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Master Limited Partnerships

Master Limited Partnership Monthly Update (October 2004)

October 6, 2004 _ SUMMARY

> In September, our composite of 19 energy-related MLPs generated a 4.9%
total return, its best one-month total return of the year. For comparison, the
S&P.500 Index generated a total return of 1.1% last month.

David LaBonte > We attribute much of this strength (o the relatively high yields offered by
MLPs in a yield-starved market.

> Our investment thesis continues to be that MLP performance will depend more
on the direction of interest rates than on underlying business fundamentals.

> Investors should differentiate between which MLPs have good distribution
growth prospects since such growth can: 1) lead to higher overall total returns,
and 2) help offset the potentially adverse consequences of an eventual rise in
interest rates.

United States

> The opportunity to capture a rising income stream is the primary reason we
would favor MLPs over bonds or preferred stocks.

§ opivion
Figure 1. MLP Composite: Expected Total Return Potential (View Using PDF Format)
Est. Total Est.
Price Target Cur. Proj. Dist.  Relumto Retum Tax
Partnership Name ~_Rating 10/6/04 Price __Dist. _Dist.  Yield Target Potential Deferral
Alliance Resource (ARLP) M $59.50 §5150  $260  $310  52%  -134% -8.2% 70%
AmeriGas (APU) LY $29.83 $2600  $220  $220 74%  -12.8% -5.5% 80%
Buckeye (BPL) 2L $45.00 $4000 %265 $280 62%  -11.1% -4.9% 70%
Enbridge Energy (EEP) 2H $48.07 $46.00  $370  $370  T7%  -4.3% 3.4% 90%
Energy Transfer (ETP) ™ $48.70 $5300  $330  $370  7.6% 8.8% 16.4% 95%
Enterprise Products (EPD) ™ $23.25 $2600  $149  $180 77%  11.8% 19.6% 90%
Ferellgas (FGP) 2H $22.08 $2200  $200 $210  95%  -0.4% 9.1% 95%
Kanieb Pipe Line (KPP) a $52.77 $47.00  $342  $350 66%  -109% -4.3% 85%
Kinder Morgan (KMP) L $47.65 $4350  $284  $305 64%  -B.7% -2.3% 95%
Magellan Midstream (MMP) iL $54.65 $56.50 3348  §395  7.2% 3.4% 10.6% 80%
Nalural Resource (NRP) ™ $42.74 $4850  $240  $290 68%  135% 20.3% 70%
Northern Border (NBP) 2H $46.28 $4000  $320 $320  69%  -136% 6.7% 95%
Pacific Energy (PPX) ™ $28.95 $2850  $1.95  $215  74%  -16% 5.9% 80%
Plains All American (PAA) ™ $36.82 $37.00  $240  $260 7.1% 0.5% 7.6% 70%
Suburban Propane (SPH) M $34.77 $3250  $245  $255 73%  -65% 0.8% 80%
Sunoco Logistics (SXL) M $39.60 $36.00 %235  $250 63%  -9.1% -2.8% 80%
TC PipeL.ines (TCLP) M $38.60 $3400 3230 $240 62%  -119% -5.7% 95%
TEPPCO (TPP) 2L $42.03 $3750  $265  $280 67%  -10.8% -4.1% 0%
Valero (VL)) M $57.25 $4850  $320 3340 59%  -153% -9.3% 80%

Near-term market volatility and short-term trading patterns may cause the Expected Total Return to become temporarily misaligned relative to the
hurdle for these stocks’ fundamental rating, as defined under our current system.
Source: Smith Barney

Smith Barney is a division of Citigroup Global Markets Inc. {the "Firm"), which does and seeks to do business with éompéhies
covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
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MLP GOMPOSITE: PERFORMANCE REVIEW AND INVESTMENT THESIS

In September, our composite of 19 energy-related MLPs generated a 4.9% total return, its
best one-month total return of the year. For comparison, the broad equity market, as
measured by the S&P 500 Index, generated a total return of 1.1% last month. We attribute
much of this strength to the relatively high yields offered by MLPs in a yield-starved market.
Another factor that seems to have helped boost performance was an initial public offering of
an MLP dedicated closed-end investment company that raised about $750 million in gross
proceeds. In this regard, we suspect some investors may have tried to “front-run” sore of
the investment company’s potential purchases.

Since experiencing a sell-off of 8.1% between April and May (compared to a decline of less
than 1% for the S&P 500 Index), our composite has generated a 16.2% total return. (The
equity benchmark has posted a positive total return of less than 1% during this period.) The
selling pressure between April and May was largely related to the sharp upward move in
interest rates during that period and concerns among investors that the Federal Reserve
would continue raising interest rates to head off inflationary pressures. However, with the
yield of the 10-year U.S. Treasury dropping from 4.9% to 4.2% over the past several months,
investors have continued to allocate money to this unique asset class. Year to date, our
composite is up 11.7% on a total return basis, which compares favorably to the 1.5% total
return generated by the S&P 500 Index during the same period.

Our investment thesis continues to be that MLP performance will depend more on monetary
policy and the direction of interest rates than on underlying business fundamentals.
However, with interest rates seemingly reversing their upward trend in recent months and
possibly heading lower, it seems that MLPs may be poised to continue their recent strong
performance. Nonetheless, investors who are looking to put money to work in this group
should focus on MLPs that have visible distribution growth prospects. Indeed, investors
should differentiate between which MLPs have good distribution growth prospects since
such growth can: 1) lead to higher overall total returns, and 2) help offset the potentially
adverse consequences of an eventual rise in interest rates. The average distribution growth
rate for the MLPs in our universe has historically exceeded 5% annually. Our research
suggests that annual distribution increases should remain in this range. The opportunity to
capture a rising income stream is the primary reason we would favor MLPs over bonds or
preferred stocks, which only provide fixed income streams.

Figure 2. MLP Composite vs. S&P 500 Index with Dividend Reinvested (View Using PDF Format)
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I THE IMPACT OF CHANGING INTEREST RATES ON VALUATION

Our research indicates the statistical correlation between changes in the direction of interest
rates and MLP performance is relatively low. For example, using monthly data points since
the inception of our composite in 1993, we derived a correlation coefficient of 0.38 between
the MLP Composite Yield and 10-year U.S. Treasury. (A correlation coefficient close to 1.0
indicates a strong positive correlation between two random variables.) We attribute this low
correlation primarily to the ability of most MLPs 1o increase cash distributions. Not
surprisingly, we believe this unique ability for growth wili generally have a greater influence
on valuation than changing interest rates. (The correlation is tighter today than it has been
historically given the amount of capital that poured into the group last year given the
unusually low interest rate environment.) Nonetheless, we are not suggesting that investors
should completely disregard the prevailing intercst rate environment.

We believe that analyzing the term structure of interest rates can provide insight for
anticipating whether investors may be more or less likely to allocate capital to this asset
class. To illustrate, we think the relative appeal of the yields offered by MLPs is likely to
increase during periods of low interest rates. (In our opinion, the period of low interest rates
between 2002 and 2004 is a good example of how the demand for MLPs can increase.)
Conversely, we think the attractiveness of owning MLPs can become diminished during
periods of strong economic growth and rising interest rates. (We believe the final two years
of the stock market bubble between 1998 and 1999 highlights how investors may look
elsewhere for total return.) As a result, we feel that yield spread analysis can be useful for
identifying value.

MLP COMPOSITE YIELD VS. 10-YEAR U.S. TREASURY

To help identify periods of relative under- and over-valuation, we like to examine the
historical relationship between the yields of our MLP Composite and 10-year U.S. Treasury.
We belicve that understanding a change in the historical yield spread can help identify
factors that may influence future performance. In our opinion, the narrowing and widening
of the yield spread is primarily explained by fluctuations in the term structure of interest
rates and changes in both the specific and market-related risks associated with each MLP in
our group. Specific risks relate to factors that are unique to a partnership, such as its
earnings power or ability to cover its cash distribution. Market-related risks are associated
with macro factors affecting the overall industry, such as the adverse consequences of a
warm winter for a retail propane distribution company. We believe these risks may, from
time to time, exert a greater influence on the risk premium of an MLP than the expectation
regarding the general direction of interest rates.

The current spread of our MLP Composite compared to the Treasury benchmark is about
240 basis points (bps), which is 45 bps narrower than its historical average. However, the
current spread between our Pipeline MLP Composite and 10-year U.S. Treasury is about 235
bps, which is 20 bps wider than its historical average. This spread suggests that the markel
is valuing our Pipeline MLP Composite as if the yield of the 10-year U.S. Treasury will
increase 10 4.4% from 4.2% over the next 12 months. (The historical spread of our Pipcline
MLP Composite to the 10-year U.S. Treasury is approximalely 215 bps.) Assuming that
cash distributions increase as we expect over the next 12 months and the unit prices of the
pipeline MLPs in our composite remain flat, the market could be valuing these MLPs as if
the yield of the 10-year U.S. Treasury could rise more than 50 bps to 4.75% over the next
year. This relatively large spread to the Treasury benchmark may suggest thal current
valuations are reasonable.
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The historical yield
spread between our
MLP Composite and

10-Year U.S. Treasury
has averaged about
285 basis points.

The historical yield
spread between our
Pipeline MLP
Composite and 10-
Year U.S. Treasury
has averaged about
215 basis points.

The historical yield
spread between our
Propane MLP
Composite and 10-
Year U.S. Treasury
has averaged about
480 basis points.
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Figure 3. MLP Composite vs. 10-Year U.S. Treasury (View Using PDF Format)
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Figure 4. Pipeline MLP Composite vs. 10-Year U.S. Treasury (View Using PDF Format)
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Figure 5. Propane MLP Composite vs. 10-Year U.S. Treasury (View Using PDF Format)

14.0
13.0
12.0

1.0 -
10.0 -

9.0

Yield (%)

3.0

8.0 -
70 -
6.0 -
5.0 -
4.0 -

— Propane MLP Composite Yield
U.S. 10-Year Treasury Yield

The Yield Spread I_S
o currently around 335
basis points.

1997

1998 1999 2000 2001 2002 2003 2004

Source: Smith.Barney




crtigroups

Smith Barney

Docket No. RP0S-_
ExhibitNo. __ (JPW-_15A )
Page_ 5 of 8

Figure 6. MLP Composite Annual Total Returns, 1998A-Present (View Using PDF Format)

Partnership Name 1998 1999 2000 2001 2002 2003 YTD
Alliance Resource -33.8% 68.8% 64.4% -2.8% 53.3% 69.2%
AmeriGas -0.5% -26.2% 26.0% 48.3% 17.8% 27.9% 11.9%
Buckeye 7.7% -2.1% 20.9% 38.9% 9.7% 26.0% 1.8%
Enbridge Energy 19.0% -22.1% 29.9% 10.2% 9.0% 28.2% 1.4%
Energy Transfer 0.4% -9.7% 33.0% 47.7% 4.4% 57.8% 20.0%
Enterprise Products -31.1% 36.5% 86.7% 58.6% -12.3% 35.4% -0.6%
Ferrellgas -15.2% -17.5% 20.4% 60.4% 18.8% 29.1% -3.2%
Kaneb Pipe Line S -0.4% -18.2% 41.9% 40.7% -7.7% 57.6% 7.5%
Kinder Morgan 14.4% 22.6% 46.4% 42.5% -0.6% 50.2% -0.3%
Magellan Midstream 102.5% -16.8% 65.4% 15.4%
Natural Resource ) 3.5% 114.8% 1.6%
Northem Border 25%  -235% 50.1% 34.4% 5.7% 12.3% 23.8%
Pacific Energy 3.0% 60.7% 2.7%
Plains Al American -13.4% -18.3% 63.0% 46.8% 2.1% 43.4% 16.8%
Suburban Propane 13.5% 2.7% 40.2% 30.2% 17.6% 22.0% 14.2%
Sunoco Logistics 24.8% 64.8% 11.6%
TC PipeLines -28.7% 51.5% 43.6% 10.8% 34.8% 19.1%
TEPPCO -0.8% -15.1% 38.8% 31.3% -0.2% 56.3% 8.6%
Valero ’ 43.9% 6.5% 34.3% 17.2%
MLP Composite 0.9% -9.8% 46.9% 37.7% 2.8% 47.0% 11.7%
S&P 500 Index 28.6% 21.0% -9.1% -11.9% -22.1% 28.7% 1.5%
Source: Smith Bamey
Figure 7. Annual Gash Distribution Growth Rates, 1998A-2004E (View Using PDF Format)
Partnership Name 1998 1999 2000 2001 2002 2003 YTD 2004
Alliance Resource 0% 0% 0% 0% 5% 24% 24%
AmeriGas 0% 0% 0% 0% 0% 0% 0% 0%
Buckeye 0% 5% 9% 4% 0% 2% 4% 4%
Enbridge Energy 10% 2% 0% 0% 3% 3% 0% 0%
Energy Transfer 0% 13% 0% 9% 4% 2% 27% 21%
Enterprise Products 0% 0% 17% 19% 10% 8% 0% %
Ferrellgas 0% 0% 0% 0% 0% 0% 0% 5%
Kaneb Pipe Line 0% 8% 0% 7% 5% 6% 2% 2%
Kinder Morgan 26% 15% 17% 29% 11% 8% 8% 10%
Mageltan Midstream 10% 21% 16% 7% 10%
Natural Resource 0% 5% 12% 26%
Northern Border 5% 6% 15% 9% 5% 0% 0% 0%
Pacific Energy 0% 5% 0% 5%
Plains All American % -4% 11% 5% 2% 9% 5%
Suburban Propane 0% 2% 5% 5% 2% 2% 4% 4%
Stnoco Logistics 0% 14% 15% 15%
TC Pipetines 0% 6% 5% 5% 5% 5% 5%
TEPPCO 13% 6% 1% 10% 4% 8% 2% 4%
Valero 0% 17% 7% 7% 7%
MLP Composite 5.3% 4.2% 5.3% 7.6% 5.7% 5.2% 6.5% 8.3%

1. Reflects our current cash distribution projections, which also factors into our 12-month price targets

Source: Smith Barney
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DOES IT MAKE SENSE TO OWN MLPS IN A RETIREMENT ACCOUNT?

Generally, all the taxable net income received by a tax-exempt investment vehicle such as an
IRA, Keogh, or 401(k) plan from an MLP may be considered unrelated business taxable
income (UBTI). Such income is usually subject to federal income tax if the total amount of
UBTI from all partnership interests exceeds $1,000 in any taxable year. Therefore, a partner
may be subject to income taxes in an otherwise tax-exempt retirement account. Investors
should consult with their tax advisers regarding any retirement account investing.
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ANALYST CERTIFICATION APPENDIX A-1

1, David L. LaBonte, hereby certify that all of the views expressed in this research report accurately reflect my personal views about any
and all of the subject issuer(s) or securities. | also certify that no part of my compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report.

IMPORTANT DISCLOSURES

Analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global
Markets Inc. and its affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm
profitability, which includes revenues from, among other business units, the Private Client Division, Institutional Equities, and Investment

Banking.

Smith Barney Equity Research Ratings Distribution

Data current as of 30 September 2004 Buy Hold Seli

Smith Barney Global Equity Research Coverage (2473) 40% 44% 17%
% of companies in each rating category that are investment banking clients 55% 55% 47%

Guide To Investment Ratings:

Smith Bamey’s stock recommendations include a risk rating and an investment rating. -

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low [L], Medium [M], High {H], and Speculative
[S).

Investment ratings are a function of Smith Barney's expectation of total return (forecast price appreciation and dividend yield within the
next 12 months) and risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are: Buy [1] (expected total
return of 10% or more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for
Speculative stocks); Hold [2] (0%-10% for Low-Risk stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35%
for Speculative stocks); and Sell [3] (negative total return).

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy
[1] (expected total return of 15% or more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks,
and 40% or more for Speculative stocks); Hold [2] (5%-15% for Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for
High-Risk stocks, and 20%-40% for Speculative stocks); and Sell [3] (5% or less for Low-Risk stocks, 10% or less for Medium-Risk
stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in risk rating, or a
change in target price. At other times, the expected total returns may fall outside of these ranges because of price movement and/or
volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or seli a security should be based upon your personal investment objectives and should be made only after
evaluating the stock’s expected performance and risk.

OTHER DISCLOSURES

For securities recommended in this report in which the Firm is not a market maker, the Firm usually provides bids and offers and may act
as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may
have been recommended in this report. The Firm regularly trades in, and may, at any time, hold a trading position (long or short) in, the
shares of the subject company(ies) discussed in this report. The Firm may engage in securities transactions in a manner inconsistent with
this research report and, with respect to securities covered by this report, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not
deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including
the possible loss of the principal amount invested. Although information has been obtained from and is based upon sources Smith
Barney believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. All opinions, projections and
estimates constitute the judgment of the author as of the date of the report and are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. If this is a fundamental research repon, it is the intention of
Smith Barney to provide research coverage of this/these issuer(s), including in response fo news affecting this issuer, subject to
applicable quiet periods and capacity constraints. This report is for informational purposes only and is not intended as an offer or
solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research must take into account
existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with,
nor be subject to the reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information
available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting standards, practices and
requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and their prices more volatile than
securities of comparable U.S. companies. tn addition, exchange rate movements may have an adverse effect on the value of an
investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated,
using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for exact dividend
computations. Investors who have received this report from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in this report from the Firm. Please ask your Financial Consultant for additional details.

The UK's Financial Services Authority rules require that a firm must establish, implement and make available a policy for managing
conflicts of interest arising as a result of publication or distribution of investment research. The policy applicable to Citigroup’s equity
research products can be found at www.citigroupgeo.com. This report may have been distributed simultaneously, in multiple formats, to
the Firm’s worldwide institutional and retail customers. If this report is being made available via the Smith Barney Private Client Group in
the United Kingdom and Amsterdam, please note that this report is distributed in the UK by Citigroup Global Markets Ltd., a firm
Authorised and regulated by the Financial Services Authority (FSA) for the conduct of investment Business in the UK. This document is
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not to be construed as providing investment services in any jurisdiction where the provision of such services would be illegal. Subject to
the nature and contents of this document, the investments described herein are subject to fluctuations in price and/or value and investors
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could
equal or exceed the amount invested. Certain investments contained herein may have tax implications for private customers in the UK
whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser. This material
may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the Financial Services
Authority and further details as to where this may be the case are available upon request in respect of this material. This report may not
be distributed to private clients in Germany. If this publication is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ("CGM Canada”), CGM Canada has approved this publication. If this report was prepared by Smith Barney and
distributed in Japan by Nikko Citigroup Ltd., it is being so distributed under license. This report is made available in Australia to wholesale
clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through
Smith Barney Citigroup Australia Pty Ltd. (ABN 19 009 145 555 and AFSL No. 24081 3), Participants of the ASX Group. This advice has
been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors
should, before acting on the advice, consider the appropriateness of the advice, having regard to their objectives, financial situation and
needs. In New Zealand this report is made available through Citigroup Global Markets New Zealand Ltd., a member firm of the New
Zealand Stock Exchange. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration
number 2000/025866/07) and its registered office is at Citibank Plaza, 145 West Street, Sandown, Sandton, Johannesburg 2196. The
investments and services contained herein are not available to private customers in South Africa. If this report is made available in Hong
Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower,
Citibank Plaza, 3 Garden Road, Hong Kong. If this report is made available in Hong Kong by The Citigroup Private Bank to its clients, it is
attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. This publication is made available in Singapore
through Citigroup Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder.

© 2004 Citigroup Global Markets Inc. Member SIPC. Smith Barney is a division and service mark of Citigroup Global Markets Inc. and its
affiliates and is used and registered throughout the world. Citigroup and the Umbrella Device are trademarks and service marks of
Citicorp or its affiliates and are used and registered throughout the world. Nikko is a registered trademark of Nikko Cordial Corporation.
All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. The
Firm accepts no liability whatsoever for the actions of third parties. The Firm makes no representations or warranties whatsoever as to
the data and information provided in any third party referenced website and shall have no liability or responsibility arising out of, or in
connection with, any such referenced website.
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