrorist activities and the government’s response
thereto.

You should not put undue reliance on any forward-looking statements. When considering forward-
looking statements, please review the risk factors described under “Risk Factors” in this prospectus
supplement and on page 1 of the accompanying prospectus as well as the risk factors discussed in our 2007
Annual Report on Form 10-K.
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WHERE YOU CAN FIND MORE INFORMATION

The SEC allows us to “incorporate by reference” information we file with it. This procedure means that
we can disclose important information to you by referring you to documents we filed with the SEC. The
information we incorporate by reference is part of this prospectus supplement and later information that we
file with the SEC (excluding any information furnished pursuant to Item 2.02 or Item 7.01 on any Current
Report on Form 8-K) will automatically update and supersede this information. We incorporate by reference
the documents listed below:

+ Annual Report on Form 10K for the year ended December 31, 2007;
*  Quarterly Report on Form 10-Q for the three months ended March 31, 2008;
+  Definitive Proxy Statement on Schedule 14A filed on February 28, 2008; and

+  Current Reports on Form 8K filed on February 5, 2008, April 21, 2008, May 6, 2008, May 15, 2008
and June 4, 2008.

You may request a copy of these filings at no cost by making written or telephone requests for copies to:

Magellan Midstream Partners, L.P.
P.O. Box 22186
Tulsa, Oklahoma 74121-2186
Attention: Investor Relations Department
Telephone: (918) 574-7000

We also make available free of charge on our internet website at http:/ /www.magellanlp.com our
annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and any
amendments to those reports, as soon as reasonably practicable after we electronically file such material with,
or furnish it to, the SEC. Information contained on our website is not part of this prospectus supplement or
the accompanying prospectus.
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MAGELLAN MIDSTREAM PARTNERS, L.P.

Common Units
Debt Securities

We may from time to time offer and sell common units and debt securities. Our debt securities that we issue
under this prospectus may be guaranteed by one or more of our subsidiaries, which we refer to as “Subsidiary
Guarantors.” We may offer and sell these securities to or through one or more underwriters, dealers and agents,
or directly to purchasers, on a continuous or delayed basis. This prospectus describes the general terms of these
securities. The specific terms of any securities and the specific manner in which we will offer them will be
included in a supplement to this prospectus relating to that offering.

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

Our common units are listed on the New York Stock Exchange under the symbol “MMP.”

Investing in our securities involves risks. Limited partnerships are inherently different from
corporations. You should carefully consider the risk factors beginning on page 1 of this prospectus and in
the applicable prospectus supplement before you make an investment in our securities.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to the

contrary is a criminal offense.

The date of this prospectus is September 7, 2006.
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You should rely only on the information contained in this prospectus, any prospectus supplement and the
documents we have incorporated by reference. We have not authorized anyone else to provide you different
information. We are not making an offer of these securities in any state where the offer is not permitted. You
should not assume that the information in this prospectus or any prospectus supplement is accurate as of any date
other than the date on the front of these documents.



ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange
Commission, or SEC, using a “shelf” registration process. Under this shelf process, we may sell the securities
described in this prospectus in one or more offerings. This prospectus provides you with a general description of
the securities we may offer. Each time we sell securities, we will provide a prospectus supplement that will
contain specific information about the terms of that offering. The prospectus supplement may also add, update or
change information contained in this prospectus. You should read both the prospectus and the prospectus
supplement relating to the securities offered to you together with the additional information described under the
heading “Where You Can Find More Information.”

As used in this prospectus, “we,” “us,” “our” and “Magellan Midstream Partners” mean Magellan
Midstream Partners, L.P. and, where the context requires, include our operating subsidiaries. As used in this
prospectus, “MGG” means Magellan Midstream Holdings, L.P., the owner of our general partner.

MAGELLAN MIDSTREAM PARTNERS, L.P.

We are a publicly traded limited partnership that was formed in August 2000 to own, operate and acquire a
diversified portfolio of complementary energy assets. We are principally engaged in the transportation, storage
and distribution of refined petroleum products.

Our principal executive offices are located in One Williams Center, Tulsa, Oklahoma 74172 and our phone
number is (918) 574-7000.

RISK FACTORS

An investment in our securities involves risks. You should carefully consider all of the information
contained in or incorporated by reference in this prospectus and other information which may be incorporated by
reference in this prospectus or any prospectus supplement as provided under “Incorporation of Certain
Information by Reference,” including our Annual Reports on Form 10-K and our Quarterly Reports on Form
10-Q. This prospectus also contains forward-looking statements that involve risks and uncertainties. Please read
“Information Regarding Forward-Looking Statements.” Our actual results could differ materially from those
anticipated in the forward-looking statements as a result of certain factors, including the risks described
elsewhere in this prospectus or any prospectus supplement and in the documents incorporated by reference into
this prospectus or any prospectus supplement. If any of these risks occur, our business, financial condition or
results of operation could be adversely affected.



INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference in this prospectus include forward-looking
statements. These forward-looking statements are identified as any statement that does not relate strictly to
historical or current facts.

Forward-looking statements can be identified by words such as “anticipate,” “believe,” “continue,”
“estimate,” “expect,” “forecast,” “intend,” “may,” “plan,” “position,” “projection,” “strategy,” “could,” “should”
or “will” or the negative of those terms or other variations of them or by comparable terminology. Although we
believe our forward-looking statements are based on reasonable assumptions, statements made regarding future
results are subject to numerous assumptions, uncertainties and risks that may cause future results to be materially
different from the results stated or implied in this document.
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The following are among the important factors that could cause actual results to differ materially from any
results projected, forecasted, estimated or budgeted:

e price fluctuations for natural gas liquids and refined petroleum products;

e overall demand for natural gas liquids, refined petroleum products, natural gas, oil and ammonia in the
United States;

e weather patterns materially different than historical trends;

e development of alternative energy sources;

e changes in demand for storage in our petroleum products terminals;

e changes in supply patterns for our marine terminals due to geopolitical events;

e our ability to manage interest rate and commodity price exposures;

e our ability to satisfy our product purchase obligations at historical purchase terms;

e changes in our tariff rates implemented by the Federal Energy Regulatory Commission, the United
States Surface Transportation Board and state regulatory agencies;

e shut-downs or cutbacks at major refineries, petrochemical plants, ammonia production facilities or other
businesses that use or supply our services;

* changes in the throughput or interruption in service on petroleum products pipelines owned and
operated by third parties and connected to our petroleum products terminals or petroleum products
pipeline system;

* loss of one or more of our three customers on our ammonia pipeline system;
e anincrease in the competition our operations encounter;

* the occurrence of an operational hazard or unforeseen interruption for which we are not adequately
insured;

* interruption of services at our pipeline or terminal facilities resulting from condemnation of property by
governmental or private entities;

e the treatment of us as a corporation for federal income tax purposes or if we become subject to entity-
level taxation for state tax purposes;

e our ability to make and integrate acquisitions and successfully complete our business strategy;
e changes in general economic conditions in the United States;
e changes in laws or regulations to which we are subject, including tax withholding issues, safety,

environmental and employment laws and regulations;
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e the cost and effects of legal and administrative claims and proceedings against us or our subsidiaries;

e the amount of our indebtedness, which could make us vulnerable to general adverse economic and
industry conditions, limit our ability to borrow additional funds, place us at competitive disadvantages
compared to our competitors that have less debt or result in other adverse consequences;

e achange of control of our general partner could, under certain circumstances, result in our debt or the
debt of our subsidiaries becoming due and payable;

» the condition of the capital markets in the United States;
e the effect of changes in accounting policies;

e the potential that our internal controls may not be adequate, weaknesses may be discovered or
remediation of any identified weaknesses may not be successful and the impact these could have on our
unit price;

e The ability of third-parties to pay the amounts owed to us under indemnification agreements;

» conflicts of interests between us, our general partner, MGG, MGG’s general partner and related parties
of MGG and its general partner;

e the ability of our general partner, its affiliates or related parties to enter into certain agreements which
could negatively impact our financial position, results of operations and cash flows;
e supply disruptions; and

e global and domestic economic repercussions from terrorist activities and the government’s response
thereto.

You should not put undue reliance on any forward-looking statements. When considering forward-looking
statements, please review the risk factors described under “Risk Factors” in our latest Annual Report on
Form 10-K, and any updates to those risk factors included in our Quarterly Reports on Form 10-Q.



RATIO OF EARNINGS TO FIXED CHARGES

Six Months
Ended
Year Ended December 31, June 30,
2001 2002 2003 2004 2005 2006
Ratio of earnings to fixed charges ............................ 72 42 32 36 38 4.5

USE OF PROCEEDS

We intend to use the net proceeds from the sales of the securities as set forth in the applicable prospectus
supplement.



DESCRIPTION OF OUR COMMON UNITS

General

The common units represent limited partner interests that entitle the holders to participate in our cash
distributions and to exercise the rights and privileges available to limited partners under our partnership
agreement. For a description of the relative rights and preferences of holders of our common units and our
general partner in and to cash distributions, see “Cash Distributions” in this prospectus.

Our outstanding common units are listed on the New York Stock Exchange, or NYSE, under the symbol
“MMP.’7

The transfer agent and registrar for our common units is UMB Bank, n.a.

Status as Limited Partner or Assignee

Except as described below under “—Limited Liability,” the common units will be fully paid, and
unitholders will not be required to make additional capital contributions to us.

Transfer of Common Units

Each purchaser of common units offered by this prospectus must execute a transfer application whereby the
purchaser requests admission as a substituted limited partner and makes representations and agrees to provisions
stated in the transfer application. If this action is not taken, a purchaser will not be registered as a record holder
of common units on the books of our transfer agent or issued a common unit certificate. Purchasers may hold
common units in nominee accounts.

An assignee, pending its admission as a substituted limited partner, is entitled to an interest in us equivalent
to that of a limited partner with respect to the right to share in allocations and distributions, including liquidating
distributions. Our general partner will vote and exercise other powers attributable to common units owned by an
assignee who has not become a substituted limited partner at the written direction of the assignee. Transferees
who do not execute and deliver transfer applications will be treated neither as assignees nor as record holders of
common units and will not receive distributions, federal income tax allocations or reports furnished to record
holders of common units. The only right the transferees will have is the right to admission as a substituted limited
partner in respect of the transferred common units upon execution of a transfer application in respect of the
common units. A nominee or broker who has executed a transfer application with respect to common units held
in street name or nominee accounts will receive distributions and reports pertaining to its common units.

Limited Liability

Assuming that a limited partner does not participate in the control of our business within the meaning of the
Delaware Act and that he otherwise acts in conformity with the provisions of our partnership agreement, his
liability under the Delaware Act will be limited, subject to some possible exceptions, generally to the amount of
capital he contributed to us in respect of his common units plus his share of any undistributed profits and assets.

Reports and Records

As soon as practicable, but in no event later than 120 days after the close of each fiscal year, we will furnish
or make available to each unitholder of record (as of a record date selected by our general partner) an annual
report containing our audited financial statements for the past fiscal year. These financial statements will be
prepared in accordance with generally accepted accounting principles. In addition, no later than 90 days after the
close of each quarter (except the fourth quarter), we will furnish or make available a report containing our
unaudited financial statements and any other information required by law.
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We will use all reasonable efforts to furnish each unitholder of record information reasonably required for
tax reporting purposes within 90 days after the close of each fiscal year. Our ability to furnish this summary tax
information will depend on the cooperation of unitholders in supplying information to us. Each unitholder will
receive information to assist him in determining his United States federal and state tax liability and filing his
United States federal and state income tax returns.

Preemptive Rights

None of the holders of common units is entitled to preemptive rights in respect of issuances of securities by
us. Our general partner has the right, upon our issuance of any class of partnership securities to third parties, to
purchase partnership securities of such class from us on the same terms that we issue such class of partnership
securities to those third parties to the extent necessary to maintain the percentage interests of our general partner
and its affiliates equal to that which existed immediately prior to our issuance of such class of partnership
securities. Moreover, upon the issuance of any additional limited partner interests by us, our general partner has
the right to make additional capital contributions to maintain its general partner equity interest in us.

Registration Rights

Subject to the terms and conditions of our partnership agreement, our general partner and its affiliates have
the right to cause us to register for resale under the Securities Act and applicable state securities laws any units
that they hold. We are obligated to pay all expenses incidental to the registration, excluding underwriting
discounts and commissions.

In addition, on April 13, 2005, we entered into a Registration Rights Agreement with certain selling
unitholders. In accordance with this agreement, we filed a shelf registration statement with the SEC on
October 19, 2005, providing for the resale from time to time of the common units held by certain parties to the
agreement into which the subordinated units converted. We also granted the selling unitholders the right to join
us, or “piggyback”, when we are selling common units in a primary offering if our underwriters agree that a
piggyback secondary offering of the common units will not have an adverse effect on our primary offering of
common units. These piggyback rights became effective upon conversion of our subordinated units to common
units in January 2006 and expire on December 31, 2006.



DESCRIPTION OF OUR DEBT SECURITIES

We will issue our debt securities under an indenture among us, as issuer, the Trustee and any Subsidiary
Guarantors. The debt securities will be governed by the provisions of the Indenture and those made part of the
Indenture by reference to the Trust Indenture Act of 1939. We, the Trustee and any Subsidiary Guarantors may
enter into supplements to the Indenture from time to time. If we decide to issue subordinated debt securities, we
will issue them under a separate Indenture containing subordination provisions.

This description is a summary of the material provisions of the debt securities and the Indentures. We urge
you to read the forms of senior indenture and subordinated indenture filed as exhibits to the registration statement
of which this prospectus is a part because those Indentures, and not this description, govern your rights as a
holder of debt securities. References in this prospectus to an “Indenture” refer to the particular Indenture under
which we issue a series of debt securities.

General
The Debt Securities
Any series of debt securities that we issue:
* will be our general obligations;
» will be general obligations of any Subsidiary Guarantors that guarantee that series; and
* may be subordinated to our senior indebtedness, with any guarantees also being subordinated to any

senior indebtedness.

The Indenture does not limit the total amount of debt securities that we may issue. We may issue debt
securities under the Indenture from time to time in separate series, up to the aggregate amount authorized for
each such series.

We will prepare a prospectus supplement and either an indenture supplement or a resolution of the board of
directors of our general partner and accompanying officers’ certificate relating to any series of debt securities that
we offer, which will include specific terms relating to some or all of the following:

¢ the form and title of the debt securities;
» the total principal amount of the debt securities;
» the date or dates on which the debt securities may be issued;

e the portion of the principal amount which will be payable if the maturity of the debt securities is
accelerated;

e any right we may have to defer payments of interest by extending the dates payments are due and
whether interest on those deferred amounts will be payable;

e the dates on which the principal and premium, if any, of the debt securities will be payable;
» the interest rate which the debt securities will bear and the interest payment dates for the debt securities;
* any optional redemption provisions;

* any sinking fund or other provisions that would obligate us to repurchase or otherwise redeem the debt
securities;

e whether the debt securities are entitled to the benefits of any guarantees by the Subsidiary Guarantors;
e whether the debt securities may be issued in amounts other than $1,000 each or multiples thereof;

e any changes to or additional Events of Default or covenants;
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e the subordination, if any, of the debt securities and any changes to the subordination provisions of the
Indenture; and

e any other terms of the debt securities.

This description of debt securities will be deemed modified, amended or supplemented by any description of
any series of debt securities set forth in a prospectus supplement related to that series.

The prospectus supplement will also describe any material United States federal income tax consequences
or other special considerations regarding the applicable series of debt securities, including those relating to:

e debt securities with respect to which payments of principal, premium or interest are determined with
reference to an index or formula, including changes in prices of particular securities, currencies or
commodities;

e debt securities with respect to which principal, premium or interest is payable in a foreign or composite
currency;

e debt securities that are issued at a discount below their stated principal amount, bearing no interest or
interest at a rate that at the time of issuance is below market rates; and

e variable rate debt securities that are exchangeable for fixed rate debt securities.

At our option, we may make interest payments by check mailed to the registered holders of any debt
securities not in global form or, if so stated in the applicable prospectus supplement, at the option of a holder by
wire transfer to an account designated by the holder.

Unless otherwise provided in the applicable prospectus supplement, fully registered securities may be
transferred or exchanged at the office of the Trustee at which its corporate trust business is principally
administered in the United States, subject to the limitations provided in the Indenture, without the payment of
any service charge, other than any applicable tax or governmental charge.

Any funds we pay to a paying agent for the payment of amounts due on any debt securities that remain
unclaimed for two years will be returned to us, and the holders of the debt securities must look only to us for
payment after that time.

The Subsidiary Guarantees

Our payment obligations under any series of debt securities may be jointly and severally, fully and
unconditionally guaranteed by one or more Subsidiary Guarantors. If a series of debt securities is so guaranteed,
the Subsidiary Guarantors will execute a notation of guarantee as further evidence of their guarantee. The
applicable prospectus supplement will describe the terms of any guarantee by the Subsidiary Guarantors.

The obligations of each Subsidiary Guarantor under its guarantee of the debt securities will be limited to the
maximum amount that will not result in the obligations of the Subsidiary Guarantor under the guarantee
constituting a fraudulent conveyance or fraudulent transfer under federal or state law, after giving effect to:

e all other contingent and fixed liabilities of the Subsidiary Guarantor; and
e any collections from or payments made by or on behalf of any other Subsidiary Guarantors in respect of

the obligations of the Subsidiary Guarantor under its guarantee.

The guarantee of any Subsidiary Guarantor may be released under certain circumstances. If no default has
occurred and is continuing under the Indenture, and to the extent not otherwise prohibited by the Indenture, a
Subsidiary Guarantor will be unconditionally released and discharged from the guarantee:

e automatically upon any sale, exchange or transfer, to any person that is not our affiliate, of all of our
direct or indirect limited partnership or other equity interests in the Subsidiary Guarantor;
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e automatically upon the merger of the Subsidiary Guarantor into us or any other Subsidiary Guarantor or
the liquidation and dissolution of the Subsidiary Guarantor; or

» following delivery of a written notice of the release by us to the Trustee, upon the release of all
guarantees by the Subsidiary Guarantor of any debt of ours for borrowed money (or a guarantee of such
debt), except for any series of debt securities, other than a release resulting from a payment of such
guarantees.

If a series of debt securities is guaranteed by the Subsidiary Guarantors and is designated as subordinate to
our senior indebtedness, then the guarantees by the Subsidiary Guarantors will be subordinated to the senior
indebtedness of the Subsidiary Guarantors to substantially the same extent as the series is subordinated to our
senior indebtedness. See “—Subordination.”

Covenants
Reports
The Indenture contains the following covenant for the benefit of the holders of all series of debt securities:
So long as any debt securities are outstanding, we will:

e for as long as we are required to file information with the SEC pursuant to the Exchange Act, file with
the Trustee, within 30 days after we file with the SEC, copies of the annual reports and of the
information, documents and other reports which we are required to file with the SEC pursuant to the
Exchange Act; and

* if we are not required to file information with the SEC pursuant to the Exchange Act, file with the
Trustee, within 30 days after we would have been required to file with the SEC, financial statements and
a Management’s Discussion and Analysis of Financial Condition and Results of Operations, both
comparable to what we would have been required to file with the SEC had we been subject to the
reporting requirements of the Exchange Act.

Other Covenants

A series of debt securities may contain additional financial and other covenants applicable to us and our
subsidiaries. The applicable prospectus supplement will contain a description of any such covenants that are
added to the Indenture specifically for the benefit of holders of a particular series.

Events of Default, Remedies and Notice
Events of Default

Each of the following events will be an “Event of Default” under the Indenture with respect to a series of
debt securities:

e default in any payment of interest on any debt securities of that series when due that continues for 30
days;

e default in the payment of principal of or premium, if any, on any debt securities of that series when due
at its stated maturity, upon redemption, upon required repurchase or otherwise;

e default in the payment of any sinking fund payment on any debt securities of that series when due;

e failure by us or, if the series of debt securities is guaranteed by the Subsidiary Guarantors, by a
Subsidiary Guarantor, to comply for 60 days after notice with the other agreements contained in the
Indenture, any supplement to the Indenture or any board resolution authorizing the issuance of that
series;



e certain events of bankruptcy, insolvency or reorganization of us or, if the series of debt securities is
guaranteed by the Subsidiary Guarantors, of the Subsidiary Guarantors; or

» if the series of debt securities is guaranteed by the Subsidiary Guarantors:

* any of the guarantees by the Subsidiary Guarantors ceases to be in full force and effect, except as
otherwise provided in the Indenture;

* any of the guarantees by the Subsidiary Guarantors is declared null and void in a judicial
proceeding; or

* any Subsidiary Guarantor denies or disaffirms its obligations under the Indenture or its guarantee.

Exercise of Remedies

If an Event of Default, other than an Event of Default with respect to us described in the fifth bullet point
above, occurs and is continuing, the Trustee or the holders of at least 25% in principal amount of the outstanding
debt securities of that series may declare the entire principal of, premium, if any, and accrued and unpaid interest,
if any, on all the debt securities of that series to be due and payable immediately.

A default under the fourth bullet point above will not constitute an Event of Default until the Trustee or the
holders of 25% in principal amount of the outstanding debt securities of that series notify us and, if the series of
debt securities is guaranteed by the Subsidiary Guarantors, the Subsidiary Guarantors, of the default and such
default is not cured within 60 days after receipt of notice.

If an Event of Default with respect to us described in the fifth bullet point above occurs and is continuing,
the principal of, premium, if any, and accrued and unpaid interest on all outstanding debt securities of all series
will become immediately due and payable without any declaration of acceleration or other act on the part of the
Trustee or any holders.

The holders of a majority in principal amount of the outstanding debt securities of a series may rescind any
declaration of acceleration by the Trustee or the holders with respect to the debt securities of that series, but only
if:

e rescinding the declaration of acceleration would not conflict with any judgment or decree of a court of

competent jurisdiction; and

e all existing Events of Default with respect to that series have been cured or waived, other than the
nonpayment of principal, premium, if any, or interest on the debt securities of that series that have
become due solely by the declaration of acceleration.

If an Event of Default occurs and is continuing, the Trustee will be under no obligation, except as otherwise
provided in the Indenture, to exercise any of the rights or powers under the Indenture at the request or direction
of any of the holders unless such holders have offered to the Trustee reasonable indemnity or security against any
costs, liability or expense. No holder may pursue any remedy with respect to the Indenture or the debt securities
of any series, except to enforce the right to receive payment of principal, premium, if any, or interest when due,
unless:

e such holder has previously given the Trustee notice that an Event of Default with respect to that series is
continuing;

* holders of at least 25% in principal amount of the outstanding debt securities of that series have
requested that the Trustee pursue the remedy;

e such holders have offered the Trustee reasonable indemnity or security against any cost, liability or
expense;
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» the Trustee has not complied with such request within 60 days after the receipt of the request and the
offer of indemnity or security; and

e the holders of a majority in principal amount of the outstanding debt securities of that series have not
given the Trustee a direction that, in the opinion of the Trustee, is inconsistent with such request within
such 60-day period.

The holders of a majority in principal amount of the outstanding debt securities of a series have the right,
subject to certain restrictions, to direct the time, method and place of conducting any proceeding for any remedy
available to the Trustee or of exercising any right or power conferred on the Trustee with respect to that series of
debt securities. The Trustee, however, may refuse to follow any direction that:

¢ conflicts with law;
e is inconsistent with any provision of the Indenture;
e the Trustee determines is unduly prejudicial to the rights of any other holder; or

e would involve the Trustee in personal liability.

Notice of Event of Default

Within 30 days after the occurrence of an Event of Default, we are required to give written notice to the
Trustee and indicate the status of the default and what action we are taking or propose to take to cure the default.
In addition, we and any Subsidiary Guarantors are required to deliver to the Trustee, within 120 days after the
end of each fiscal year, a compliance certificate indicating that we and any Subsidiary Guarantors have complied
with all covenants contained in the Indenture or whether any default or Event of Default has occurred during the
previous year.

If an Event of Default occurs and is continuing and is known to the Trustee, the Trustee must mail to each
holder a notice of the Event of Default by the later of 90 days after the Event of Default occurs or 30 days after
the Trustee knows of the Event of Default. Except in the case of a default in the payment of principal, premium,
if any, or interest with respect to any debt securities, the Trustee may withhold such notice, but only if and so
long as the board of directors, the executive committee or a committee of directors or responsible officers of the
Trustee in good faith determines that withholding such notice is in the interests of the holders.

Amendments and Waivers
We may amend the Indenture without the consent of any holder of debt securities to:
e cure any ambiguity, omission, defect or inconsistency;
e convey, transfer, assign, mortgage or pledge any property to or with the Trustee;
e provide for the assumption by a successor of our obligations under the Indenture;
e add Subsidiary Guarantors with respect to the debt securities;

e change or eliminate any restriction on the payment of principal of, or premium, if any, on any
subordinated debt securities;

e secure the debt securities or any guarantee;

e add covenants for the benefit of the holders or surrender any right or power conferred upon us or any
Subsidiary Guarantor;

¢ make any change that does not adversely affect the rights under the Indenture of any holder;

e add or appoint a successor or separate Trustee;
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comply with any requirement of the SEC in connection with the qualification of the Indenture under the
Trust Indenture Act; or

establish the form or terms of any new series of debt securities.

In addition, we may amend the Indenture if the holders of a majority in principal amount of all debt
securities of each series that would be affected under the Indenture consent to it. We may not, however, without
the consent of each holder of outstanding debt securities of each series that would be affected, amend the
Indenture to:

reduce the percentage in principal amount of debt securities of any series whose holders must consent to
an amendment;

reduce the rate of or extend the time for payment of interest on any debt securities;
reduce the principal of or extend the stated maturity of any debt securities;

reduce any premium payable upon the redemption of any debt securities or change the time at which any
debt securities may or shall be redeemed;

make any debt securities payable in other than U.S. dollars;

impair the right of any holder to receive payment of premium, if any, principal or interest with respect to
such holder’s debt securities on or after the applicable due date;

impair the right of any holder to institute suit for the enforcement of any payment with respect to such
holder’s debt securities;

release any security that has been granted in respect of the debt securities, other than in accordance with
the Indenture;

make any change in the amendment provisions which require each holder’s consent;
make any change in the waiver provisions; or

release a Subsidiary Guarantor other than as provided in the Indenture or modify such Subsidiary
Guarantor’s guarantee in any manner adverse to the holders.

The consent of the holders is not necessary under the Indenture to approve the particular form of any
proposed amendment. It is sufficient if such consent approves the substance of the proposed amendment. After
an amendment under the Indenture requiring the consent of the holders of any series of debt securities becomes
effective, we are required to mail to all holders a notice briefly describing the amendment with respect to other
holders. The failure to give, or any defect in, such notice to any holder, however, will not impair or affect the
validity of the amendment with respect to other holders.

The holders of a majority in aggregate principal amount of the outstanding debt securities of each affected
series, on behalf of all such holders, and subject to certain rights of the Trustee, may waive:

compliance by us or a Subsidiary Guarantor with certain restrictive provisions of the Indenture; and

any past default under the Indenture, subject to certain rights of the Trustee under the Indenture;

except that such majority of holders may not waive a default:

in the payment of principal, premium, if any, or interest; or

in respect of a provision that under the Indenture cannot be amended without the consent of all holders
of the series of debt securities that is affected.
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Defeasance

At any time, we may terminate, with respect to debt securities of a particular series, all our obligations under
such series of debt securities and the Indenture, which we call a “legal defeasance.” If we decide to make a legal
defeasance, however, we may not terminate certain of our obligations, including those:

relating to the defeasance trust;
to register the transfer or exchange of the debt securities of that series;
to replace mutilated, destroyed, lost or stolen debt securities of that series; or

to maintain a registrar and paying agent in respect of the debt securities of that series.

If we exercise either our legal defeasance option or our covenant defeasance option, any subsidiary
guarantee will terminate with respect to that series of debt securities.

At any time we may also effect a “covenant defeasance,” which means we have elected to terminate our
obligations under:

covenants applicable to a series of debt securities and described in the prospectus supplement applicable
to such series, other than as described in such prospectus supplement;

the bankruptcy provisions with respect to the Subsidiary Guarantors, if any; and

the guarantee provision described under “Events of Default” above with respect to that series of debt
securities.

We may exercise our legal defeasance option notwithstanding our prior exercise of our covenant defeasance
option. If we exercise our legal defeasance option, payment of the affected series of debt securities may not be
accelerated because of an Event of Default with respect to that series. If we exercise our covenant defeasance
option, payment of the affected series of debt securities may not be accelerated because of an Event of Default
specified in the fourth, fifth (with respect only to a Subsidiary Guarantor, if any) or sixth bullet points under “—
Events of Default” above or an Event of Default that is added specifically for such series and described in a
prospectus supplement.

In order to exercise either defeasance option, we must:

irrevocably deposit in trust with the Trustee money or certain U.S. government obligations for the
payment of principal, premium, if any, and interest on the series of debt securities to redemption or final
maturity, as the case may be;

comply with certain other conditions, including that no default has occurred and is continuing after the
deposit in trust; and

deliver to the Trustee an opinion of counsel to the effect that holders of the series of debt securities will
not recognize income, gain or loss for federal income tax purposes as a result of such defeasance and
will be subject to federal income tax on the same amounts and in the same manner and at the same times
as would have been the case if such deposit and defeasance had not occurred. In the case of legal
defeasance only, such opinion of counsel must be based on a ruling of the Internal Revenue Service or
other change in applicable federal income tax law.

No Personal Liability of General Partner

Magellan GP, LLC, our general partner, and its directors, officers, employees and members, as such, will
not be liable for:

any of our obligations or the obligations of the Subsidiary Guarantors under the debt securities, the
Indentures or the guarantees; or

any claim based on, in respect of, or by reason of, such obligations or their creation.
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By accepting a debt security, each holder will be deemed to have waived and released all such liability. This
waiver and release are part of the consideration for our issuance of the debt securities. This waiver may not be
effective, however, to waive liabilities under the federal securities laws and it is the view of the SEC that such a
waiver is against public policy.

Subordination

Debt securities of a series may be subordinated to our “Senior Indebtedness,” which we define generally to
include any obligation created or assumed by us (or, if the series is guaranteed, the Subsidiary Guarantors) for the
repayment of borrowed money and any guarantee therefor, whether outstanding or hereafter issued, unless, by
the terms of the instrument creating or evidencing such obligation, it is provided that such obligation is
subordinate or not superior in right of payment to the debt securities (or, if the series is guaranteed, the guarantee
of the Subsidiary Guarantors), or to other obligations which are pari passu with or subordinated to the debt
securities (or, if the series is guaranteed, the guarantee of the Subsidiary Guarantors). Subordinated debt
securities will be subordinate in right of payment, to the extent and in the manner set forth in the Indenture and
the prospectus supplement relating to such series, to the prior payment of all of our indebtedness and that of any
Subsidiary Guarantor that is designated as “Senior Indebtedness” with respect to the series.

The holders of Senior Indebtedness of ours or, if applicable, of a Subsidiary Guarantor, will receive payment
in full of the Senior Indebtedness before holders of subordinated debt securities will receive any payment of
principal, premium, if any, or interest with respect to the subordinated debt securities upon any payment or
distribution of our assets or, if applicable to any series of outstanding debt securities, the Subsidiary Guarantors’
assets, to creditors:

e upon a liquidation or dissolution of us or, if applicable to any series of outstanding debt securities, the
Subsidiary Guarantors; or

e in a bankruptcy, receivership or similar proceeding relating to us or, if applicable to any series of

outstanding debt securities, to the Subsidiary Guarantors.

Until the Senior Indebtedness is paid in full, any distribution to which holders of subordinated debt
securities would otherwise be entitled will be made to the holders of Senior Indebtedness, except that the holders
of subordinated debt securities may receive units representing limited partner interests in us and any debt
securities that are subordinated to Senior Indebtedness to at least the same extent as the subordinated debt
securities.

If we do not pay any principal, premium, if any, or interest with respect to Senior Indebtedness within any
applicable grace period (including at maturity), or any other default on Senior Indebtedness occurs and the
maturity of the Senior Indebtedness is accelerated in accordance with its terms, we may not:

* make any payments of principal, premium, if any, or interest with respect to subordinated debt
securities;

¢ make any deposit for the purpose of defeasance of the subordinated debt securities; or

e repurchase, redeem or otherwise retire any subordinated debt securities, except that in the case of
subordinated debt securities that provide for a mandatory sinking fund, we may deliver subordinated
debt securities to the Trustee in satisfaction of our sinking fund obligation,

unless, in either case,

e the default has been cured or waived and any declaration of acceleration has been rescinded;

» the Senior Indebtedness has been paid in full in cash; or

e we and the Trustee receive written notice approving the payment from the representatives of each issue

of “Designated Senior Indebtedness.”

14



Generally, “Designated Senior Indebtedness” will include:
* any specified issue of Senior Indebtedness of at least $100 million; and

e any other Senior Indebtedness that we may designate in respect of any series of subordinated debt
securities.

During the continuance of any default, other than a default described in the immediately preceding
paragraph, that may cause the maturity of any Designated Senior Indebtedness to be accelerated immediately
without further notice, other than any notice required to effect such acceleration, or the expiration of any
applicable grace periods, we may not pay the subordinated debt securities for a period called the “Payment
Blockage Period.” A Payment Blockage Period will commence on the receipt by us and the Trustee of written
notice of the default, called a “Blockage Notice,” from the representative of any Designated Senior Indebtedness
specifying an election to effect a Payment Blockage Period and will end 179 days thereafter.

The Payment Blockage Period may be terminated before its expiration:
e by written notice from the person or persons who gave the Blockage Notice;

e by repayment in full in cash of the Designated Senior Indebtedness with respect to which the Blockage
Notice was given; or

e if the default giving rise to the Payment Blockage Period is no longer continuing.

Unless the holders of the Designated Senior Indebtedness have accelerated the maturity of the Designated
Senior Indebtedness, we may resume payments on the subordinated debt securities after the expiration of the
Payment Blockage Period.

Generally, not more than one Blockage Notice may be given in any period of 360 consecutive days. The
total number of days during which any one or more Payment Blockage Periods are in effect, however, may not
exceed an aggregate of 179 days during any period of 360 consecutive days.

After all Senior Indebtedness is paid in full and until the subordinated debt securities are paid in full, holders
of the subordinated debt securities shall be subrogated to the rights of holders of Senior Indebtedness to receive
distributions applicable to Senior Indebtedness.

As a result of the subordination provisions described above, in the event of insolvency, the holders of Senior
Indebtedness, as well as certain of our general creditors, may recover more, ratably, than the holders of the
subordinated debt securities.

Book Entry, Delivery and Form

We may issue debt securities of a series in the form of one or more global certificates deposited with a
depositary. We expect that The Depository Trust Company, New York, New York, or “DTC,” will act as
depositary. If we issue debt securities of a series in book-entry form, we will issue one or more global certificates
that will be deposited with or on behalf of DTC and will not issue physical certificates to each holder. A global
security may not be transferred unless it is exchanged in whole or in part for a certificated security, except that
DTC, its nominees and their successors may transfer a global security as a whole to one another.

DTC will keep a computerized record of its participants, such as a broker, whose clients have purchased the
debt securities. The participants will then keep records of their clients who purchased the debt securities.
Beneficial interests in global securities will be shown on, and transfers of beneficial interests in global securities
will be made only through, records maintained by DTC and its participants.

DTC advises us that it is:

e alimited-purpose trust company organized under the New York Banking Law;
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e a “banking organization” within the meaning of the New York Banking Law;
e amember of the United States Federal Reserve System;
e a “clearing corporation” within the meaning of the New York Uniform Commercial Code; and

e a“clearing agency” registered under the provisions of Section 17A of the Securities Exchange Act of
1934.

DTC is owned by a number of its participants and by the New York Stock Exchange, Inc., The American
Stock Exchange, Inc. and the National Association of Securities Dealers, Inc. The rules that apply to DTC and its
participants are on file with the SEC.

DTC holds securities that its participants deposit with DTC. DTC also records the settlement among
participants of securities transactions, such as transfers and pledges, in deposited securities through computerized
records for participants’ accounts. This eliminates the need to exchange certificates. Participants include
securities brokers and dealers, banks, trust companies, clearing corporations and certain other organizations.

We will wire principal, premium, if any, and interest payments due on the global securities to DTC’s
nominee. We, any Subsidiary Guarantors, the Trustee and any paying agent will treat DTC’s nominee as the
owner of the global securities for all purposes. Accordingly, we, any Subsidiary Guarantors, the Trustee and any
paying agent will have no direct responsibility or liability to pay amounts due on the global securities to owners
of beneficial interests in the global securities.

It is DTC’s current practice, upon receipt of any payment of principal, premium, if any, or interest, to credit
participants’ accounts on the payment date according to their respective holdings of beneficial interests in the
global securities as shown on DTC’s records. In addition, it is DTC’s current practice to assign any consenting or
voting rights to participants, whose accounts are credited with debt securities on a record date, by using an
omnibus proxy.

Payments by participants to owners of beneficial interests in the global securities, as well as voting by
participants, will be governed by the customary practices between the participants and the owners of beneficial
interests, as is the case with debt securities held for the account of customers registered in “street name.”
Payments to holders of beneficial interests are the responsibility of the participants and not of DTC, the Trustee,
any Subsidiary Guarantors or us.

Beneficial interests in global securities will be exchangeable for certificated securities with the same terms
in authorized denominations only if:

e DTC notifies us that it is unwilling or unable to continue as depositary or if DTC ceases to be a clearing
agency registered under applicable law and, in either event, a successor depositary is not appointed by
us within 90 days; or

* an Event of Default occurs and DTC notifies the Trustee of its decision to require that all of the debt
securities of a series be represented by a global security.

The Trustee

We may appoint a separate trustee for any series of debt securities. We use the term “Trustee” to refer to the
trustee appointed with respect to any such series of debt securities. We may maintain banking and other
commercial relationships with the Trustee and its affiliates in the ordinary course of business, and the Trustee
may own debt securities.

Governing Law

The Indenture and the debt securities will be governed by, and construed in accordance with, the laws of the
State of New York.
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CASH DISTRIBUTIONS

Distributions of Available Cash

General. Within approximately 45 days after the end of each quarter, we will distribute all of our available
cash to unitholders of record on the applicable record date.

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

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

e provide for the proper conduct of our business;
e comply with applicable law, any of our debt instruments, or other agreements; or

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

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

Intent to Distribute the Minimum Quarterly Distribution. We intend to distribute to holders of common units
on a quarterly basis at least the minimum quarterly distribution of $0.2625 per quarter or $1.05 per year to the
extent we have sufficient cash from our operations after the establishment of cash reserves and the payment of
fees and expenses, including payments to our general partner. However, there is no guarantee that we will pay the
minimum quarterly distribution on the common units in any quarter, and we will be prohibited from making any
distributions to unitholders if it would cause an event of default, or an event of default is existing, under our debt
instruments.

Under the Delaware Act, a limited partnership may not make a distribution to a partner to the extent that at
the time of the distribution, after giving effect to the distribution, all liabilities of the limited partnership, other
than liabilities to partners on account of their partnership interests and liabilities for which the recourse of
creditors is limited to specific property of the partnership, exceed the fair value of the assets of the limited
partnership.

Operating Surplus, Capital Surplus and Adjusted Operating Surplus
General. All cash distributed to unitholders will be characterized either as operating surplus or capital
surplus. We distribute available cash from operating surplus differently than available cash from capital surplus.
Definition of Operating Surplus. For any period, operating surplus generally means:
e our cash balance on the closing date of our initial public offering; plus
e $15.0 million; plus

e all of our cash receipts since the closing of our initial public offering, excluding cash from borrowings
that are not working capital borrowings, sales of equity and debt securities and sales or other
dispositions of assets outside the ordinary course of business; plus

* working capital borrowings made after the end of a quarter but before the date of determination of
operating surplus for the quarter; less
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e all of our operating expenditures since the closing of our initial public offering, including the repayment
of working capital borrowings, but not the repayment of other borrowings, and including maintenance
capital expenditures; less

e the amount of cash reserves that our general partner deems necessary or advisable to provide funds for
future operating expenditures.

Definition of Capital Surplus. Capital surplus will generally be generated only by:

e borrowings other than working capital borrowings;

e sales of debt and equity securities; and

e sales or other disposition of assets for cash, other than inventory, accounts receivable and other current

assets sold in the ordinary course of business or as part of normal retirements or replacements of assets.

Characterization of Cash Distributions. We will treat all available cash distributed as coming from
operating surplus until the sum of all available cash distributed since we began operations equals the operating
surplus as of the most recent date of determination of available cash. We will treat any amount distributed in
excess of operating surplus, regardless of its source, as capital surplus. We do not anticipate that we will make
any distributions from capital surplus.

Definition of Adjusted Operating Surplus. Adjusted operating surplus is intended to reflect the cash
generated from operations during a particular period and therefore excludes net increases in working capital
borrowings and net drawdowns of reserves of cash generated in prior periods.

Adjusted operating surplus for any period generally means:

e operating surplus generated with respect to that period; less

* any net increase in working capital borrowings with respect to that period; less

e any net reduction in cash reserves for operating expenditures with respect to that period not relating to
an operating expenditure made with respect to that period; plus

e any net decrease in working capital borrowings with respect to that period; plus

e any net increase in cash reserves for operating expenditures with respect to that period required by any
debt instrument for the repayment of principal, interest or premium.

Our General Partner’s Interest

Our general partner has the right, but not the obligation, to contribute a proportionate amount of capital to us
to maintain its current general partner interest. The general partner’s 2% interest in these distributions may be
reduced if we issue additional units in the future and our general partner does not contribute a proportionate
amount of capital to us to maintain its 2% general partner interest. The discussion in the following sections
regarding distributions assumes that our general partner will maintain its 2% general partner interest in us.

Distributions of Available Cash From Operating Surplus

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

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

e Thereafter, in the manner described in “—Incentive Distribution Rights” below.
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Incentive Distribution Rights

Incentive distribution rights represent the right to receive an increasing percentage of quarterly distributions
of available cash from operating surplus after the minimum quarterly distribution and the target distribution
levels have been achieved. Our general partner currently holds the incentive distribution rights, but may transfer
these rights separately from its general partner interest, subject to restrictions in the partnership agreement.

If, for any quarter:

e we have distributed available cash from operating surplus to our common unitholders in an amount
equal to the minimum quarterly distribution; and

e we have distributed available cash from operating surplus on outstanding common units in an amount
necessary to eliminate any cumulative arrearages in payment of the minimum quarterly distribution;

then, we will distribute any additional available cash from operating surplus for that quarter among our
unitholders and our general partner in the following manner:

e First, 98% to all unitholders, pro rata, and 2% to our general partner, until each unitholder receives a
total of $0.28875 per unit for that quarter (the “first target distribution”);

e Second, 85% to all unitholders, pro rata, 2% to our general partner and 13% to our general partner as the
owner of our incentive distribution rights, until each unitholder receives a total of $0.328125 per unit for
that quarter (the “second target distribution”);

e Third, 75% to all unitholders, pro rata, 2% to our general partner and 23% to our general partner as the
owner of our incentive distribution rights, until each unitholder receives a total of $0.39375 per unit for
that quarter (the “third target distribution”); and

e Thereafter, 50% to all unitholders, pro rata, 2% to our general partner and 48% to our general partner as
the owner of the incentive distribution rights.

In each case, the amount of the target distribution set forth above is exclusive of any distributions to
common unitholders to eliminate any cumulative arrearages in payment of the minimum quarterly distribution.

Percentage Allocations of Available Cash From Operating Surplus

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

Marginal Percentage

Interest
In Distributions
Total Quarterly Incentive
Distribution General Distribution
Target Amount Unitholders Partner Rights
Minimum Quarterly Distribution ................ $0.2625 98% 2% 0%
First Target Distribution ....................... up to $0.28875 98% 2% 0%
Second Target Distribution .. ................... above $0.28875 up to 85% 2% 13%
$0.328125
Third Target Distribution ...................... above $0.328125 up to 75% 2% 23%
$0.39375
Thereafter ........... ... ... ... above $0.39375 50% 2% 48%
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Distributions From Capital Surplus

How Distributions from Capital Surplus will be Made. We will make distributions of available cash from
capital surplus in the following manner:

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

e Second, 98% to our common unitholders, pro rata, and 2% to our general partner, until we distribute for
each common unit that was issued in our initial public offering, an amount of available cash from capital
surplus equal to any unpaid arrearages in payment of the minimum quarterly distribution on the
common units; and

e Thereafter, we will make all distributions of available cash from capital surplus as if they were from
operating surplus.

Effect of a Distribution from Capital Surplus. Our partnership agreement treats a distribution of capital
surplus as the repayment of the unit price from our initial public offering, which is a return of capital. Our initial
public offering price less any distributions of capital surplus per unit is referred to as the unrecovered initial unit
price. Each time a distribution of capital surplus is made, the minimum quarterly distribution and the target
distribution levels will be reduced in the same proportion as the corresponding reduction in the unrecovered
initial unit price. Because distributions of capital surplus will reduce the minimum quarterly distribution, after
any of these distributions are made, it may be easier for our general partner to receive incentive distributions.
However, any distribution of capital surplus before the unrecovered initial unit price is reduced to zero cannot be
applied to the payment of the minimum quarterly distribution or any arrearages.

Once we distribute capital surplus on a unit issued in any offering in an amount equal to the initial unit
price, we will reduce the minimum quarterly distribution and the target distribution levels to zero and we will
make all future distributions from operating surplus, with 50% being paid to unitholders, 48% to the holders of
the incentive distribution rights and 2% to our general partner.

Adjustment to the Minimum Quarterly Distribution and Target Distribution Levels

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

e the minimum quarterly distribution;
e target distribution levels; and

e unrecovered initial unit price.

For example, when we completed the two-for-one split of our common units in April 2005, the minimum
quarterly distribution, the target distribution levels and the unrecovered initial unit price were each reduced to
50% of their initial levels. We will not make any adjustment by reason of the issuance of additional units for cash
or property. The amounts shown in this document reflect this change.

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

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

Manner of Adjustments for Gain. The manner of the adjustment is set forth in our partnership agreement.
We will allocate any gain to the partners in the following manner:

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

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

(1) the unrecovered initial unit price for that common unit; plus

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

e Third, 98% to all unitholders, pro rata, and 2% to our general partner, pro rata, until we allocate under
this paragraph an amount per unit equal to:

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

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in
excess of the minimum quarterly distribution per unit that we distributed 98% to our unitholders, pro rata,
and 2% to our general partner, pro rata, for each quarter of our existence;

e Fourth, 85% to all unitholders, pro rata, 2% to our general partner and 13% to our general partner as the
owner of our incentive distribution rights, until we allocate under this paragraph an amount per unit
equal to:

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

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in
excess of the first target distribution per unit that we distributed 85% to our unitholders, pro rata, and 15%
to our general partner for each quarter of our existence;

e Fifth, 75% to all unitholders, pro rata, 2% to our general partner and 23% to our general partner as the
owner of our incentive distribution rights, until we allocate under this paragraph an amount per unit
equal to:

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

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in
excess of the second target distribution per unit that we distributed 75% to our unitholders, pro rata, 2% to
our general partner and 23% to our general partner as the owner of our incentive distribution rights for each
quarter of our existence;

e Thereafter, 50% to all unitholders, pro rata, 2% to our general partner and 48% to our general partner as
the owner of our incentive distribution rights.
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Manner of Adjustments for Losses. Upon our liquidation, we will generally allocate any loss to our general
partner and our unitholders in the following manner:

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

e Thereafter, 100% to our general partner.

Adjustments to Capital Accounts. We will make adjustments to capital accounts upon the issuance of
additional units. In doing so, we will allocate any unrealized and, for tax purposes, unrecognized gain or loss
resulting from the adjustments to our unitholders and our general partner in the same manner as we allocate gain
or loss upon liquidation. In the event that we make positive adjustments to the capital accounts upon the issuance
of additional units, we will allocate any later negative adjustments to the capital accounts resulting from the
issuance of additional units or upon our liquidation in a manner which results, to the extent possible, in our
general partner’s capital account balance equaling the amount which it would have been if no earlier positive
adjustments to the capital accounts had been made.
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MATERIAL TAX CONSEQUENCES

This section is a summary of the material tax consequences that may be relevant to prospective unitholders
who are individual citizens or residents of the United States and, unless otherwise noted in the following
discussion, is the opinion of Vinson & Elkins L.L.P., counsel to us and our general partner, insofar as it relates to
federal income tax matters. This section is based upon current provisions of the Internal Revenue Code, existing
and proposed regulations and current administrative rulings and court decisions, all of which are subject to
change. Later changes in these authorities may cause the tax consequences to vary substantially from the
consequences described below.

This section does not comment on all federal income tax matters affecting us or our unitholders. Moreover,
the discussion focuses on unitholders who are individual citizens or residents of the United States and has only
limited application to corporations, estates, trusts, nonresident aliens or other unitholders subject to specialized
tax treatment, such as tax-exempt institutions, foreign persons, IRAs, real estate investment trusts (REITs) or
mutual funds. Accordingly, we recommend that each prospective unitholder consult, and depend on, his own tax
advisor in analyzing the federal, state, local and foreign tax consequences particular to him of the ownership or
disposition of common units.

All statements as to matters of law and legal conclusions, but not as to factual matters, contained in this
section, unless otherwise noted, are the opinion of Vinson & Elkins L.L.P. and are based on the accuracy of the
representations we make. An opinion of counsel represents only that counsel’s best legal judgment and does not
bind the IRS or the courts. Accordingly, the opinions and statements made here may not be sustained by a court
if contested by the IRS. Any contest of this sort with the IRS may materially and adversely impact the market for
our common units and the prices at which our common units trade. In addition, the costs of any contest with the
IRS principally legal, accounting and related fees, will result in a reduction in cash available for distribution to
our unitholders and our general partner and thus will be borne directly or indirectly by our unitholders and
general partner. Furthermore, the tax treatment of us, or of an investment in us, may be significantly modified by
future legislative or administrative changes or court decisions. Any modifications may or may not be
retroactively applied.

For the reasons described below, Vinson & Elkins L.L.P. has not rendered an opinion with respect to the
following specific federal income tax issues:

(1) the treatment of a unitholder whose common units are loaned to a short seller to cover a short sale
of common units (please read “—Tax Consequences of Unit Ownership—Treatment of Short Sales”);

(2) whether our monthly convention for allocating taxable income and losses is permitted by existing
Treasury Regulations (please read “—Disposition of Common Units—Allocations Between Transferors and
Transferees™); and

(3) whether our method for depreciating Section 743 adjustments is sustainable in certain cases (please
read “—Tax Consequences of Unit Ownership—Section 754 Election™).

Partnership Status

A partnership is not a taxable entity and incurs no federal income tax liability. Instead, each partner of a
partnership is required to take into account his share of items of income, gain, loss and deduction of the
partnership in computing his federal income tax liability, regardless of whether cash distributions are made to
him by the partnership. Distributions by a partnership to a partner are generally not taxable unless the amount of
cash distributed is in excess of the partner’s adjusted basis in his partnership interest.

Section 7704 of the Internal Revenue Code provides that publicly traded partnerships will, as a general rule,

be taxed as corporations. However, an exception, referred to as the “Qualifying Income Exception,” exists with
respect to publicly traded partnerships of which 90% or more of the gross income for every taxable year consists
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of “qualifying income.” Qualifying income includes income and gains derived from the transportation, storage
and processing of crude oil, natural gas and products thereof and fertilizer. Other types of qualifying income
include interest (other than from a financial business), dividends, gains from the sale of real property and gains
from the sale or other disposition of assets held for the production of income that otherwise constitutes qualifying
income. We estimate that less than 3% of our current gross income is not qualifying income; however, this
estimate could change from time to time. Based upon and subject to this estimate, the factual representations
made by us and our general partner and a review of the applicable legal authorities, Vinson & Elkins L.L.P. is of
the opinion that at least 90% of our current gross income constitutes qualifying income.

The IRS has made no determination as to our status as a partnership for federal income tax purposes.
Instead, we will rely on the opinion of Vinson & Elkins L.L.P. that, based upon the Internal Revenue Code, its
regulations, published revenue rulings and court decisions and the representations described below, we will be
classified as a partnership for federal income tax purposes.

In rendering its opinion, Vinson & Elkins L.L.P. has relied on factual representations made by us and our
general partner. The representations made by us and our general partner upon which counsel has relied are:

(a) Neither we nor our operating partnership has elected or will elect to be treated as a corporation; and

(b) For each taxable year, more than 90% of our gross income has been and will be income that our
counsel has opined or will opine is “qualifying income” within the meaning of Section 7704(d) of the
Internal Revenue Code.

If we fail to meet the Qualifying Income Exception, other than a failure that is determined by the IRS to be
inadvertent and that is cured within a reasonable time after discovery, we will be treated as if we had transferred
all of our assets, subject to liabilities, to a newly formed corporation, on the first day of the year in which we fail
to meet the Qualifying Income Exception, in return for stock in that corporation, and then distributed that stock to
the unitholders in liquidation of their interests in us. This contribution and liquidation should be tax-free to
unitholders and us so long as we, at that time, do not have liabilities in excess of the tax basis of our assets.
Thereafter, we would be treated as a corporation for federal income tax purposes.

If we were taxable as a corporation in any taxable year, either as a result of a failure to meet the Qualifying
Income Exception or otherwise, our items of income, gain, loss and deduction would be reflected only on our tax
return rather than being passed through to our unitholders, and our net income would be taxed to us at corporate
rates. In addition, any distribution made to a unitholder would be treated as either taxable dividend income, to the
extent of our current or accumulated earnings and profits, or, in the absence of earnings and profits, a nontaxable
return of capital, to the extent of the unitholder’s tax basis in his common units, or taxable capital gain, after the
unitholder’s tax basis in his common units is reduced to zero. Accordingly, taxation as a corporation would result
in a material reduction in a unitholder’s cash flow and after-tax return and thus would likely result in a
substantial reduction of the value of our units.

The remainder of this section is based on Vinson & Elkins L.L.P.’s opinion that we will be classified as a
partnership for federal income tax purposes.

Limited Partner Status

Unitholders who have become our limited partners will be treated as our partners for federal income tax
purposes. Also:

(a) assignees who have executed and delivered transfer applications, and are awaiting admission as
limited partners, and

(b) unitholders whose common units are held in street name or by a nominee and who have the right to
direct the nominee in the exercise of all substantive rights attendant to the ownership of their common units,
will be treated as our partners for federal income tax purposes.
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As there is no direct authority addressing assignees of common units who are entitled to execute and deliver
transfer applications and become entitled to direct the exercise of attendant rights, but who fail to execute and
deliver transfer applications, the opinion of Vinson & Elkins L.L.P. does not extend to these persons.
Furthermore, a purchaser or other transferee of common units who does not execute and deliver a transfer
application may not receive some federal income tax information or reports furnished to record holders of
common units unless the common units are held in a nominee or street name account and the nominee or broker
has executed and delivered a transfer application for those common units.

A beneficial owner of common units whose units have been transferred to a short seller to complete a short
sale would appear to lose his status as a partner with respect to those units for federal income tax purposes.
Please read “—Tax Consequences of Unit Ownership—Treatment of Short Sales.”

Income, gain, deductions or losses would not appear to be reportable by a unitholder who is not a partner for
federal income tax purposes, and any cash distributions received by a unitholder who is not a partner for federal
income tax purposes would therefore appear to be fully taxable as ordinary income. These holders are urged to
consult their own tax advisors with respect to their status as our partners for federal income tax purposes.

Tax Consequences of Unit Ownership

Flow-Through of Taxable Income. We will not pay any federal income tax. Instead, each unitholder will be
required to report on his income tax return his share of our income, gains, losses and deductions without regard
to whether corresponding cash distributions are received by him. Consequently, we may allocate income to a
unitholder even if he has not received a cash distribution. Each unitholder will be required to include in income
his allocable share of our income, gains, losses and deductions for our taxable year ending with or within his
taxable year. Our taxable year ends on December 31.

Treatment of Distributions. Distributions by us to a unitholder generally will not be taxable to the unitholder
for federal income tax purposes to the extent of his tax basis in his common units immediately before the
distribution. Our cash distributions in excess of a unitholder’s tax basis generally will be considered to be a gain
from the sale or exchange of the common units, taxable in accordance with the rules described under
“—Disposition of Common Units” below. Any reduction in a unitholder’s share of our liabilities for which no
partner, including the general partner, bears the economic risk of loss, known as “nonrecourse liabilities,” will be
treated as a distribution of cash to that unitholder. To the extent our distributions cause a unitholder’s “at risk”
amount to be less than zero at the end of any taxable year, he must recapture any losses deducted in previous
years. Please read “Limitations on Deductibility of Losses.”

A decrease in a unitholder’s percentage interest in us because of our issuance of additional common units
will decrease his share of our nonrecourse liabilities, and thus will result in a corresponding deemed distribution
of cash. A non-pro rata distribution of money or property may result in ordinary income to a unitholder,
regardless of his tax basis in his common units, if the distribution reduces the unitholder’s share of our
“unrealized receivables,” including depreciation recapture, and/or substantially appreciated “inventory items,”
both as defined in the Internal Revenue Code, and collectively, “Section 751 Assets.” To that extent, he will be
treated as having been distributed his proportionate share of the Section 751 Assets and having exchanged those
assets with us in return for the non-pro rata portion of the actual distribution made to him. This latter deemed
exchange will generally result in the unitholder’s realization of ordinary income, that will equal the excess of
(1) the non-pro rata portion of that distribution over (2) the unitholder’s tax basis for the share of Section 751
Assets deemed relinquished in the exchange.

Basis of Common Units. A unitholder’s initial tax basis for his common units will be the amount he paid for
the common units plus his share of our nonrecourse liabilities. That basis will be increased by his share of our
income and by any increases in his share of our nonrecourse liabilities. That basis will be decreased, but not
below zero, by distributions from us, by the unitholder’s share of our losses, by any decreases in his share of our
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nonrecourse liabilities and by his share of our expenditures that are not deductible in computing taxable income
and are not required to be capitalized. A unitholder will have no share of our debt which is recourse to our
general partner, but will have a share, generally based on his share of profits, of our nonrecourse liabilities.
Please read “—Disposition of Common Units—Recognition of Gain or Loss.”

Limitations on Deductibility of Losses. The deduction by a unitholder of his share of our losses will be
limited to the tax basis in his units and, in the case of an individual unitholder or a corporate unitholder, if more
than 50% of the value of the corporate unitholder’s stock is owned directly or indirectly by five or fewer
individuals or some tax-exempt organizations, to the amount for which the unitholder is considered to be “at
risk” with respect to our activities, if that is less than his tax basis. A unitholder must recapture losses deducted in
previous years to the extent that distributions cause his at risk amount to be less than zero at the end of any
taxable year. Losses disallowed to a unitholder or recaptured as a result of these limitations will carry forward
and will be allowable to the extent that his tax basis or at risk amount, whichever is the limiting factor, is
subsequently increased. Upon the taxable disposition of a unit, any gain recognized by a unitholder can be offset
by losses that were previously suspended by the at risk limitation but may not be offset by losses suspended by
the basis limitation. Any excess loss above that gain previously suspended by the at risk or basis limitations is no
longer utilizable.

In general, a unitholder will be at risk to the extent of the tax basis of his units, excluding any portion of that
basis attributable to his share of our nonrecourse liabilities, reduced by any amount of money he borrows to
acquire or hold his units, if the lender of those borrowed funds owns an interest in us, is related to the unitholder
or can look only to the units for repayment. A unitholder’s at risk amount will increase or decrease as the tax
basis of the unitholder’s units increases or decreases, other than tax basis increases or decreases attributable to
increases or decreases in his share of our nonrecourse liabilities.

The passive loss limitations generally provide that individuals, estates, trusts and some closely-held
corporations and personal service corporations can deduct losses from passive activities, which are generally
trade or business activities in which the taxpayer does not materially participate, only to the extent of the
taxpayer’s income from those passive activities. The passive loss limitations are applied separately with respect
to each publicly traded partnership. Consequently, any losses we generate will only be available to offset our
passive income generated in the future and will not be available to offset income from other passive activities or
investments, including our investments or investments in other publicly traded partnerships, or salary or active
business income. Passive losses that are not deductible because they exceed a unitholder’s share of income we
generate may be deducted in full when he disposes of his entire investment in us in a fully taxable transaction
with an unrelated party. The passive activity loss rules are applied after other applicable limitations on
deductions, including the at risk rules and the basis limitation.

A unitholder’s share of our net income may be offset by any of our suspended passive losses, but it may not
be offset by any other current or carryover losses from other passive activities, including those attributable to
other publicly traded partnerships.

Limitations on Interest Deductions. The deductibility of a non-corporate taxpayer’s “investment interest
expense” is generally limited to the amount of that taxpayer’s “net investment income.” Investment interest
expense includes:

e interest on indebtedness properly allocable to property held for investment;
* our interest expense attributed to portfolio income; and
e the portion of interest expense incurred to purchase or carry an interest in a passive activity to the extent

attributable to portfolio income.

The computation of a unitholder’s investment interest expense will take into account interest on any margin
account borrowing or other loan incurred to purchase or carry a unit. Net investment income includes gross
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income from property held for investment and amounts treated as portfolio income under the passive loss rules,
less deductible expenses, other than interest, directly connected with the production of investment income, but
generally does not include gains attributable to the disposition of property held for investment. The IRS has
indicated that net passive income from a publicly traded partnership will be treated as investment income to its
unitholders for purposes of the limitations on the deductibility of investment interest. In addition, the unitholder’s
share of our portfolio income will be treated as investment income.

Entity-Level Collections. If we are required or elect under applicable law to pay any federal, state or local
income tax on behalf of any unitholder, the general partner or any former unitholder, we are authorized to pay
those taxes from our funds. That payment, if made, will be treated as a distribution of cash to the partner on
whose behalf the payment was made. If the payment is made on behalf of a person whose identity cannot be
determined, we are authorized to treat the payment as a distribution to all current unitholders. We are authorized
to amend the partnership agreement in the manner necessary to maintain uniformity of intrinsic tax
characteristics of units and to adjust later distributions, so that after giving effect to these distributions, the
priority and characterization of distributions otherwise applicable under the partnership agreement is maintained
as nearly as is practicable. Payments by us as described above could give rise to an overpayment of tax on behalf
of an individual partner in which event the partner would be required to file a claim in order to obtain a credit or
refund.

Allocation of Income, Gain, Loss and Deduction. In general, if we have a net profit, our items of income,
gain, loss and deduction will be allocated among our general partner and unitholders in accordance with their
percentage interests in us. At any time that incentive distributions are made to the general partner, gross income
will be allocated to the recipients to the extent of these distributions. If we have a net loss for the entire year, that
loss will be allocated first to the general partner and the unitholders in accordance with their percentage interests
in us to the extent of their positive capital accounts and, second, to the general partner.

Specified items of our income, gain, loss and deduction will be allocated to account for the difference
between the tax basis and fair market value of our assets at the time of an offering, referred to in this discussion
as “Contributed Property.” The effect of these allocations to a unitholder purchasing common units in our
offering will be essentially the same as if the tax basis of our assets were equal to their fair market value at the
time of the offering. In addition, items of recapture income will be allocated to the extent possible to the partner
who was allocated the deduction giving rise to the treatment of that gain as recapture income in order to
minimize the recognition of ordinary income by some unitholders. Finally, although we do not expect that our
operations will result in the creation of negative capital accounts, if negative capital accounts nevertheless result,
items of our income and gain will be allocated in an amount and manner to eliminate the negative balance as
quickly as possible.

An allocation of items of our income, gain, loss or deduction, other than an allocation required by the
Internal Revenue Code to eliminate the difference between a partner’s “book” capital account, credited with the
fair market value of Contributed Property, and “tax” capital account, credited with the tax basis of Contributed
Property, referred to in this discussion as the “Book-Tax Disparity,” will generally be given effect for federal
income tax purposes in determining a partner’s share of an item of income, gain, loss or deduction only if the
allocation has substantial economic effect. In any other case, a partner’s share of an item will be determined on
the basis of his interest in us, which will be determined by taking into account all the facts and circumstances,
including his relative contributions to us, the interests of all the partners in profits and losses, the interest of all
the partners in cash flow and other nonliquidating distributions and rights of all the partners to distributions of
capital upon liquidation.

Vinson & Elkins L.L.P. is of the opinion that, with the exception of the issues described in “—Tax
Consequences of Unit Ownership—Section 754 Election” and “—Disposition of Common Units—Allocations
Between Transferors and Transferees,” allocations under our partnership agreement will be given effect for
federal income tax purposes in determining a partner’s share of an item of income, gain, loss or deduction.
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Treatment of Short Sales. A unitholder whose units are loaned to a “short seller” to cover a short sale of
units may be considered as having disposed of those units. If so, he would no longer be treated as a partner with
respect to those units during the period of the loan and may recognize gain or loss from the disposition. As a
result, during this period:

e any of our income, gain, loss or deduction with respect to those units would not be reportable by the
unitholder;

e any cash distributions received by the unitholder as to those units would be fully taxable; and

e all of these distributions would appear to be ordinary income.

Vinson & Elkins L.L.P. has not rendered an opinion regarding the treatment of a unitholder where common
units are loaned to a short seller to cover a short sale of common units; therefore, unitholders desiring to assure
their status as partners and avoid the risk of gain recognition from a loan to a short seller should modify any
applicable brokerage account agreements to prohibit their brokers from borrowing their units. The IRS has
announced that it is actively studying issues relating to the tax treatment of short sales of partnership interests.
Please also read “—Disposition of Common Units—Recognition of Gain or Loss.”

Alternative Minimum Tax. Each unitholder will be required to take into account his distributive share of any
items of our income, gain, loss or deduction for purposes of the alternative minimum tax. The current minimum
tax rate for noncorporate taxpayers is 26% on the first $175,000 of alternative minimum taxable income in excess
of the exemption amount and 28% on any additional alternative minimum taxable income. Prospective
unitholders are urged to consult with their tax advisors as to the impact of an investment in units on their liability
for the alternative minimum tax.

Tax Rates. In general, the highest effective United States federal income tax rate for individuals currently is
35% and the maximum United States federal income tax rate for net capital gains of an individual currently is
15% if the asset disposed of was held for more than twelve months at the time of disposition.

Section 754 Election. We have made the election permitted by Section 754 of the Internal Revenue Code.
That election is irrevocable without the consent of the IRS. The election will generally permit us to adjust a
common unit purchaser’s tax basis in our assets, or inside basis, under Section 743(b) of the Internal Revenue
Code to reflect his purchase price. This election does not apply to a person who purchases common units directly
from us. The Section 743(b) adjustment belongs to the purchaser and not to other partners. For purposes of this
discussion, a partner’s inside basis in our assets will be considered to have two components: (1) his share of our
tax basis in our assets, or common basis, and (2) his Section 743(b) adjustment to that basis.

Where the remedial allocation method is adopted (which we have adopted), the Treasury Regulations under
Section 743 of the Internal Revenue Code require a portion of the Section 743(b) adjustment that is attributable
to recovery property to be depreciated over the remaining cost recovery period for the Section 704(c) built-in
gain. Under Treasury Regulation Section 1.167(c)-1(a)(6), a Section 743(b) adjustment attributable to property
subject to depreciation under Section 167 of the Internal Revenue Code rather than cost recovery deductions
under Section 168 is generally required to be depreciated using either the straight-line method or the 150%
declining balance method. Under our partnership agreement, the general partner is authorized to take a position
to preserve the uniformity of units even if that position is not consistent with these Treasury Regulations. Please
read “—Uniformity of Units.”

Although Vinson & Elkins L.L.P. is unable to opine as to the validity of this approach because there is no
clear authority on this issue, we intend to depreciate the portion of a Section 743(b) adjustment attributable to
unrealized appreciation in the value of Contributed Property, to the extent of any unamortized Book-Tax
Disparity, using a rate of depreciation or amortization derived from the depreciation or amortization method and
useful life applied to the common basis of the property, or treat that portion as non-amortizable to the extent
attributable to property the common basis of which is not amortizable. This method is consistent with the
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regulations under Section 743 but is arguably inconsistent with Treasury Regulation Section 1.167(c)-1(a)(6),
which is not expected to directly apply to a material portion of our assets. To the extent this Section 743(b)
adjustment is attributable to appreciation in value in excess of the unamortized Book-Tax Disparity, we will
apply the rules described in the Treasury Regulations and legislative history. If we determine that this position
cannot reasonably be taken, we may take a depreciation or amortization position under which all purchasers
acquiring units in the same month would receive depreciation or amortization, whether attributable to common
basis or a Section 743(b) adjustment, based upon the same applicable rate as if they had purchased a direct
interest in our assets. This kind of aggregate approach may result in lower annual depreciation or amortization
deductions than would otherwise be allowable to some unitholders. Please read “—Uniformity of Units.”

A Section 754 election is advantageous if the transferee’s tax basis in his units is higher than the units’ share
of the aggregate tax basis of our assets immediately prior to the transfer. In that case, as a result of the election,
the transferee would have, among other items, a greater amount of depreciation and depletion deductions and his
share of any gain or loss on a sale of our assets would be less. Conversely, a Section 754 election is
disadvantageous if the transferee’s tax basis in his units is lower than those units’ share of the aggregate tax basis
of our assets immediately prior to the transfer. Thus, the fair market value of the units may be affected either
favorably or unfavorably by the election. A basis adjustment is required regardless of whether a Section 754
election is made in the case of a transfer of an interest in us if we have a substantial built—in loss immediately
after the transfer, or if we distribute property and have a substantial basis reduction. Generally a built—in loss or a
basis reduction is substantial if it exceeds $250,000.

The calculations involved in the Section 754 election are complex and will be made on the basis of
assumptions as to the value of our assets and other matters. For example, the allocation of the Section 743(b)
adjustment among our assets must be made in accordance with the Internal Revenue Code. The IRS could seek to
reallocate some or all of any Section 743(b) adjustment we allocated to our tangible assets to goodwill instead.
Goodwill, as an intangible asset, is generally amortizable over a longer period of time or under a less accelerated
method than our tangible assets. We cannot assure you that the determinations we make will not be successfully
challenged by the IRS and that the deductions resulting from them will not be reduced or disallowed altogether.
Should the IRS require a different basis adjustment to be made, and should, in our opinion, the expense of
compliance exceed the benefit of the election, we may seek permission from the IRS to revoke our Section 754
election. If permission is granted, a subsequent purchaser of units may be allocated more income than he would
have been allocated had the election not been revoked.

Tax Treatment of Operations

Accounting Method and Taxable Year. We use the year ending December 31 as our taxable year and the
accrual method of accounting for federal income tax purposes. Each unitholder will be required to include in
income his share of our income, gain, loss and deduction for our taxable year ending within or with his taxable
year. In addition, a unitholder who has a taxable year ending on a date other than December 31 and who disposes
of all of his units following the close of our taxable year but before the close of his taxable year must include his
share of our income, gain, loss and deduction in income for his taxable year, with the result that he will be
required to include in income for his taxable year his share of more than one year of our income, gain, loss and
deduction. Please read “—Disposition of Common Units—Allocations Between Transferors and Transferees.”

Tax Basis, Depreciation and Amortization. The tax basis of our assets will be used for purposes of
computing depreciation and cost recovery deductions and, ultimately, gain or loss on the disposition of these
assets. The federal income tax burden associated with the difference between the fair market value of our assets
and their tax basis immediately prior to an offering will be borne by the general partner, its affiliates and our
other unitholders as of that time. Please read “—Tax Consequences of Unit Ownership—Allocation of Income,
Gain, Loss and Deduction.”

To the extent allowable, we may elect to use the depreciation and cost recovery methods that will result in
the largest deductions being taken in the early years after assets are placed in service. We were not entitled to any
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amortization deductions with respect to any goodwill conveyed to us on formation. Property we subsequently
acquire or construct may be depreciated using accelerated methods permitted by the Internal Revenue Code.

If we dispose of depreciable property by sale, foreclosure, or otherwise, all or a portion of any gain,
determined by reference to the amount of depreciation previously deducted and the nature of the property, may
be subject to the recapture rules and taxed as ordinary income rather than capital gain. Similarly, a partner who
has taken cost recovery or depreciation deductions with respect to property we own will likely be required to
recapture some or all of those deductions as ordinary income upon a sale of his interest in us. Please read “—Tax
Consequences of Unit Ownership—Allocation of Income, Gain, Loss and Deduction” and “—Disposition of
Common Units—Recognition of Gain or Loss.”

The costs incurred in selling our units, or syndication expenses, must be capitalized and cannot be deducted
currently, ratably or upon our termination. There are uncertainties regarding the classification of costs as
organization expenses, which we may amortize, and as syndication expenses, which we may not amortize. The
underwriting discounts and commissions we incur will be treated as syndication expenses.

Valuation and Tax Basis of Our Properties. The federal income tax consequences of the ownership and
disposition of our units will depend in part on our estimates of the relative fair market values, and the tax bases,
of our assets. Although we may from time to time consult with professional appraisers regarding valuation
matters, we will make many of the relative fair market value estimates ourselves. These estimates and
determinations of basis are subject to challenge and will not be binding on the IRS or the courts. If the estimates
of fair market value or basis are later found to be incorrect, the character and amount of items of income, gain,
loss or deductions previously reported by unitholders might change, and unitholders might be required to adjust
their tax liability for prior years and incur interest and penalties with respect to those adjustments.

Disposition of Common Units

Recognition of Gain or Loss. Gain or loss will be recognized on a sale of units equal to the difference
between the amount realized and the unitholder’s tax basis for the units sold. A unitholder’s amount realized will
be measured by the sum of the cash or the fair market value of other property he receives plus his share of our
nonrecourse liabilities. Because the amount realized includes a unitholder’s share of our nonrecourse liabilities,
the gain recognized on the sale of units could result in a tax liability in excess of any cash received from the sale.

Prior distributions from us in excess of cumulative net taxable income for a common unit that decreased a
unitholder’s tax basis in that common unit will, in effect, become taxable income if the common unit is sold at a
price greater than the unitholder’s tax basis in that common unit, even if the price received is less than his
original cost.

Except as noted below, gain or loss recognized by a unitholder, other than a “dealer” in units, on the sale or
exchange of a unit held for more than one year will generally be taxable as capital gain or loss. Capital gain
recognized by an individual on the sale of units held more than twelve months will generally be taxed at a
maximum rate of 15%. A portion of this gain or loss, which will likely be substantial, however, will be separately
computed and taxed as ordinary income or loss under Section 751 of the Internal Revenue Code to the extent
attributable to assets giving rise to depreciation recapture or other “unrealized receivables” or to “inventory
items” we own. The term “unrealized receivables” includes potential recapture items, including depreciation
recapture. Ordinary income attributable to unrealized receivables, inventory items and depreciation recapture
may exceed net taxable gain realized upon the sale of a unit and may be recognized even if there is a net taxable
loss realized on the sale of a unit. Thus, a unitholder may recognize both ordinary income and a capital loss upon
a sale of units. Net capital loss may offset capital gains and no more than $3,000 of ordinary income, in the case
of individuals, and may only be used to offset capital gain in the case of corporations.

The IRS has ruled that a partner who acquires interests in a partnership in separate transactions must
combine those interests and maintain a single adjusted tax basis for all those interests. Upon a sale or other
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disposition of less than all of those interests, a portion of that tax basis must be allocated to the interests sold
using an “‘equitable apportionment” method, which generally means that the tax basis allocated to the interest
sold equals an amount that bears the same relation to the partner’s tax basis in his entire interest in the
partnership as the value of the interest sold bears to the value of the partner’s entire interest in the partnership.
Treasury Regulations under Section 1223 of the Internal Revenue Code allow a selling unitholder who can
identify common units transferred with an ascertainable holding period to elect to use the actual holding period
of the common units transferred. Thus, according to the ruling, a common unitholder will be unable to select high
or low basis common units to sell as would be the case with corporate stock, but, according to the regulations,
may designate specific common units sold for purposes of determining the holding period of units transferred. A
unitholder electing to use the actual holding period of common units transferred must consistently use that
identification method for all subsequent sales or exchanges of common units. A unitholder considering the
purchase of additional units or a sale of common units purchased in separate transactions is urged to consult his
tax advisor as to the possible consequences of this ruling and application of the Treasury regulations.

Specific provisions of the Internal Revenue Code affect the taxation of some financial products and
securities, including partnership interests, by treating a taxpayer as having sold an “appreciated” partnership
interest, one in which gain would be recognized if it were sold, assigned or terminated at its fair market value, if
the taxpayer or related persons enter(s) into:

e ashort sale;
e an offsetting notional principal contract; or

e afutures or forward contract with respect to the partnership interest or substantially identical property.

Moreover, if a taxpayer has previously entered into a short sale, an offsetting notional principal contract or a
futures or forward contract with respect to the partnership interest, the taxpayer will be treated as having sold that
position if the taxpayer or a related person then acquires the partnership interest or substantially identical
property. The Secretary of the Treasury is also authorized to issue regulations that treat a taxpayer that enters into
transactions or positions that have substantially the same effect as the preceding transactions as having
constructively sold the financial position.

Allocations Between Transferors and Transferees. In general, our taxable income and losses will be
determined annually, will be prorated on a monthly basis and will be subsequently apportioned among the
unitholders in proportion to the number of units owned by each of them as of the opening of the applicable
exchange on the first business day of the month, or Allocation Date. However, gain or loss realized on a sale or
other disposition of our assets other than in the ordinary course of business will be allocated among the
unitholders on the Allocation Date in the month in which that gain or loss is recognized. As a result, a unitholder
transferring units may be allocated income, gain, loss and deduction realized after the date of transfer.

The use of this method may not be permitted under existing Treasury Regulations. Accordingly, Vinson &
Elkins L.L.P. is unable to opine on the validity of this method of allocating income and deductions between
unitholders. If this method is not allowed under the Treasury Regulations, or only applies to transfers of less than
all of the unitholder’s interest, our taxable income or losses might be reallocated among the unitholders. We are
authorized to revise our method of allocation between unitholders, as well as unitholders whose interests vary
during a taxable year, to conform to a method permitted under future Treasury Regulations.

A unitholder who owns units at any time during a quarter and who disposes of them prior to the record date
set for a cash distribution for that quarter will be allocated items of our income, gain, loss and deductions
attributable to that quarter but will not be entitled to receive that cash distribution.

Notification Requirements. A unitholder who sells any of his units is generally required to notify us in

writing of that sale within 30 days after the sale (or, if earlier, January 15 of the year following the sale). A
purchaser of units who purchases units from another unitholder is also generally required to notify us in writing
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of that purchase within 30 days after the purchase. Upon receiving such notifications, we are required to notify
the IRS of that transaction and to furnish specified information to the transferor and transferee. Failure to notify
us of a purchase may, in some cases, lead to the imposition of penalties. However, these reporting requirements
do not apply to a sale by an individual who is a citizen of the United States and who effects the sale or exchange
through a broker who will satisfy such requirements.

Constructive Termination. We will be considered to have been terminated for tax purposes if there is a sale
or exchange of 50% or more of the total interests in our capital and profits within a twelve-month period. A
constructive termination results in the closing of our taxable year for all unitholders. In the case of a unitholder
reporting on a taxable year other than a fiscal year ending December 31, the closing of our taxable year may
result in more than twelve months of our taxable income or loss being includable in his taxable income for the
year of termination. We would be required to make new tax elections after a termination, including a new
election under Section 754 of the Internal Revenue Code, and a termination would result in a deferral of our
deductions for depreciation. A termination could also result in penalties if we were unable to determine that the
termination had occurred. Moreover, a termination might either accelerate the application of, or subject us to, any
tax legislation enacted before the termination.

Uniformity of Units

Because we cannot match transferors and transferees of units, we must maintain uniformity of the economic
and tax characteristics of the units to a purchaser of these units. In the absence of uniformity, we may be unable
to completely comply with a number of federal income tax requirements, both statutory and regulatory. A lack of
uniformity can result from a literal application of Treasury Regulation Section 1.167(c)-1(a)(6). Any
non-uniformity could have a negative impact on the value of our units. Please read “—Tax Consequences of Unit
Ownership—Section 754 Election.”

We intend to depreciate the portion of a Section 743(b) adjustment attributable to unrealized appreciation in
the value of Contributed Property, to the extent of any unamortized Book-Tax Disparity, using a rate of
depreciation or amortization derived from the depreciation or amortization method and useful life applied to the
common basis of that property, or treat that portion as nonamortizable, to the extent attributable to property the
common basis of which is not amortizable, consistent with the regulations under Section 743, even though that
position may be inconsistent with Treasury Regulation Section 1.167(c)-1(a)(6) which is not expected to directly
apply to a material portion of our assets. Please read “—Tax Consequences of Unit Ownership—Section 754
Election.” To the extent that the Section 743(b) adjustment is attributable to appreciation in value in excess of the
unamortized Book-Tax Disparity, we will apply the rules described in the Treasury Regulations and legislative
history. If we determine that this position cannot reasonably be taken, we may adopt a depreciation and
amortization position under which all purchasers acquiring units in the same month would receive depreciation
and amortization deductions, whether attributable to a common basis or Section 743(b) adjustment, based upon
the same applicable rate as if they had purchased a direct interest in our property. If this position is adopted, it
may result in lower annual depreciation and amortization deductions than would otherwise be allowable to some
unitholders and risk the loss of depreciation and amortization deductions not taken in the year that these
deductions are otherwise allowable. This position will not be adopted if we determine that the loss of
depreciation and amortization deductions will have a material adverse effect on our unitholders. If we choose not
to utilize this aggregate method, we may use any other reasonable depreciation and amortization method to
preserve the uniformity of the intrinsic tax characteristics of any units that would not have a material adverse
effect on our unitholders. The IRS may challenge any method of depreciating the Section 743(b) adjustment
described in this paragraph. If this challenge were sustained, the uniformity of units might be affected, and the
gain from the sale of units might be increased without the benefit of additional deductions. Please read
“—Disposition of Common Units—Recognition of Gain or Loss.”
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Tax-Exempt Organizations and Other Investors

Ownership of units by employee benefit plans, other tax-exempt organizations, non-resident aliens, foreign
corporations, and other foreign persons raises issues unique to those investors and, as described below, may have
substantially adverse tax consequences to them.

Employee benefit plans and most other organizations exempt from federal income tax, including IRAs and
other retirement plans, are subject to federal income tax on unrelated business taxable income. Virtually all of
our income allocated to a unitholder which is a tax-exempt organization will be unrelated business taxable
income and will be taxable to them.

Non-resident aliens and foreign corporations, trusts or estates that own units will be considered to be
engaged in business in the United States because of the ownership of units. As a consequence, they will be
required to file federal tax returns to report their share of our income, gain, loss or deduction and pay federal
income tax at regular rates on their share of our net income or gain. Moreover, under rules applicable to publicly
traded partnerships, we will withhold, at the highest applicable effective tax rate from cash distributions made
quarterly to foreign unitholders. Each foreign unitholder must obtain a taxpayer identification number from the
IRS and submit that number to our transfer agent on a Form W-8BEN or applicable substitute form in order to
obtain credit for these withholding taxes. A change in applicable law may require us to change these procedures.

In addition, because a foreign corporation that owns units will be treated as engaged in a United States trade
or business, that corporation may be subject to the United States branch profits tax at a rate of 30%, in addition to
regular federal income tax, on its share of our income and gain, as adjusted for changes in the foreign
corporation’s “U.S. net equity,” which is effectively connected with the conduct of a United States trade or
business. That tax may be reduced or eliminated by an income tax treaty between the United States and the
country in which the foreign corporate unitholder is a “qualified resident.” In addition, this type of unitholder is
subject to special information reporting requirements under Section 6038C of the Internal Revenue Code.

Under a ruling of the IRS, a foreign unitholder who sells or otherwise disposes of a unit will be subject to
federal income tax on gain realized on the sale or disposition of that unit to the extent that this gain is effectively
connected with a United States trade or business of the foreign unitholder. Apart from the ruling, a foreign
unitholder will not be taxed or subject to withholding upon the sale or disposition of a unit if he has owned less
than 5% in value of the units during the five-year period ending on the date of the disposition and if the units are
regularly traded on an established securities market at the time of the sale or disposition.

Administrative Matters

Information Returns and Audit Procedures. We intend to furnish to each unitholder, within 90 days after the
close of each calendar year, specific tax information, including a Schedule K-1, which describes his share of our
income, gain, loss and deduction for our preceding taxable year. In preparing this information, which will not be
reviewed by counsel, we will take various accounting and reporting positions, some of which have been
mentioned earlier, to determine each unitholder’s share of income, gain, loss and deduction. We cannot assure
you that those positions will yield a result that conforms to the requirements of the Internal Revenue Code,
Treasury Regulations or administrative interpretations of the IRS. Neither we nor counsel can assure prospective
unitholders that the IRS will not successfully contend in court that those positions are impermissible. Any
challenge by the IRS could negatively affect the value of our units.

The IRS may audit our federal income tax information returns. Adjustments resulting from an IRS audit
may require each unitholder to adjust a prior year’s tax liability and possibly may result in an audit of his own
return. Any audit of a unitholder’s return could result in adjustments not related to our returns as well as those
related to our returns.
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Partnerships generally are treated as separate entities for purposes of federal tax audits, judicial review of
administrative adjustments by the IRS and tax settlement proceedings. The tax treatment of partnership items of
income, gain, loss and deduction are determined in a partnership proceeding rather than in separate proceedings
with the partners. The Internal Revenue Code requires that one partner be designated as the “Tax Matters
Partner” for these purposes. The partnership agreement names our general partner, Magellan GP, LLC, as our
Tax Matters Partner.

The Tax Matters Partner will make some elections on our behalf and on behalf of unitholders. In addition,
the Tax Matters Partner can extend the statute of limitations for assessment of tax deficiencies against unitholders
for items in our returns. The Tax Matters Partner may bind a unitholder with less than a 1% profits interest in us
to a settlement with the IRS unless that unitholder elects, by filing a statement with the IRS, not to give that
authority to the Tax Matters Partner. The Tax Matters Partner may seek judicial review, by which all the
unitholders are bound, of a final partnership administrative adjustment and, if the Tax Matters Partner fails to
seek judicial review, judicial review may be sought by any unitholder having at least a 1% interest in profits or
by any group of unitholders having in the aggregate at least a 5% interest in profits. However, only one action for
judicial review will go forward, and each unitholder with an interest in the outcome may participate.

A unitholder must file a statement with the IRS identifying the treatment of any item on his federal income
tax return that is not consistent with the treatment of the item on our return. Intentional or negligent disregard of
this consistency requirement may subject a unitholder to substantial penalties.

Nominee Reporting. Persons who hold an interest in us as a nominee for another person are required to
furnish to us:

(a) the name, address and taxpayer identification number of the beneficial owner and the nominee;
(b) whether the beneficial owner is
(1) a person that is not a United States person,

(2) a foreign government, an international organization or any wholly owned agency or
instrumentality of either of the foregoing, or

(3) a tax-exempt entity;
(c) the amount and description of units held, acquired or transferred for the beneficial owner; and

(d) specific information including the dates of acquisitions and transfers, means of acquisitions and
transfers, acquisition cost for purchases and the amount of net proceeds from sales.

Brokers and financial institutions are required to furnish additional information, including whether they are
United States persons and specific information on units they acquire, hold or transfer for their own account. A
penalty of $50 per failure, up to a maximum of $100,000 per calendar year, is imposed by the Internal Revenue
Code for failure to report that information to us. The nominee is required to supply the beneficial owner of the
units with the information furnished to us.

Accuracy-Related Penalties. An additional tax equal to 20% of the amount of any portion of an
underpayment of tax that is attributable to one or more specified causes, including negligence or disregard of
rules or regulations, substantial understatements of income tax and substantial valuation misstatements, is
imposed by the Internal Revenue Code. No penalty will be imposed, however, for any portion of an
underpayment if it is shown that there was a reasonable cause for that portion and that the taxpayer acted in good
faith regarding that portion.

For individuals, a substantial understatement of income tax in any taxable year exists if the amount of the
understatement exceeds the greater of 10% of the tax required to be shown on the return for the taxable year or
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$5,000. The amount of any understatement subject to penalty generally is reduced if any portion is attributable to
a position adopted on the return:

(1) for which there is, or was, “substantial authority;” or

(2) as to which there is a reasonable basis and the pertinent facts of that position are disclosed on the
return.

If any item of income, gain, loss or deduction included in the distributive shares of unitholders might result
in that kind of an “understatement” of income for which no “substantial authority” exists, we must disclose the
pertinent facts on our return. In addition, we will make a reasonable effort to furnish sufficient information for
unitholders to make adequate disclosure on their returns and to take other actions as may be appropriate to permit
unitholders to avoid liability for this penalty. More stringent rules apply to “tax shelters,” a term that in this
context does not appear to include us.

A substantial valuation misstatement exists if the value of any property, or the adjusted basis of any
property, claimed on a tax return is 200% or more of the amount determined to be the correct amount of the
valuation or adjusted basis. No penalty is imposed unless the portion of the underpayment attributable to a
substantial valuation misstatement exceeds $5,000 ($10,000 for most corporations). If the valuation claimed on a
return is 400% or more than the correct valuation, the penalty imposed increases to 40%.

Reportable Transactions

If we were to engage in a “reportable transaction,” we (and possibly you and others) would be required to
make a detailed disclosure of the transaction to the IRS. A transaction may be a reportable transaction based
upon any of several factors, including the fact that it is a type of tax avoidance transaction publicly identified by
the IRS as a “listed transaction” or that it produces certain kinds of losses in excess of $2 million. Our
participation in a reportable transaction could increase the likelihood that our federal income tax information
return (and possibly your tax return) would be audited by the IRS. Please read “—Information Returns and Audit
Procedures” above.

Moreover, if we were to participate in a listed transaction or a reportable transaction (other than a listed
transaction) with a significant purpose to avoid or evade tax, you could be subject to the following provisions of
the American Jobs Creation Act of 2004:

e accuracy-related penalties with a broader scope, significantly narrower exceptions and potentially
greater amounts than described above at “—Accuracy-Related Penalties;”

e for those persons otherwise entitled to deduct interest on federal tax deficiencies, nondeductibility of
interest on any resulting tax liability; and

e in the case of a listed transaction, an extended statute of limitations.

We do not expect to engage in any reportable transactions.

State, Local and Other Tax Considerations

In addition to federal income taxes, you will be subject to other taxes, including state and local income
taxes, unincorporated business taxes, and estate, inheritance or intangible taxes that may be imposed by the
various jurisdictions in which we do business or own property or in which you are a resident. We currently do
business or own property in 22 states, most of which impose income taxes. We may also own property or do
business in other states in the future. Although an analysis of those various taxes is not presented here, each
prospective unitholder is urged to consider their potential impact on his investment in us. You may not be
required to file a return and pay taxes in some states because your income from that state falls below the filing
and payment requirement. You will be required, however, to file state income tax returns and to pay state income
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taxes in many of the states in which we do business or own property, and you may be subject to penalties for
failure to comply with those requirements. In some states, tax losses may not produce a tax benefit in the year
incurred and also may not be available to offset income in subsequent taxable years. Some of the states may
require us, or we may elect, to withhold a percentage of income from amounts to be distributed to a unitholder
who is not a resident of the state. Withholding, the amount of which may be greater or less than a particular
unitholder’s income tax liability to the state, generally does not relieve a nonresident unitholder from the
obligation to file an income tax return. Amounts withheld may be treated as if distributed to unitholders for
purposes of determining the amounts distributed by us. Please read “—Tax Consequences of Unit Ownership—
Entity-Level Collections.” Based on current law and our estimate of our future operations, our general partner
anticipates that any amounts required to be withheld will not be material.

It is the responsibility of each unitholder to investigate the legal and tax consequences, under the laws
of pertinent states and localities, of his investment in us. Accordingly, we strongly recommend that each
prospective unitholder consult, and depend upon, his own tax counsel or other advisor with regard to those
matters. Further, it is the responsibility of each unitholder to file all state and local, as well as United
States federal income tax returns, that may be required of him. Vinson & Elkins L.L.P. has not rendered
an opinion on the state or local tax consequences of an investment in us.
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LEGAL MATTERS

In connection with particular offerings of the securities in the future, and if stated in the applicable
prospectus supplement, the validity of those securities may be passed upon for us by Vinson & Elkins L.L.P. and
for any underwriters or agents by counsel named in the applicable prospectus supplement.

EXPERTS

The consolidated financial statements of Magellan Midstream Partners, L.P. appearing in Magellan
Midstream Partners, L.P.’s Annual Report (Form 10-K) for the year ended December 31, 2005, and Magellan
Midstream Partners, L.P.’s management’s assessment of the effectiveness of internal control over financial
reporting as of December 31, 2005 included therein, have been audited by Ernst & Young LLP, independent
registered public accounting firm, as set forth in their reports thereon, included therein, and incorporated herein
by reference. Such consolidated financial statements and management’s assessment are incorporated herein by
reference in reliance upon such reports given on the authority of such firm as experts in accounting and auditing.

The consolidated balance sheets of Magellan GP, LLC, appearing in Magellan Midstream Partners, L.P.’s
Annual Report (Form 10-K) for the year ended December 31, 2005, have been audited by Ernst & Young LLP,
independent registered public accounting firm, as set forth in their report thereon, included therein, and
incorporated herein by reference. Such consolidated balance sheets are incorporated herein by reference in
reliance upon such report given on the authority of such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and other information electronically with the SEC. You may
read and copy any document we file with the SEC at the SEC’s public reference room at Room 1580, 100 F.
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-732-0330 for information on the public
reference room. You can also find our filings on the SEC’s website at http://www.sec.gov and on our website at
http://www.magellanlp.com. Information contained on our website is not part of this prospectus, unless
specifically so designated and filed with the SEC. We have filed with the SEC a registration statement on Form
S-3 relating to the securities covered by this prospectus. This prospectus is a part of the registration statement and
does not contain all the information in the registration statement. Whenever a reference is made in this prospectus
to a contract or other document of Magellan Midstream Partners, the reference is only a summary and you should
refer to the exhibits that are a part of the registration statement for a copy of the contract or other document. You
may review a copy of the registration statement at the SEC’s public reference room in Washington, D.C., as well
as through the SEC’s website.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” the information we have filed with the SEC, which means
that we can disclose important information to you without actually including the specific information in this
prospectus by referring you to those documents. The information incorporated by reference is an important part
of this prospectus and later information that we file with the SEC will automatically update and supersede this
information. Therefore, before you decide to invest in a particular offering under this prospectus, you should
always check for reports we may have filed with the SEC after the date of this prospectus. We incorporate by
reference into this prospectus the documents listed below and any future filings we make with the SEC under
Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act of 1934 until the applicable offering under this
prospectus and any prospectus supplement is terminated, other than information furnished to the SEC under
Item 2.02 or 7.01 of Form 8-K and which is not deemed filed under the Securities Exchange Act of 1934 and is
not incorporated in this prospectus:

Annual Report on Form 10-K for the year ended December 31, 2005;
Definitive Proxy Statement on Schedule 14A filed on March 13, 2006;
Quarterly Report on Form 10-Q for the quarterly periods ended March 31, 2006 and June 30, 2006;

Current Reports on Form 8-K filed with the SEC on February 15, 2006; February 17, 2006 and May 25,
2006; and

The description of our common units contained in our Form 8-A initially filed February 2, 2001, and
any subsequent amendment thereto filed for the purpose of updating such description.

We will provide without charge to each person, including any beneficial owner, to whom this prospectus is
delivered, upon written or oral request, a copy of any document incorporated by reference in this prospectus,
other than exhibits to any such document not specifically described above. Requests for such documents should
be directed to:

Investor Relations Department
Magellan Midstream Partners, L.P.
One Williams Center

Tulsa, Oklahoma 74172

Local phone: (918) 574-7000
Toll-free phone: (877) 934-6571
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