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PROSPECTUS SUPPLEMENT
(To Prospectus dated August 18, 2006)

$800,000,000
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ENERGY TRANSFER PARTNERS, L.P.

$400,000,000 6.125% Senior Notes due 2017
$400,000,000 6.625% Senior Notes due 2036
Fully and Unconditionally Guaranteed
by the
Subsidiaries Named Herein

We are offering $400,000,000 aggregate principal amount of our 6.125% Senior Notes due 2017, or 2017 Notes, and
$400,000,000 aggregate principal amount of our 6.625% Senior Notes due 2036, or 2036 Notes. We refer to the 2017
Notes and the 2036 Notes as the notes.

Interest on the notes will accrue from October 23, 2006 and will be payable semiannually on February 15 and August 15 G
each year, beginning on February 15, 2007, with respect to the 2017 Notes, and on April 15 and October 15 of each year,
beginning on April 15, 2007, with respect to the 2036 Notes. The 2017 Notes will mature on February 15, 2017, and the
2036 Notes will mature on October 15, 2036.

We may redeem some or al of the notes at any time at the redemption price, which includes a make-whole premium,
described under “ Description of Notes—Optional Redemption” beginning on page S-10.

The notes are unsecured senior obligations. If we default, your right to payment under the notes will rank equally in the
right of payment with our other current and future unsecured senior debt.

The notesinitially will be fully and unconditionally guaranteed by La Grange Acquisition, L.P., Titan Energy GP, L.L.C.,
Titan Energy Partners, L.P. and all of their direct and indirect wholly-owned subsidiaries that guarantee our obligations
under our revolving credit facility. In addition, any of our subsidiaries that become guarantors under the revolving credit
facility will aso guarantee the notes. If we fail to make payment on the notes, the subsidiary guarantors must make the
payment instead. These guarantees are unsecured and unsubordinated obligations of the subsidiary guarantors.

None of the Securities and Exchange Commission, any state securities commission or any other U.S. regulatory authority
has approved or disapproved the securities nor have any of the foregoing authorities passed upon or endorsed the merits of
this offering or the accuracy or adequacy of this prospectus supplement or the accompanying prospectus. Any
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Investing in the notesinvolvesrisks. See* Risk Factors’ on page S-2 of this prospectus supplement and page 3 of
the accompanying prospectus and the other risksidentified in the documentsincor porated by reference herein for

information regarding risks you should consider before investing in the notes.
Per 2017 Note Total 2017 Notes

Per 2036 Note Total 2036 Not

Initial Offering Price@ 99.912% $ 399,648,000
Underwriting Discount 0.65% $ 2,600,000
Proceeds to Us (Before Expenses) 99.262% $ 397,048,000

(1) Plus accrued interest from October 23, 2006, if settlement occurs after that date.

99.435% $ 397,740,0C
0.875% $ 3,500,0C
98.560% $ 394,240,0C

The underwriters expect to deliver the notes in book-entry form only to purchasers through The Depository Trust

Company on or about October 23, 2006.

Joint Book-Running Managers

Banc of America SecuritiesLLC Credit Suisse

Co-Managers

Deutsche Bank Securities RBS Greenwich Capital

Wachovia Securities

UBS Investment Ban

The date of this prospectus supplement is October 18, 2006.
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ABOUT THISPROSPECTUS SUPPLEMENT
We provide information to you about the notes in two separate documents that offer varying levels of detail:
» the accompanying prospectus, which provides general information, some of which may not apply to the notes; an
 this prospectus supplement, which provides a summary of the specific terms of the notes.
Y ou should rely only on the information contained in this prospectus supplement, the accompanying prospectus and the
documents we have incorporated by reference. We have not authorized anyone else to give you different information. We
are not offering the notes in any state where the offer is not permitted. Y ou should not assume that the information in this

prospectus supplement or in the accompanying prospectus is accurate as of any date other than the date on the front of
those documents.

None of Energy Transfer 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 legal investment or
similar laws. Y ou should consult with your own advisors asto legal, tax, business, financial and related aspects of an
investment in the notes.

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (4 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information included or incorporated by reference in this prospectus supplement. It does not
contain all of the information that isimportant to you. You should read carefully the entire prospectus supplement, the
accompanying prospectus, the documents incor porated by reference and the other documents to which we refer for a more
complete under standing of this offering.

Unless the context otherwise requires, the words, “we,” “us,” “our” and similar terms, as well as references to the
“Partnership” refer to Energy Transfer Partners, L.P. and all of its operating limited partnerships and subsidiaries. With
respect to the cover page and in the section entitled “ Prospectus Supplement Summary—The Offering” “we,” “ our,” and
“us’ refer only to Energy Transfer Partners, L.P. and not to any of its limited partnerships or subsidiaries.

The Company
Overview

We are one of the three largest publicly traded master limited partnershipsin the United States in terms of market
capitalization. We are engaged in the natural gas midstream, transportation and storage businesses through our operating
subsidiary, La Grange Acquisition, L.P. (“ETC OLP"), and are aretail marketer of propane in the United States through
our operating subsidiaries, Heritage Operating, L.P. (“HOLP”) and Titan Propane LLC (“Titan"). We became a publicly
traded master limited partnership in conjunction with an initial public offering as Heritage Propane Partners, L.P. in June
of 1996. In January 2004, we combined the natural gas midstream and transportation operations of ETC OLP with the
retail propane operations of the Partnership. In March 2004, we changed our name to Energy Transfer Partners, L.P.

ETC OLP soperations are divided into two business segments, consisting of the midstream segment and the transportatior
and storage segment. We own and/or operate approximately 11,700 miles of natural gas gathering and transportation
pipelines, plus an additional 550 miles under construction, three natural gas processing plants, two of which are currently
connected to our gathering systems, fourteen natural gas treating facilities and three natural gas storage facilities. Our
midstream segment focuses on the gathering, compression, treating, blending, processing and marketing of natural gas anc
is currently concentrated in the Austin Chalk trend of southeast Texas, the Permian Basin of west Texas, the Barnett Shale
in north Texas and the Bossier sands areain east Texas. Our transportation and storage segment focuses on the
transportation of natural gas between major markets from various natural gas producing areas through connections with
other pipeline systems as well as through our Oasis Pipeline, East Texas Pipeline System, the ET Fuel System, the HPL
System and our Fort Worth Basin Pipeline. Our storage facilities consist of the Bammel Gas Storage Facility, the Bethel
Storage Facility and the Bryson Storage Facility.

Through HOLP and Titan, we are one of the three largest retail propane marketersin the United States based upon gallons
sold, serving more than 1,000,000 customers from approximately 440 customer service locations in 40 states. Our propane
operations extend from coast to coast and Alaska, with concentrations in the western, upper midwestern, northeastern and
southeastern regions of the United States.

We are alimited partnership formed under the laws of the State of Delaware. Our executive offices are located at 2838
Woodside Street, Dallas, Texas 75204. Our telephone number is (214) 981-0700. We maintain awebsite at http: //mww.
energytransfer.com that provides information about our business and operations. Information contained on this website,
however, is not incorporated into or otherwise a part of this prospectus supplement or the accompanying prospectus.
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Recent Developments

Completion of First Phase of Expansion Project. On August 31, 2006, we announced that we completed the first phase o
our previously announced 42-inch pipeline construction project. The completed segment, comprised of 97 miles of 42-inct
natural gas pipeline, connects our 30-inch pipeline in Freestone County, our Bethel Storage Facility and our 30-inch
pipeline in Rusk County. The completion of this first phase provides us with additional take-away capacity to transport ga
out of the Barnett Shale and Bossier Sands producing areas. Additionally, because of increased transportation
commitments, the board of directors of our general partner has approved a plan to upsize the recently announced 157-mile
36-inch pipeline expansion of this project to a 42-inch pipeline for the section that runs from Limestone County, Texas to
the interconnect with our Texoma pipeline, northeast of Beaumont. The increase will bring the estimated total cost of the
project from $895.0 million to $1.0 hillion.

Announced Acquisition of the Transwestern Pipeline. On September 15, 2006, we announced that we entered into
agreements with GE Energy Financial Services and Southern Union Company to acquire Transwestern Pipeline Company
LLC, which owns and operates the Transwestern Pipeline, a 2,500-mile interstate pipeline that connects supply areasin th
San Juan Basin in southern Colorado and northern New Mexico, the Anadarko Basin in the mid-continent and the Permiar
Basin in west Texas to markets in the Midwest, Texas, Arizona, New Mexico and California. The transactions, valued at
$1.465 billion, are subject to various regulatory approvals prior to closing.

Recently Announced Capital Projects. On September 20, 2006, we announced two internal growth projects consisting of
the construction of a natural gas processing facility in Johnson County, Texas and a 36-inch pipeline expansion connecting
the Barnett Shale to our 30-inch Texoma pipeline. The processing facility, which will process rich natural gas produced
from the Barnett Shale and connect to our existing pipeline infrastructure, is expected to cost approximately $65 million.
The pipeline expansion, which consists of a 135-mile pipeline that will connect our existing Fort Worth Basin system to
our 30-inch Texoma pipeline in Lamar County, Texas, is expected to cost approximately $300 million.

Increasein Unitholder Distribution. On September 21, 2006, we announced a $0.45 increase in the annual cash
distribution paid on our outstanding limited partner units, to $3.00 annually. This latest increase will go into effect with ou
next quarterly distribution for the quarter ending August 31, 2006. The new quarterly distribution of $0.75 per common
unit was paid on October 16, 2006.

Agreement with CenterPoint Energy Resources Corp. On October 3, 2006, we announced that our subsidiary, Houston
Pipe Line Company LP, entered into along-term agreement with CenterPoint Energy Resources Corp. to provide the
natural gas utility with firm transportation and storage services on our HPL System. Under the terms of the agreement,
CenterPoint Energy has contracted for 129 Bcf per year of firm transportation capacity with 10 Bcf of working gas storage
capacity in our Bammel Storage Facility.

Regulatory Matters. As part of industry-wide inquiries into the natural gas market disruptions occurring around the times
of the hurricanes of late 2005, we have participated in discussions with, and have provided information to, industry
regulators concerning transactions by our subsidiaries during the first and second quarters of our 2006 fiscal year. We
believe, after due inquiry, that our transactions complied in all material respects with applicable rules and regulations.
These regulatory inquiries have not yet been concluded. We are presently involved in discussions with the industry
regulators to resolve the matter. Although we are unable to predict the final outcome of these inquiries, and while
potentially materially affecting quarterly results of operations, we do not expect that any expendituresincurred in
connection therewith will have amaterial impact on our financial condition in any future periods.
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We have not reported any financial information with respect to our contemplated acquisition of Transwestern Pipeline
Company, LLC. In addition, our fiscal year ended on August 31, 2006, and we have not reported our financial condition &
of such date, nor have we reported our results of operations for the year then ended.
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The Offering

We provide the following summary solely for your convenience. This summary is not a complete description of the notes.
Y ou should read the full text and more specific details contained el sewhere in the prospectus and this prospectus
supplement. For a more detailed description of the notes, see the section entitled “ Description of Notes” in this prospectus
supplement and the section entitled “ Description of Debt Securities’ in the accompanying prospectus.

| ssuer

Notes Offered

Maturity

Interest Rate

Interest Payment Dates

Subsidiary Guarantees

Energy Transfer Partners, L.P.

We are offering $800,000,000 aggregate principal amount of notes of the
following series:

* $400,000,000 6.125% Senior Notes due 2017; and
+ $400,000,000 6.625% Senior Notes due 2036.

The 2017 Notes will mature on February 15, 2017, and the 2036 Notes will
mature on October 15, 2036.

Interest on the 2017 Notes will accrue at the per annum rate of 6.125%, and
interest on the 2036 Notes will accrue at the per annum rate of 6.625%.

Interest on the notes will accrue from the issue date of the notes and be
payable semiannually on February 15 and August 15 of each year, beginning
on February 15, 2007, with respect to the 2017 Notes, and on April 15 and
October 15 of each year, beginning on April 15, 2007, with respect to the
2036 Notes.

The notes will be fully and unconditionally guaranteed by ETC OLP, Titan
Energy GP, L.L.C., Titan Energy Partners, L.P. and al of their direct and
indirect wholly-owned subsidiaries that guarantee our obligations under
Energy Transfer Partners, L.P.’s revolving credit facility (the “ETP Revolving
Credit Facility”). In addition, any of our subsidiaries that become guarantors
under the ETP Revolving Credit Facility will also guarantee the notes. If we
cannot make payments on the notes when they are due, the subsidiary
guarantors must make them instead. The guarantee of the notes by all or any
of the subsidiary guarantors will be released if certain conditions are met.
HOLP, itsdirect and indirect subsidiaries and Heritage Holdings, Inc. will nof
guarantee the notes. Please read “ Description of Notes—Guarantees.”
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Ranking The notes and the subsidiary guarantees will be unsecured and unsubordinate
obligations of Energy Transfer Partners, L.P. and the subsidiary guarantors,
respectively. The notes will rank equally with all of our other existing and
future unsubordinated indebtedness and the subsidiary guarantees will rank
equally with all of the other existing and future unsubordinated indebtedness
of the subsidiary guarantors. The notes will effectively rank junior to the
indebtedness and other obligations, including trade payables, of our
subsidiaries that do not guarantee the notes, including HOLP, its subsidiaries
and Heritage Holdings, Inc. Please read “ Description of Notes—Ranking.”
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Optional Redemption

Certain Covenants

Use of Proceeds

We may redeem the notes in whole, at any time, or in part, from time to time,
prior to maturity, at a redemption price with respect to the notes that includes
accrued and unpaid interest and a make-whole premium. Please read
“Description of Notes—Optional Redemption.”

We will issue the notes under a supplement to an indenture with U.S. Bank
National Association, as successor-by-merger to Wachovia Bank, National
Association, astrustee. The covenants in the indenture supplement include a
limitation on liens and a restriction on sale-leasebacks. Each covenant is
subject to a number of important exceptions, limitations and qualifications
that are described in “ Description of Notes” under the heading “ Certain
Covenants.”

We anticipate using the proceeds of this offering:

* to repay indebtedness and accrued interest outstanding under the ETP Revolving
Credit Facility;

* to pay expenses associated with this offering; and

» for general partnership purposes.
Please read “ Use of Proceeds.”

S4

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (10 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

USE OF PROCEEDS

We expect to receive net proceeds of approximately $791.3 million from the sale of the notes we are offering, after
deducting underwriting discounts and commissions but before deducting other expenses associated with the offering.

We anticipate using the proceeds of this offering:
* torepay the indebtedness and accrued interest outstanding under the ETP Revolving Credit Facility;
» to pay expenses associated with this offering, which we expect to be approximately $0.4 million; and

« for general partnership purposes.

Asof August 31, 2006, there was $1.163 billion outstanding and $14.4 million of letters of credit issued under the ETP
Revolving Credit Facility with aweighted average interest rate of 6.04% per annum. The ETP Revolving Credit Facility
maturesin June 2011. Borrowings under the ETP Revolving Credit Facility were used to fund the purchase price for our
acquisition of Titan Energy Partners LP and Titan Energy GP LLC and for general partnership purposes.

S5
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CAPITALIZATION

The following table sets forth our consolidated cash and capitalization as of May 31, 2006 (1) on an actua basis, (2) on a
pro forma basis to give effect to the acquisition of Titan Energy Partners LP and Titan Energy GP LLC on June 1, 2006,
and (3) on apro forma as adjusted basis to give effect to the acquisition of Titan Energy Partners LP and Titan Energy
GP LLC on June 1, 2006 and the public offering of the notes made pursuant to this prospectus supplement and the use of
the net proceeds therefrom as if each of these transactions had occurred on May 31, 2006. See “Use of Proceeds.” The
actual information in the table is derived from and should be read in conjunction with our historical financial statements,
including the accompanying notes, included in our Quarterly Report on Form 10-Q for the period ended May 31, 2006,
and our Current Report on Form 8-K filed June 2, 2006, as amended July 21, 2006, each of which isincorporated by

reference in this prospectus supplement and the accompanying prospectus.

Cash and cash equivalents

Debt, including current maturities:
5.95% Senior Notes due 2015
5.65% Senior Notes due 2012
ETP Revolving Credit Facility
Swingline loan
ETP Short-Term Credit Facility
Notes offered hereby
HOLP senior secured notes
HOLP working capital facilities
Other HOL P long-term debt

Total debt
L ess current maturities

Long-term debt, less current maturities
Total partners capital
Total capitalization

May 31, 2006
Pro Form
Actual Pro Forma As Adjuste
(in thousands)
$ 26645 $ 30674 $ 180,5¢
$ 747970 $ 747,970 $ 747,97
399,629 399,629 399,62
350,000 610,753 —
30,646 30,646 —
— — 800,0C
288,087 288,087 288,0¢
16,634 16,634 16,6z
1,832,966 2,093,719 2,252,32
39,710 39,710 39,71
1,793,256 2,054,009 2,212,61
1,762,517 2,070,018 2,070,01
$3,555,773  $4,124,027 $4,282,6-

Asof August 31, 2006, there was $1.163 billion outstanding and $14.4 million of letters of credit issued under the ETP

Revolving Credit Facility.
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RATIO OF EARNINGSTO FIXED CHARGES

On January 20, 2004, we completed a series of transactions whereby, among other things, (1) La Grange Energy, L.P. (“L:
Grange Energy”) contributed ETC OLP to us, (2) La Grange Energy obtained control of us by acquiring all of the interests
in our general partner and the general partner of our general partner, (3) our general partner contributed its general partner
interest in HOLP to us, and (4) we purchased the outstanding capital stock of Heritage Holdings, Inc. (the “Energy
Transfer Transactions’). Although Heritage Propane Partners, L.P. was the surviving parent entity for legal purposesin the
Energy Transfer Transactions, ETC OLP was the acquiror for accounting purposes. As aresult, following the Energy
Transfer Transactions, the historical financial statements of ETC OLP for periods prior to the closing of the Energy
Transfer Transactions became our historical financial statements. ETC OLP was formed on October 1, 2002 and has an
August 31 year-end. ETC OLP s predecessor entities had a December 31 year-end. Accordingly, ETC OLP' s 11-month
period ended August 31, 2003 is treated as a transition period.

The ratio of earnings to fixed charges for the period from October 1, 2002 to August 31, 2003 has been derived from the
historical financial statements of ETC OLP incorporated by reference in this prospectus supplement. During thistime
period, ETC OLP owned the Southeast Texas System and the Elk City System. From October 1, 2002 through
December 27, 2002, ETC OLP also owned a 50% equity interest in Oasis Pipe Line Company, which owns the Oasis
Pipeline. After December 27, 2002, ETC OLP owned a 100% interest in Oasis Pipe Line. In addition, on December 27,
2002, an affiliate of ETC’ s general partner contributed to ETC OLP its marketing business and its interest the Vantex
System, the Rusk County Gathering System, the Whiskey Bay System and the Chalkley Transmission System.

The ratio of earnings to fixed charges for periods prior to October 1, 2002 has been derived from the historical financial
statements of Aquila Gas Pipeline. Prior to October 1, 2002, Aquila Gas Pipeline owned the Southeast Texas System, the
Elk City System and a 50% equity interest in Oasis Pipe Line. All of these assets were acquired by ETC OLP effective
October 1, 2002.

The ratio of earningsto fixed charges for Aquila Gas Pipeline for the nine months ended September 30, 2002 and the year:
ended December 31, 2001 and 2000 and as of September 30, 2002 and December 31, 2001 and 2000 has been derived
from the audited consolidated financial statements of Aquila Gas Pipeline incorporated, which are not included or
incorporated by reference in this prospectus supplement.

The following table sets forth our consolidated ratio of earnings to fixed charges for the periods indicated therein and on a
pro forma basis to give effect to (1) the HPL System acquisition in January 2005, (2) the acquisition of Titan Energy
Partners LP and Titan Energy GP LLC on June 1, 2006 and (3) this offering and the use of the net proceeds of this offerin
asif each of these transactions had occurred on September 1, 2004:

Pro Pro
Pro Pro ProForma Forma Forma
Forma ProForma Forma Nine Nine Nine
Y ear Y ear Y ear Months Months Month:
Ended Ended Ended Ended Ended Ended
August 31, August 31, August 31, May 31, May 31, May 31
Aquila GasPipeline Energy Transfer 2005 2005 2005 2006 2006 2006
Nine Eleven Year HPL Nine
Months Months stem Months
Year Ended  ppgeq Ended  Ended Ac?uisition Ended
December 31, sentember 30, August 31, AUUSE 3L, This  and Titan May 31, Titan This
2000 2001 2002 2003 2004 2005 Offering Acquisition Combined 2006 Acquisition Offering Combine
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Ratio of
earnings

to fixed
charges 255 6.64 1.72 457 3.28 3.02 2.69 5.27 4.72 7.50 6.75 5.86

For these ratios “earnings’ is the amount resulting from adding the following items:
* pre-tax income from continuing operations, before minority interest and equity in earnings of affiliates;

* amortization of capitalized interest;
S7
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» distributed income of equity investees, and
» fixed charges.
The term “fixed charges’ means the sum of the following:
* interest expensed;
* interest capitalized;
» amortized debt issuance costs, and

* estimated interest e ement of rentals.

S8
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DESCRIPTION OF NOTES

Energy Transfer will issue the notes under an indenture dated as of January 18, 2005 among itself, the Subsidiary
Guarantors (as defined below) and U.S. Bank National Association (as successor-by-merger to Wachovia Bank, National
Association), as trustee, as supplemented by a supplemental indenture creating the notes (as so supplemented, the
“indenture”). This description isasummary of the material provisions of the notes, the guarantees and the indenture. This
description does not restate those agreements and instruments in their entirety. Y ou should refer to the notes and the
indenture, forms of which are available as set forth below under “Where Y ou Can Find More Information,” for a complete
description of our obligations and your rights.

Y ou can find the definitions of various terms used in this description under “—Certain Definitions’ below. In this
description, the term “Energy Transfer” refers only to Energy Transfer Partners, L.P. and not to any of its Subsidiaries.

General
The notes:;

« will be general unsecured, senior obligations of Energy Transfer, ranking equally with all other existing and futur:
unsecured and unsubordinated indebtedness of Energy Transfer;

» will initially be issued in an aggregate principal amount of $400 million with respect to the 2017 Notes and an
aggregate principal amount of $400 million with respect to the 2036 Notes;

e will mature on February 15, 2017, with respect to the 2017 Notes, and October 15, 2036, with respect to the
2036 Notes,

» will beissued in denominations of $1,000 and integral multiples of $1,000;

e will bear interest from October 23, 2006 at an annual rate of 6.125% with respect to the 2017 Notes and an annual
rate of 6.625% with respect to the 2036 Notes,

» will be redeemable at any time at our option at the redemption price described below under “—Optional
Redemption;” and

« will be fully and unconditionally guaranteed on an unsecured, unsubordinated basis by each of the Subsidiary
Guarantors.

The notes constitute separate series of debt securities under the indenture. The indenture does not limit the amount of debt
securities we may issue under the indenture from time to time in one or more series. Currently, we have outstanding under
the indenture $750 million aggregate principal amount of our 5.95% Senior Notes due 2015 and $400 million aggregate
principal amount of our 5.65% Senior Notes due 2012. We may in the future issue additional debt securities under the
indenture in addition to the notes.

Interest

Interest on the notes will accrue from and include October 23, 2006 or from and include the most recent interest payment
date to which interest has been paid or provided for. We will pay interest in cash semiannually in arrears on February 15
and August 15 of each year, beginning February 15, 2007, with respect to the 2017 Notes, and April 15 and October 15 of
each year, beginning April 15, 2007, with respect to the 2036 Notes. We will make interest payments to the personsin
whose names the notes are registered at the close of business on February 1 or August 1, as applicable, with respect to the
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2017 Notes, or April 1 or October 1, as applicable, with respect to the 2036 Notes, in each case before the next interest
payment date. Interest will be computed on the basis of a 360-day year consisting of twelve 30-day months. If any interest
payment date falls on aday that is not a business day, the payment will be made on the next business day, and no interest
will accrue on the amount of interest due on that interest payment date for the period from and after the interest payment
date to the date of payment.

Further Issuances

We may from time to time, without notice to or the consent of the holders of the notes, create and issue additional notes
having the same terms as the notes offered by this prospectus supplement and accompanying prospectus, except for the
issue price, the date upon which interest begins to accrue and, in some cases, the first interest payment date. Additional
notes issued in this manner will form a single series with the previously issued and outstanding notes.

S9
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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; or

* the sum of the present values of the remaining scheduled payments of principal and interest (at the interest rate in
effect on the date of calculation of the redemption price) on the notes to be redeemed that would be due after the
related redemption date but for such redemption (exclusive of interest accrued to the redemption date) discounted
to the redemption date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at
the applicable Treasury Yield plus 25 basis points in the case of the 2017 Notes and plus 35 basis pointsin the
case of 2036 Notes;

e plus, in either case, accrued interest to the redemption date.

The actual redemption price, calculated as provided below, will be calculated and certified to the trustee and us by the
Independent Investment Banker.

Notes called for redemption become due on the redemption date. Notices of redemption will be mailed at least 30 but not
more than 60 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, the redemption date
the method of calculating the redemption price 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 of the notes are redeemed at any time, the
trustee will select the notes to be redeemed on a pro rata basis, by lot or by any other method the trustee deems fair and

appropriate.

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

“Treasury Yield” means, with respect to any redemption date applicable to the notes, (a) 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; or (b) if the release (or any successor release) is not published during the week preceding the calculation
date or does not contain these yields, the rate per annum equal to the semi-annual equivalent yield to maturity (computed
as of the third business day immediately preceding such redemption date) of the Comparable Treasury |ssue, assuming a
price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the applicable
Comparable Treasury Price for such redemption date.

“Comparable Treasury Issue’” means the United States Treasury security selected by the Independent Investment Banker a
having a 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
comparable maturity to the remaining term of the notes to be redeemed; provided, however, that if no maturity iswithin
three months before or after the maturity date for such notes, yields for the two published maturities most closely
corresponding to such United States Treasury security will be determined and the treasury rate will be interpolated or
extrapolated from those yields on a straight line basis rounding to the nearest month.
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“Comparable Treasury Price” means, with respect to any redemption date, (a) the average of four Reference Treasury
Dealer Quotations for the redemption date, after excluding the highest and lowest Reference Treasury Dealer Quotations,
or (b) if the Independent Investment Banker obtains fewer than four Reference Treasury Dealer Quotations, the average of
all such quotations.
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“Independent Investment Banker” means Banc of America Securities LLC, Credit Suisse Securities (USA) LLC or
Wachovia Capital Markets, LLC (and their respective successors) or, if any such firmisnot willing and able to select the
applicable Comparable Treasury Issue, an independent investment banking institution of national standing appointed by
the trustee and reasonably acceptable to Energy Transfer.

“Reference Treasury Dealer” means (a) each of Banc of America Securities LLC, Credit Suisse Securities (USA) LLC,
Wachovia Capital Markets, LLC and their respective successors, and (b) one other primary U.S. government securities
dealersin New Y ork City selected by Energy Transfer (each, a“Primary Treasury Dealer”); provided, however, that if any
of the foregoing shall cease to be a Primary Treasury Dealer, Energy Transfer will substitute therefor another Primary
Treasury Dedler.

“Reference Treasury Dealer Quotations’ means, with respect to each Reference Treasury Dealer and any redemption date
for the notes, an average, as determined by the Independent Investment Banker, of the bid and asked prices for the
Comparable Treasury Issue for the notes to be redeemed (expressed in each case as a percentage of its principal amount)
guoted in writing to the trustee by such Reference Treasury Dealer at 5:00 p.m., New Y ork City time, on the third busines:
day preceding such redemption date.

Guar antees

The Subsidiary Guarantors will jointly and severally guarantee, on an unsecured, senior basis, Energy Transfer’s
obligations under the notes. The obligations of each Subsidiary Guarantor under its guarantee will be limited as necessary
to prevent that guarantee from constituting a fraudulent conveyance under applicable law.

The Subsidiary Guarantors will be comprised of La Grange Acquisition, L.P., Titan Energy GP, L.L.C., Titan Energy
Partners, L.P. and all of their direct and indirect wholly-owned and majority-owned Subsidiaries that guarantee Energy
Transfer’ s obligations under the Credit Agreement. Energy Transfer will cause any of its future domestic Subsidiaries that
guarantees, becomes a co-obligor with respect to or otherwise provides direct credit support for any obligations of Energy
Transfer or any of its Subsidiaries under the Credit Agreement, to execute and deliver to the trustee supplemental
indenturesin aform satisfactory to the trustee pursuant to which such Subsidiary guarantees Energy Transfer’s obligation:
with respect to the notes on the terms provided for in the indenture.

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 and Discharge,” then any
Subsidiary Guarantor will be released. Further, 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 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 al of our direct or indirect limited partnership or other equity interests in the Subsidiary
Guarantor;

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 awritten notice by usto the trustee, upon the release of all guarantees or other obligations o
the Subsidiary Guarantor with respect to the obligations of Energy Transfer or any of its Subsidiaries under the
Credit Agreement.
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If at any time following any release of a Subsidiary Guarantor from its guarantee of the notes pursuant to the third bullet
point in the preceding paragraph, the Subsidiary Guarantor again guarantees, becomes a co-obligor with respect to or
otherwise provides direct credit support for any obligations of Energy Transfer or any of its Subsidiaries under the Credit
Agreement, then Energy Transfer will cause the Subsidiary Guarantor to again guarantee the notes in accordance with the

indenture.
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Ranking

The notes will be unsecured, unless we are required to secure them pursuant to the limitations on liens covenant described
below under “—Certain Covenants—Limitations on Liens.” The notes will also be the unsubordinated obligations of
Energy Transfer and will rank equally with al other existing and future unsubordinated indebtedness of Energy Transfer.
Each guarantee of the notes will be an unsecured and unsubordinated obligation of the Subsidiary Guarantor and will rank
equally with all other existing and future unsubordinated indebtedness of the Subsidiary Guarantor. The notes and each
guarantee will effectively rank junior to any future indebtedness of Energy Transfer and the Subsidiary Guarantor that is
both secured and unsubordinated to the extent of the value of the assets securing such indebtedness, and the notes will
effectively rank junior to all indebtedness and other liabilities of Energy Transfer’s existing and future Subsidiaries that ar:
not Subsidiary Guarantors.

As of May 31, 2006, after giving effect to this offering and the use of net proceeds therefrom, Energy Transfer, excluding
its subsidiaries, would have had $1.948 billion of indebtedness, al of which would have been unsecured, unsubordinated
indebtedness consisting entirely of the notes, Energy Transfer’s 5.95% Senior Notes due 2015, Energy Transfer’s 5.65%
Senior Notes due 2012 and Energy Transfer’s obligations under the Credit Agreement, and the Subsidiary Guarantors
would have had $1.948 billion of indebtedness, al of which would have been unsecured, unsubordinated indebtedness
consisting entirely of the guarantees of the notes, of Energy Transfer’s 5.95% Senior Notes due 2015, of Energy Transfer’:
5.65% Senior Notes due 2012 and of Energy Transfer’s obligations under the Credit Agreement. Not all of Energy
Transfer’s Subsidiaries will guarantee the notes, and, in particular, HOLP and its Subsidiaries and Heritage Holdings, Inc.
will not guarantee the notes. Substantially all the assets of HOLP and its Subsidiaries are pledged to secure Indebtedness o
HOLP and its Subsidiaries. As of May 31, 2006, Energy Transfer’s non-guarantor Subsidiaries had indebtedness and othel
liabilities (including trade payables) of $475.5 million, all of which is effectively senior to the notes. The indenture does
not restrict the ability of the non-guarantor Subsidiaries to incur additional indebtedness or other obligations that will
effectively rank senior to the notes. The non-guarantor subsidiaries generated 11.8% of our consolidated revenues and,
after allocating the operating expenses of the partnership to our propane business, 16.0% of our consolidated operating
income on a pro formabasis, giving effect to the acquisition of Titan Energy Partners LP and Titan Energy GP LLC, for
the nine months ended May 31, 2006, and held 23.3% of our consolidated assets at May 31, 2006, on a pro formabasis
giving effect to the acquisition of Titan Energy Partners LP and Titan Energy GP LLC.

No Sinking Fund
We are not required to make any mandatory redemption or sinking fund payments with respect to the notes.

Certain Covenants

Except as set forth below, neither Energy Transfer nor any of its Subsidiaries is restricted by the indenture from incurring
any type of Indebtedness or other obligation, from paying dividends or making distributions on its partnership or other
equity interests or purchasing or redeeming its partnership or other equity interests. The indenture does not require the
maintenance of any financial ratios or specified levels of net worth or liquidity. In addition, the indenture does not contain
any provisions that would require Energy Transfer to repurchase or redeem or otherwise modify the terms of the notes
upon achange in control or other eventsinvolving Energy Transfer that could adversely affect the creditworthiness of
Energy Transfer.

Limitations on Liens. Energy Transfer will not, nor will it permit any of its Subsidiaries to, create, assume, incur or suffer
to exist any mortgage, lien, security interest, pledge, charge or other encumbrance (“liens’) upon any Principal Property or
upon any capital stock of any Restricted Subsidiary, whether owned on the date of the indenture or thereafter acquired, to
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secure any Indebtedness of Energy Transfer or any other Person (other than the notes), without in any such case making
effective provisions whereby all of the outstanding notes are secured equally and ratably with, or prior to, such
Indebtedness so long as such Indebtednessis so secured.
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Notwithstanding the foregoing, under the indenture, Energy Transfer may, and may permit any of its Subsidiaries to,
create, assume, incur, or suffer to exist without securing the notes (a) any Permitted Lien, (b) any lien upon any Principal
Property or capital stock of a Restricted Subsidiary to secure Indebtedness of Energy Transfer or any other Person,
provided that the aggregate principal amount of al Indebtedness then outstanding secured by such lien and all similar lien:
under this clause (b), together with al Attributable Indebtedness from Sale-L easeback Transactions (excluding Sale-

L easeback Transactions permitted by clauses (1) through (4), inclusive, of the first paragraph of the restriction on sale-
leasebacks covenant described below), does not exceed 10% of Consolidated Net Tangible Assets or (c) any lien upon

() any Principal Property that was not owned by Energy Transfer or any of its Subsidiaries on the date of the supplementa
indenture creating the notes or (ii) the capital stock of any Restricted Subsidiary that owns no Principa Property that was
owned by Energy Transfer or any of its Subsidiaries on the date of the supplemental indenture creating the notes, in each
case owned by a Subsidiary of Energy Transfer (an “Excluded Subsidiary”) that (A) isnot, and is not required to be, a
Subsidiary Guarantor and (B) has not granted any liens on any of its property securing Indebtedness with recourse to
Energy Transfer or any Subsidiary of Energy Transfer other than such Excluded Subsidiary or any other Excluded
Subsidiary.

Restriction on Sale-L easebacks. Energy Transfer will not, and will not permit any Subsidiary to, engage in the sale or
transfer by Energy Transfer or any of its Subsidiaries of any Principal Property to a Person (other than Energy Transfer or
a Subsidiary Guarantor) and the taking back by Energy Transfer or its Subsidiary, as the case may be, of alease of such
Principal Property (a* Sale-Leaseback Transaction”), unless:

(1) such Sale-Leaseback Transaction occurs within one year from the date of completion of the acquisition of the
Principal Property subject thereto or the date of the completion of construction, development or substantial repai
or improvement, or commencement of full operations on such Principal Property, whichever is later;

(2) the Sale-Leaseback Transaction involves alease for a period, including renewals, of not more than three years;

(3) Energy Transfer or such Subsidiary would be entitled to incur Indebtedness secured by alien on the Principal
Property subject thereto in a principal amount equal to or exceeding the Attributable Indebtedness from such
Sale-L easeback Transaction without equally and ratably securing the notes; or

(4) Energy Transfer or such Subsidiary, within a one-year period after such Sale-L easeback Transaction, applies or
causes to be applied an amount not less than the Attributable Indebtedness from such Sale-L easeback
Transaction to (a) the prepayment, repayment, redemption, reduction or retirement of any Indebtedness of
Energy Transfer or any of its Subsidiaries that is not subordinated to the notes or any guarantee, or (b) the
expenditure or expenditures for Principal Property used or to be used in the ordinary course of business of
Energy Transfer or its Subsidiaries.

Notwithstanding the foregoing, Energy Transfer may, and may permit any Subsidiary to, effect any Sale-L easeback
Transaction that is not excepted by clauses (1) through (4), inclusive, of the preceding paragraph provided that the
Attributable Indebtedness from such Sale-L easeback Transaction, together with the aggregate principal amount of
outstanding Indebtedness (other than the notes) secured by liens other than Permitted Liens upon Principal Properties, doe
not exceed 10% of Consolidated Net Tangible Assets.

Reports. So long as any notes are outstanding, Energy Transfer will:

» foraslongasitisrequired to file information with the SEC pursuant to the Exchange Act, file with the trustee,
within 15 days after it isrequired to file with the SEC, copies of the annual reports and of the information,
documents and other reports which it is required to file with the SEC pursuant to the Exchange Act;
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Merger,

if it isnot required to file reports with the SEC pursuant to the Exchange Act, file with the trustee, within 15 days
after it would have been required to file with the SEC, financial statements (and with respect to annual reports, an
auditors’ report by afirm of established national reputation) and a Management’ s Discussion and Analysis of
Financial Condition and Results of Operations, both comparable to what it would have been required to file with
the SEC had it been subject to the reporting requirements of the Exchange Act; and

if itisrequired to furnish annual or quarterly reports to its equity holders pursuant to the Exchange Act, it will file
these reports with the trustee.

Consolidation or Sale of Assets. Energy Transfer may, without the consent of the holders of any of the notes,

consolidate with or convey, transfer or lease all or substantially all of its assets to, or merge with or into, any partnership,
limited liability company or corporation if:

)

(2)
3)

(4)

the partnership, limited liability company or corporation formed by or resulting from any such consolidation or
merger or to which such assets have been transferred (the “successor”) is Energy Transfer or assumes all of
Energy Transfer’s obligations and liabilities under the indenture and the notes;

the successor is organized under the laws of the United States, any state or the District of Columbia;

immediately after giving effect to the transaction no Default or Event of Default has occurred and is continuing;
and

Energy Transfer has delivered to the trustee an officers’ certificate and an opinion of counsel, each stating that
such consolidation, merger or transfer complies with the indenture.

The successor will be substituted for Energy Transfer in the indenture with the same effect asiif it had been an original
party to the indenture. Thereafter, the successor may exercise the rights and powers of Energy Transfer under the
indenture. If Energy Transfer conveys or transfers all or substantially all of its assets, it will be released from al liabilities
and obligations under the indenture and under the notes except that no such release will occur in the case of alease of all
or substantially all of its assets.

Events of Default

Each of the following isan Event of Default under the indenture with respect to the notes:

()
2

3)

(4)

(5)

default in any payment of interest on the notes when due continued for 30 days;

default in the payment of principal of or premium, if any, on the notes when due at their stated maturity, upon
redemption, upon declaration or otherwise;

failure by Energy Transfer to comply for 60 days after notice with its other covenants or agreements in the
indenture;

certain events of bankruptcy, insolvency or reorganization of Energy Transfer or any Subsidiary Guarantor (the
“bankruptcy provisions’);

any guarantee ceases to be in full force and effect or is declared null and void or isfound to be invalidin a
judicial proceeding or any Subsidiary Guarantor denies or disaffirmsits obligations under the indenture or its
guarantee; or
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(6) any Indebtedness of Energy Transfer or any Subsidiary Guarantor is not paid within any applicable grace period
after final maturity or is accelerated by the holders thereof because of a default and the total amount of such
Indebtedness unpaid or accelerated exceeds $25,000,000. However, a default under clause (3) of this paragraph
will not constitute an Event of Default until the trustee or the holders of at least 25% in principal amount of the
outstanding notes notify Energy Transfer of the default and such default is not cured within the time specified in
clause (3) of this paragraph after receipt of such notice.
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An Event of Default for the notes will not necessarily constitute an Event of Default for any other series of debt securities
issued under the indenture, and an Event of Default for any such other series of debt securities will not necessarily
constitute an Event of Default for the notes. Further, an event of default under other indebtedness of Energy Transfer or its
Subsidiaries will not necessarily constitute a Default or an Event of Default for the notes. If an Event of Default (other tha
an Event of Default described in clause (4) above) with respect to the notes of either series occurs and is continuing, the
trustee by notice to Energy Transfer, or the holders of at least 25% in principal amount of the outstanding notes of such
series by notice to Energy Transfer and the trustee, may, and the trustee at the request of such holders shall, declare the
principal of, premium, if any, and accrued and unpaid interest, if any, on all the notes of such series to be due and payable.
Upon such a declaration, such principal, premium and accrued and unpaid interest will be due and payable immediately. If
an Event of Default described in clause (4) above occurs, the principal of, premium, if any, and accrued and unpaid interes
on the notes will become and be immediately due and payable without any declaration of acceleration or other act on the
part of the trustee or any holders.

The holders of amajority in principal amount of the outstanding notes of the applicable series may rescind any
acceleration with respect to the notes of such series and annul its consequences if rescission 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 of such
series, other than the nonpayment of the principal of, premium, if any, and interest on the notes that have become due
solely by such acceleration, have been cured or waived.

Subject to the provisions of the indenture relating to the duties of the trustee if an Event of Default occursand is
continuing, the trustee will be under no obligation to exercise any of the rights or powers under the indenture at the reques
or direction of any of the holders of notes, unless such holders have offered to the trustee reasonable indemnity or security
against any cost, liability or expense. Except to enforce the right to receive payment of principal, premium, if any, or
interest when due, no holder of notes may pursue any remedy with respect to the indenture or the notes, unless:

(1) such holder has previously given the trustee notice that an Event of Default with respect to the notesis
continuing;

(2) holdersof at least 25% in principal amount of the outstanding notes of the applicable series have requested the
trustee to pursue the remedy;

(3) such holders have offered the trustee reasonable security or indemnity against any cost, liability or expense;

(4) thetrustee has not complied with such request within 60 days after the receipt of the request and the offer of
security or indemnity; and

(5) theholdersof amgority in principal amount of the outstanding notes of the applicable series have not given the
trustee a direction that, in the opinion of the trustee, isinconsistent with such request within such 60-day period.

Subject to certain restrictions, the holders of amajority in principal amount of the outstanding notes of the applicable
series have the right to direct the time, method and place of conducting any proceeding for any remedy available to the
trustee or of exercising any trust or power conferred on the trustee with respect to the notes of such series. The trustee,
however, may refuse to follow any direction that conflicts with law or the indenture or that the trustee determines is undul
prejudicial to the rights of any other holder of notes or that would involve the trustee in personal liability.

The indenture providesthat if a Default (that is, an event that is, or after notice or the passage of time would be, an Event
of Default) with respect to the notes occurs and is continuing and is known to the trustee, the trustee must mail to each
holder of notes notice of the Default within 90 days after it occurs. Except in the case of a Default in the payment of
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principal of, premium, if any, or interest on the notes, the trustee may withhold such notice, but only if and so long as the
trustee in good faith determines that withholding notice is in the interests of the holders of notes. In addition, Energy
Transfer isrequired to deliver to the trustee, within 120 days after the end of each fiscal year, an officers’ certificate asto
compliance with all covenants under the indenture and indicating whether the signers thereof know of any Default or

Event of Default that occurred during the previous
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year. Energy Transfer also isrequired to deliver to the trustee, within 30 days after the occurrence thereof, an officers
certificate specifying any Default or Event of Default, its status and what action Energy Transfer istaking or proposes to
take in respect thereof.

Amendments and Waivers

Amendments of the indenture may be made by Energy Transfer, the Subsidiary Guarantors and the trustee with the
consent of the holders of amgjority in principal amount of the debt securities of each affected series then outstanding
under the indenture (including consents obtained in connection with atender offer or exchange offer for debt securities).
However, without the consent of each holder of an affected note, no amendment may, among other things:

(1) reduce the percentage in principal amount of notes whose holders must consent to an amendment;
(2) reducetherate of or extend the time for payment of interest on any note;
(3) reducethe principal of or extend the stated maturity of any note;

(4) reduce the premium payable upon the redemption of any note as described above under “—Optiona
Redemption;”

(5) make any notes payable in money other than U.S. dollars;

(6) impair theright of any holder to receive payment of premium, if any, principal of and interest on such holder’s
note on or after the due dates therefor or to institute suit for the enforcement of any payment on or with respect
to such holder’ s note;

(7) make any change in the amendment provisions which require each holder’s consent or in the waiver provisions,

(8) release any security that may have been granted in respect of the notes other than in accordance with the
indenture; or

(9) release the guarantee of any Subsidiary Guarantor other than in accordance with the indenture or modify its
guarantee in any manner adverse to the holders.

The holders of amajority in principal amount of the outstanding notes of either series may waive compliance by Energy
Transfer with certain restrictive covenants on behalf of all holders of notes of such series, including those described under
“—Certain Covenants—Limitations on Liens” and “—Certain Covenants—Restriction on Sale-L easebacks.” The holders
of amajority in principal amount of the outstanding notes of either series, on behalf of al such holders, may waive any
past Default or Event of Default with respect to the notes of such series (including any such waiver obtained in connection
with atender offer or exchange offer for the notes), except a Default or Event of Default in the payment of principal,
premium or interest or in respect of a provision that under the indenture cannot be modified or amended without the
consent of the holder of each outstanding note affected. A waiver by the holders of notes of either series of compliance
with a covenant, a Default or an Event of Default will not constitute awaiver of compliance with such covenant or such
Default or Event of Default with respect to any other series of debt securities issued under the indenture to which such
covenant, Default or Event of Default applies.

Without the consent of any holder, Energy Transfer, the Subsidiary Guarantors and the trustee may amend the indenture
to:

(1) cureany ambiguity, omission, defect or inconsistency;
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(2) provide for the assumption by a successor of the obligations of Energy Transfer under the indenture;
(3) provide for uncertificated notes in addition to or in place of certificated notes;

(4) providefor the addition of any Subsidiary as a Subsidiary Guarantor, or to reflect the release of any Subsidiary
Guarantor, in either case as provided in the indenture;
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(5) securethe notes or a guarantee;

(6) add to the covenants of any Energy Transfer or any Subsidiary Guarantor for the benefit of the holders or
surrender any right or power conferred upon Energy Transfer or any Subsidiary Guarantor;

(7) make any change that does not adversely affect the rights under the indenture of any holder;

(8 comply with any requirement of the SEC in connection with the qualification of the indenture under the Trust
Indenture Act; and

(9) provide for a successor trustee.

The consent of the holders is not necessary under the indenture to approve the particular form of any proposed amendment
It issufficient if such consent approves the substance of the proposed amendment. After an amendment under the
indenture becomes effective, Energy Transfer isrequired to mail to all holders of notes a notice briefly describing such
amendment. However, the failure to give such notice to all such holders, or any defect therein, will not impair or affect the
validity of the amendment.

Defeasance and Discharge

Energy Transfer at any time may terminate all its obligations under the indenture as it relates to the notes of either series
(“legal defeasance’), except for certain obligations, including those respecting the defeasance trust and obligations to
register the transfer of or exchange the notes, to replace mutilated, destroyed, lost or stolen notes and to maintain a
registrar and paying agent in respect of the notes.

Energy Transfer at any time may terminate its obligations under the covenants described under “—Certain

Covenants” (other than “Merger, Consolidation or Sale of Assets’) and the bankruptcy provisions with respect to each
Subsidiary Guarantor, the guarantee provision and the cross-accel eration provision described under “—Events of Default”
above with respect to the notes of either series (*“ covenant defeasance”).

Energy Transfer may exerciseits legal defeasance option notwithstanding its prior exercise of its covenant defeasance
option. If Energy Transfer exercisesitslegal defeasance option, payment of the notes of the applicable series may not be
accelerated because of an Event of Default. If Energy Transfer exercises its covenant defeasance option for the notes,
payment of the notes of the applicable series may not be accelerated because of an Event of Default specified in clause (3)
(4) (with respect only to a Subsidiary Guarantor), (5) or (6) under “—Events of Default” above. If Energy Transfer
exercises either itslegal defeasance option or its covenant defeasance option, each guarantee will terminate with respect tc
the notes of the applicable series and any security that may have been granted with respect to the notes of the applicable
series will be released.

In order to exercise either defeasance option, Energy Transfer must irrevocably deposit in trust (the “ defeasance trust™)
with the trustee money, U.S. Government Obligations (as defined in the indenture) or a combination thereof for the
payment of principal, premium, if any, and interest on the notes of the applicable series to redemption or stated maturity,
as the case may be, and must comply with certain other conditions, including delivery to the trustee of an opinion of
counsel (subject to customary exceptions and exclusions) to the effect that holders of the notes will not recognize income,
gain or loss for federal income tax purposes as aresult 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 defeasance had not
occurred. In the case of legal defeasance only, such opinion of counsel must be based on aruling of the Internal Revenue
Service or other change in applicable federal income tax law.
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In the event of any legal defeasance, holders of the notes of the applicable series would be entitled to look only to the trust
fund for payment of principal of and any premium and interest on their notes until maturity.

Although the amount of money and U.S. Government Obligations on deposit with the trustee would be intended to be
sufficient to pay amounts due on the notes at the time of their stated maturity, if Energy Transfer exercises its covenant
defeasance option for the notes and the notes are declared due and payabl e because of the
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occurrence of an Event of Default, such amount may not be sufficient to pay amounts due on the notes at the time of the
acceleration resulting from such Event of Default. Energy Transfer would remain liable for such payments, however.

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

* deliver al outstanding notes of such seriesto the trustee for cancellation; or

« al 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 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 sufficient to pay the entire
indebtedness of such notes, including interest to the stated maturity or applicable redemption date.

Book-Entry System

We have obtained the information in this section concerning The Depository Trust Company (“DTC”) and its book-entry
systems and procedures from DTC, but we take no responsibility for the accuracy of thisinformation. In addition, the
description in this section reflects our understanding of the rules and procedures of DTC as they are currently in effect.
DTC could change its rules and procedures at any time.

The notes will initially be represented by one or more fully registered global notes. Each such global note will be deposite
with, or on behalf of, DTC or any successor thereto and registered in the name of Cede & Co. (DTC’s nominee). Y ou may
hold your interests in the global notes through DTC either as a participant in DTC or indirectly through organizations
which are participantsin DTC.

Solong as DTC or its nominee is the registered owner of the global securities representing the notes, DTC or such
nominee will be considered the sole owner and holder of the notes for all purposes of the notes and the indenture. Except
as provided below, owners of beneficial interestsin the notes will not be entitled to have the notes registered in their
names, will not receive or be entitled to receive physical delivery of the notes in definitive form and will not be considerec
the owners or holders of the notes under the indenture, including for purposes of receiving any reports delivered by us or
the trustee pursuant to the indenture. Accordingly, each person owning a beneficial interest in a note must rely on the
procedures of DTC or its nominee and, if such person is not a participant, on the procedures of the participant through
which such person ownsitsinterest, in order to exercise any rights of a holder of notes.

The Depository Trust Company. DTC will act as securities depositary for the notes. The notes will be issued as fully
registered notes registered in the name of Cede & Co. DTC has advised us asfollows. DTCis

e alimited-purpose trust company organized under the New Y ork Banking Law;
* a“banking organization” under the New Y ork Banking Law;

« amember of the Federal Reserve System;

» a“clearing corporation” under the New Y ork Uniform Commercial Code; and

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

DTC holds securities that its direct participants deposit with DTC. DTC facilitates the settlement among direct participant:
of securities transactions, such as transfers and pledges, in deposited securities through el ectronic computerized book-entr
changesin direct participants accounts, thereby eliminating the need for physical movement of securities certificates.
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Direct participants of DTC include securities brokers and dealers (including the underwriters), banks, trust companies,
clearing corporations, and certain other organizations. DTC is owned by a number of its direct participants. Indirect access
to the DTC system is also available to securities brokers and dealers, banks and trust companies that maintain a custodial
relationship with a direct participant.

If you are not adirect participant or an indirect participant and you wish to purchase, sell or otherwise transfer ownership
of, or other interests in, notes, you must do so through a direct participant or an indirect participant. DTC agrees with and
represents to DTC participants that it will administer its book-entry system in accordance with its rules and by-laws and
requirements of law. The SEC has on file a set of the rules applicable to DTC and its direct participants.

Purchases of notes under DTC’ s system must be made by or through direct participants, which will receive a credit for the
notes on DTC’ srecords. The ownership interest of each beneficial owner isin turn to be recorded on the records of direct
participants and indirect participants. Beneficial owners will not receive written confirmation from DTC of their purchase,
but beneficial owners are expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the direct participants or indirect participants through which such beneficial owners
entered into the transaction. Transfers of ownership interests in the notes are to be accomplished by entries made on the
books of participants acting on behalf of beneficial owners.

To facilitate subsequent transfers, all notes deposited with DTC are registered in the name of DTC’ s nominee, Cede & Co.
The deposit of noteswith DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership.
DTC has no knowledge of the actual beneficial owners of the notes. DTC’ s records reflect only the identity of the direct
participants to whose accounts such notes are credited, which may or may not be the beneficial owners. The participants
will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct participants and indirect participants to beneficial owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Book-Entry Format. Under the book-entry format, the trustee will pay interest or principal paymentsto Cede & Co., as
nominee of DTC. DTC will forward the payment to the direct participants, who will then forward the payment to the
indirect participants or to you as the beneficial owner. Y ou may experience some delay in receiving your payments under
this system. Neither we, the trustee under the indenture nor any paying agent has any direct responsibility or liability for
the payment of principal or interest on the notes to owners of beneficial interestsin the notes.

DTC isrequired to make book-entry transfers on behalf of its direct participants and is required to receive and transmit
payments of principal, premium, if any, and interest on the notes. Any direct participant or indirect participant with which
you have an account is similarly required to make book-entry transfers and to receive and transmit payments with respect
to the notes on your behalf. We, the underwriters and the trustee under the indenture have no responsibility for any aspect
of the actions of DTC or any of itsdirect or indirect participants. We, the underwriters and the trustee under the indenture
have no responsibility or liability for any aspect of the records kept by DTC or any of its direct or indirect participants
relating to or payments made on account of beneficial ownership interests in the notes or for maintaining, supervising or
reviewing any records relating to such beneficial ownership interests. We also do not supervise these systemsin any way.

The trustee will not recognize you as a holder under the indenture, and you can only exercise the rights of a holder
indirectly through DTC and its direct participants. DTC has advised usthat it will only take action regarding a note if one
or more of the direct participants to whom the note is credited directs DTC to take such action and only in respect of the
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participant or participants has or have given that direction. DTC can only act on behalf of its direct participants. Y our
ability to pledge notes to non-direct participants, and to take other actions, may be limited because you will not possess a
physical certificate that represents your notes.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the notes unless
authorized by adirect participant in accordance with DTC’ s procedures. Under its usual procedures, DTC will mail an
omnibus proxy to us as soon as possible after the record date. The omnibus proxy assigns Cede & Co’s consenting or
voting rights to those direct participants to whose accounts the notes are credited on the record date (identified in alisting
attached to the omnibus proxy).

DTC has agreed to the foregoing proceduresin order to facilitate transfers of the notes among its participants. However,
DTC isunder no obligation to perform or continue to perform those procedures, and may discontinue those procedures at
any time.

Concerning the Trustee

The indenture contains certain limitations on the right of the trustee, should it become our creditor, to obtain payment of
claimsin 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 within the meaning of the Trust Indenture Act after a Default has occurred and is continuing, it must
eliminate the conflict within 90 days, apply to the SEC for permission to continue as trustee or resign.

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 their 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 not be under any
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, expenses and liabilitiesit may incur.

U.S. Bank Nationa Association, as successor-by-merger to Wachovia Bank, National Association, isthe trustee under the
indenture and has been appointed by Energy Transfer as registrar and paying agent with regard to the notes. The trustee’s

address is 5555 San Felipe, Suite 1150, Houston, Texas 77056. The trustee and its affiliates maintain commercial banking
and other relationships with Energy Transfer.

No Personal Liability of Directors, Officers, Employees, Limited Partnersand Shareholders

The directors, officers, employees, limited partners and shareholders of Energy Transfer and the General Partner will not
have any liability for our obligations under the indenture or the notes. Each holder of notes, by accepting a note, waives
and releases al such liability. The waiver and release are part of the consideration for the issuance of the notes.

Governing Law

The indenture, the notes and the guarantees are governed by, and will be construed in accordance with, the laws of the
State of New Y ork.

Certain Definitions
“Attributable Indebtedness,” when used with respect to any Sale-L easeback Transaction, means, as at the time of
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determination, the present value (discounted at the rate set forth or implicit in the terms of the lease included in such
transaction) of the total obligations of the lessee for rental payments (other than amounts required to be paid on account of
property taxes, maintenance, repairs, insurance, assessments, utilities, operating and labor costs and other items that do no
constitute payments for property rights) during the remaining term of the lease included in such Sale-L easeback
Transaction (including any period for which such lease has been
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extended). In the case of any lease that is terminable by the lessee upon the payment of a penalty or other termination
payment, such amount shall be the lesser of the amount determined assuming termination upon the first date such lease
may be terminated (in which case the amount shall also include the amount of the penalty or termination payment, but no
rent shall be considered as required to be paid under such |ease subsequent to the first date upon which it may be so
terminated) or the amount determined assuming so such termination.

“Consolidated Net Tangible Assets’ means, at any date of determination, the total amount of assets of Energy Transfer ant
its consolidated Subsidiaries after deducting therefrom:

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

(2) thevalue (net of any applicable reserves) of al goodwill, trade names, trademarks, patents and other like
intangible assets,

all as set forth, or on a pro forma basis would be set forth, on the consolidated balance sheet of Energy Transfer and its
consolidated Subsidiaries for Energy Transfer’s most recently completed fiscal quarter for which financial statements have
been filed with the SEC prepared in accordance with generally accepted accounting principles.

“Credit Agreement” means the Amended and Restated Credit Agreement, dated as of June 29, 2006, among Energy
Transfer, Wachovia Bank, National Association, as Administrative Agent, and the other agents and lenders party thereto,
as amended, restated, refinanced, replaced or refunded from time to time.

“Genera Partner” means Energy Transfer Partners GP, L.P., aDelaware limited partnership, and its successors as general
partner of Energy Transfer.

“Indebtedness’ of any Person at any date means any obligation created or assumed by such Person for the repayment of
borrowed money or any guaranty thereof.

“Permitted Liens” means:
(1) liensupon rights-of-way for pipeline purposes,

(2) easements, rights-of-way, restrictions and other similar encumbrances incurred in the ordinary course of busines
and encumbrances consisting of zoning restrictions, easements, licenses, restrictions on the use of real property
or minor imperfectionsin title thereto and which do not in the aggregate materially adversely affect the value of
the properties encumbered thereby or materially impair their use in the operation of the business of Energy
Transfer and its Subsidiaries;

(3) rightsreserved to or vested by any provision of law in any municipality or public authority to control or regulate
any of the properties of Energy Transfer or any Subsidiary or the use thereof or the rights and interests of Energy
Transfer or any Subsidiary therein, in any manner under any and all laws;

(4) rightsreserved to the grantors of any properties of Energy Transfer or any Subsidiary, and the restrictions,
conditions, restrictive covenants and limitations, in respect thereto, pursuant to the terms, conditions and
provisions of any rights-of-way agreements, contracts or other agreements therewith;
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(5) any statutory or governmental lien or lien arising by operation of law, or any mechanics', repairmen’s,
materialmen’s, suppliers’, carriers', landlords’, warehousemen’s or similar lien incurred in the ordinary course o
business which is not more than sixty (60) days past due or which is being contested in good faith by appropriate
proceedings and any undetermined lien which isincidental to construction, development, improvement or repair

(6) any 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;
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(7) liensfor taxes and assessments which are (@) for the then current year, (b) not at the time delinquent, or
(c) delinquent but the validity or amount of which is being contested at the time by Energy Transfer or any of its
Subsidiaries in good faith by appropriate proceedings,

(8) liensof, or to secure performance of, leases, other than capital leases;
(9 anylieninfavor of Energy Transfer or any Subsidiary Guarantor;

(10) any lien upon any property or assets of Energy Transfer or any Subsidiary in existence on the date of theinitial
issuance of the notes,

(11) any lienincurred in the ordinary course of business in connection with workmen’s compensation, unemploymen
insurance, temporary disability, socia security, retiree health or similar laws or regulations or to secure
obligations imposed by statute or governmental regulations,

(12) liensin favor of any person to secure obligations under provisions of any letters of credit, bank guarantees,
bonds or surety obligations required or requested by any governmental authority in connection with any contract
or statute, provided that such obligations do not constitute Indebtedness; or any lien upon or deposits of any
assets to secure performance of bids, trade contracts, leases or statutory obligations, and other obligations of a
like nature incurred in the ordinary course of business;

(13) any lien upon any property or assets created at the time of acquisition of such property or assets by Energy
Transfer or any of its Subsidiaries 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 after the date of such acquisition;

(14) any lien upon any property or assets to secure all or part of the cost of construction, development, repair or
improvements thereon or to secure Indebtedness incurred prior to, at the time of, or within one year after
completion of such construction, development, repair or improvements or the commencement of full operations
thereof (whichever islater), to provide finds for any such purpose;

(15) any lien upon any property or assets existing thereon at the time of the acquisition thereof by Energy Transfer or
any of its Subsidiaries and any lien upon any property or assets of a Person existing thereon at the time such
Person becomes a Subsidiary of Energy Transfer by acquisition, merger or otherwise; provided that, in each
case, such lien only encumbers the property or assets so acquired or owned by such Person at the time such
Person becomes a Subsidiary;

(16) liensimposed by law or order as aresult of any proceeding before any court or regulatory body that is being
contested in good faith, and liens which secure a judgment or other court-ordered award or settlement asto
which Energy Transfer or the applicable Subsidiary has not exhausted its appellate rights;

(17) any extension, renewal, refinancing, refunding or replacement (or successive extensions, renewals, refinancing,
refunding or replacements) of liens, in whole or in part, referred to in clauses (1) through (16) above; provided,
however, that any such extension, renewal, refinancing, refunding or replacement lien shall be limited to the
property or assets covered by the lien extended, renewed, refinanced, refunded or replaced and that the
obligations secured by any such extension, renewal, refinancing, refunding or replacement lien shall bein an
amount not greater than the amount of the obligations secured by the lien extended, renewed, refinanced,
refunded or replaced and any expenses of Energy Transfer or its Subsidiaries (including any premium) incurred
in connection with such extension, renewal, refinancing, refunding or replacement; or
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(18) any lien resulting from the deposit of moneys or evidence of indebtedness in trust for the purpose of defeasing
Indebtedness of Energy Transfer or any of its Subsidiaries.

“Person” means any individual, corporation, partnership, limited liability company, joint venture, association, joint-stock
company, trust, unincorporated organization, government or any agency or political subdivision thereof or any other entity
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“Principal Property” means, whether owned or leased on the date of theinitial issuance of the notes or thereafter acquired:

(1) any pipeline assets of Energy Transfer or any of its Subsidiaries, including any related facilities employed in the
gathering, transportation, distribution, storage or marketing of natural gas, refined petroleum products, natural
gas liquids and petrochemicals, that are located in the United States of America or any territory or political
subdivision thereof; and

(2) any processing, compression, treating, blending or manufacturing plant or terminal owned or leased by Energy
Transfer or any of its Subsidiaries that islocated in the United States or any territory or political subdivision
thereof, except in the case of either of the preceding clauses (1) or (2):

(@) any such assets consisting of inventories, furniture, office fixtures and equipment (including data
processing equipment), vehicles and equipment used on, or useful with, vehicles;

(b)  any such assets which, in the opinion of the board of directors of the General Partner are not material in
relation to the activities of Energy Transfer and its Subsidiaries taken as awhole; and

(c) any assetsused primarily in the conduct of the retail propane marketing business conducted by Heritage
Operating, L.P. and its Subsidiaries.

“Restricted Subsidiary” means any Subsidiary owning or leasing, directly or indirectly through ownership in another
Subsidiary, any Principal Property.

“Subsidiary” means, with respect to any Person, any corporation, association or business entity of which more than 50% o
the total voting power of the equity interests entitled (without regard to the occurrence of any contingency) to vote in the
election of directors, managers or trustees thereof or any partnership of which more than 50% of the partners equity
interests (considering all partners’ equity interests as asingle class) is, in each case, at the time owned or controlled,
directly or indirectly, by such Person or one or more Subsidiaries of such Person or a combination thereof.

“Subsidiary Guarantor” means each Subsidiary of Energy Transfer that executes the indenture as a guarantor and each
other Subsidiary of Energy Transfer that thereafter guarantees the notes pursuant to the terms of the indenture but only so
long as such Subsidiary is a guarantor with respect to the notes on the terms provided for in the indenture.

S23

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (44 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

CERTAIN UNITED STATESFEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a summary of certain material U.S. federal income tax consequences relevant to the purchase,
ownership and disposition of the notes, but does not purport to be a complete analysis of all potential tax consequences.
The discussion is based upon the Internal Revenue Code of 1986, as amended (the “Code”), U.S. Treasury Regulations
issued thereunder, Internal Revenue Service rulings and pronouncements and judicial decisions now in effect, all of which
are subject to change at any time. Any such change may be applied retroactively in a manner that could adversely affect a
holder of the notes.

TO ENSURE COMPLIANCE WITH U.S. TREASURY CIRCULAR 230, YOU ARE HEREBY NOTIFIED THAT
THE DISCUSSION HEREIN ISFOR GENERAL INFORMATION ONLY AND MAY NOT ADDRESSALL TA>
CONSIDERATIONSTHAT MAY BE SIGNIFICANT TO YOU. THE DISCUSSION WASWRITTEN ON THE
UNDERSTANDING THAT IT MAY BE USED IN PROMOTING, MARKETING, AND RECOMMENDING
(WITHIN THE MEANING OF CIRCULAR 230) THE TRANSACTIONS DISCUSSED HEREIN. THE
DISCUSSION WASNOT WRITTEN, AND ISNOT INTENDED, TO BE USED BY ANY PERSON, AND
CANNOT BE USED BY ANY PERSON, FOR PURPOSES OF AVOIDING PENALTIESUNDER THE CODE.
EACH PROSPECTIVE INVESTOR SHOULD CONSULT AN INDEPENDENT TAX ADVISOR ASTO THE
TAX CONSEQUENCES OF PURCHASING, OWNING AND DISPOSING OF THE NOTESBASED ON THE
INVESTOR’'SPARTICULAR CIRCUMSTANCES.

The discussion herein does not address the tax treatment of any person whose principal purpose for engaging in the
transactions discussed herein is the avoidance or evasion of taxes. This discussion also does not address all of the U.S.
federal income tax consequences that may be relevant either to aholder in light of such holder’ s particular circumstances
or to holders subject to special rules, such as controlled foreign corporations, passive foreign investment companies,
financial institutions, regulated investment companies, real estate investment trusts, U.S. expatriates, insurance companies
dealersin securities or currencies, traders in securities, holders whose functional currency is not the U.S. dollar, tax-
exempt organizations, partnerships and pass-through entities, and persons holding the notes as part of a“straddle,”
“hedge,” “conversion transaction” or other integrated transaction. Moreover, neither the effect of any applicable state,
local or foreign tax laws nor the possible application of federal estate and gift taxation or the alternative minimum tax is
discussed. The discussion deals only with notes held as “ capital assets’ within the meaning of Section 1221 of the Code. I1
apartnership or other entity treated for U.S. income tax purposes as a partnership holds the notes, the tax treatment of a
partner thereof generally will depend on the status of the partner and the activities of the partnership. Each partner of a
partnership holding notes should consult its tax advisor as to the tax consequences of the partnership purchasing, owning
and disposing of the notes. In addition, this discussion is limited to persons purchasing the notes for cash at original issue
and at their “issue price” within the meaning of Section 1273 of the Code (i.e., the first price at which a substantial amoun
of notes are sold for cash).

Asused herein, “ United States Holder” means a beneficial owner of the notesthat is:
* anindividua that isacitizen or resident of the United States;

e acorporation or other entity taxable as a corporation for United States federal income tax purposes created or
organized in or under the laws of the United States or any state thereof (including the District of Columbia);

* an estate, theincome of which is subject to U.S. federal income tax regardless of its source; or
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e atrust, if aU.S. court can exercise primary supervision over the administration of the trust and one or more
United States persons has the authority to control all substantial trust decisions, or, if the trust was in existence on
August 20, 1996, was treated as a United States person prior to such date and has elected to continue to be treated
as a United States person under the applicable Treasury Regulations.
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We have not sought and will not seek any rulings from the Internal Revenue Service (the “IRS”) with respect to the
matters discussed below. There can be no assurance that the IRS will not take a different position concerning the tax
consequences of the purchase, ownership or disposition of the notes or that any such position would not be sustained.

PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORSWITH REGARD TO THE
FEDERAL INCOME TAX CONSEQUENCES OF PURCHASING, OWNING AND DISPOSING OF THE
NOTESTO THEIR PARTICULAR SITUATIONS, ASWELL ASTHE APPLICATION OF ANY STATE,
LOCAL, FOREIGN OR OTHER TAX LAWS, INCLUDING GIFT AND ESTATE TAX LAWS.

United States Holders
Interest

We do not anticipate that the notes will be issued with original issue discount (“OID”) other than possibly statutory de
minimis OID (generally defined as the product of 0.25%, the stated redemption price at maturity of the notes and the
number of complete years to maturity as of the issue date). As aresult, payments of stated interest on the notes generally
will be taxable to a United States Holder as ordinary income at the time that such payments are received or accrued, in
accordance with such United States Holder’ s method of accounting for U.S. federal income tax purposes. Unless a United
States Holder makes an election to include all interest (including OID and de minimis OID) into income using the constan
yield method, a United States Holder generally must report de minimis OID pro rata as principal payments are received or
the notes, and such income will be treated as capital gain if the notes are held as capital assets. A United States Holder
should consult its tax advisor with respect to the tax consequences of making the constant yield election for interest on the
notes.

In certain circumstances we may be obligated to pay amounts in excess of stated interest or principal on the notes.
According to Treasury Regulations, the possibility that any such paymentsin excess of stated interest or principal will be
made will not affect the amount of interest income a United States Holder recognizesif thereis only aremote chance as of
the date the notes were issued that such payments will be made. Aswe believe that the likelihood that we will be obligatec
to make any such paymentsis remote, we do not intend to treat the potential payment of a premium pursuant to the
optional redemption provision as part of the yield to maturity of any notes. Our determination that this contingency is
remote is binding on a United States Holder, unless such holder disclosesits contrary position in the manner required by
applicable Treasury Regulations, but is not binding on the IRS. If the IRS were to challenge this determination, a United
States Holder might be required to accrue income on its notes in excess of stated interest and prior to the receipt of cash
under the OID rules, and to treat as ordinary income rather than capital gain any income realized on the taxable dispositior
of a note before the resolution of the contingencies. In the event a contingency occurs, it would affect the amount and
timing of the income recognized by a United States Holder.

Assuming the OID rules do not apply to the notes, if we pay a premium pursuant to the optional redemption, United States
Holders will be required to recognize such amounts as income at the time received or accrued in accordance with the
United States Holder’ s method of accounting.

Sale or Other Taxable Disposition of the Notes

In general, aUnited States Holder will generally recognize gain or loss on the sale, exchange, redemption, retirement or
other taxable disposition of a note equal to the difference between the amount realized upon the disposition (less a portion
allocable to any accrued and unpaid interest, which will be taxable as ordinary income if not previously included in such
holder’ sincome) and the United States Holder’ s adjusted tax basisin the note. A United States Holder’ s adjusted basis in :
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note generally will be the United States Holder’ s cost of such note. This gain or loss generally will be a capital gain or
loss, and will be along-term capital gain or lossif the United States Holder has held the note for more than one year.
Otherwise, such gain or loss will be a short-term capital gain or loss. The deductibility of any capital lossis subject to
limitation.
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Backup Withholding and I nformation Reporting

In general, information reporting requirements will apply to payments of interest and principal on the notes to United
States Holders and the receipt of proceeds upon the sale or other disposition of notes by United States Holders. A United
States Holder may be subject to a backup withholding tax (currently at arate of 28%) upon the receipt of interest and
principal payments on the notes or upon the receipt of proceeds upon the sale or other disposition of such notes. Certain
holders (including, among others, corporations and certain tax-exempt organizations) are generally not subject to
information reporting and backup withholding. A United States Holder will be subject to this backup withholding tax if
such holder is not otherwise exempt and such holder:

« failsto furnish its taxpayer identification number (“TIN”), which, for an individual, is ordinarily his or her social
security number;

e furnishesan incorrect TIN;
* isnotified by the IRS that it has failed to properly report payments of interest or dividends; or

» failsto certify, under penalties of perjury, that it has furnished a correct TIN and that the IRS has not notified the
United States Holder that it is subject to backup withholding.

United States Holders should consult their personal tax advisor regarding their qualification for an exemption from backug
withholding and the procedures for obtaining such an exemption, if applicable. The backup withholding tax is not an
additional tax and taxpayers may use amounts withheld as a credit against their U.S. federal income tax liability or may
claim arefund as long as they timely provide certain information to the IRS.

We will furnish annually to the IRS, and to record holders of the notes to whom we are required to furnish such
information, information relating to the amount of interest paid and the amount of tax withheld, if any, with respect to
payments on the notes,

Non-United States Holders

The following summary is agenera description of certain United States federal income tax consequences to a non-United
States Holder (which, for purposes of this discussion, means a holder of a note that is an individual, corporation or other
entity taxable as a corporation for United States federal income tax purposes, estate or trust and that is not a United States
Holder as defined above).

I nterest Payments

United States tax law generally imposes a withholding tax of 30% in respect of interest payments to foreign holders.
Subject to the discussions of “—Backup Withholding and Information Reporting” below, interest (including OID or de
minimis OID) paid to a non-United States Holder will not be subject to U.S. federal withholding tax of 30% (or, if
applicable, alower treaty rate), provided that:

e suchinterest is not effectively connected with the non-United States Holder’ s conduct of aU.S. trade or business;

» such holder does not directly or indirectly, actually or constructively, own 10% or more of the capital or profits
interest in us;

e such holder is not a controlled foreign corporation that is directly or indirectly related to us through stock
ownership;
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« such holder is not a bank that received such notes on an extension of credit made pursuant to aloan agreement
entered into in the ordinary course of its trade or business; and

» either (1) the non-United States Holder certifiesin a statement provided to us or our paying agent, under penalties
of perjury, that it is not a*“United States person” within the meaning of the Code and provides its name and
address (generally on IRS Form W-8 BEN), or (2) a securities clearing organization, bank
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or other financial institution that holds customers' securitiesin the ordinary course of its trade or business and
holds the notes on behalf of the non-United States Holder certifies to us or our paying agent under penalties of
perjury that it has received from the non-United States Holder a statement, under penalties of perjury, that such
holder is not a*“United States person” and provides us or our paying agent with a copy of such statement or (3) the
non-United States Holder holds its notes through a“ qualified intermediary” and certain conditions are satisfied.

Even if the above conditions are not met, a non-United States Holder may be entitled to areduction in, or exemption from,
withholding tax on interest under atax treaty between the United States and the non-United States Holder’ s country of
residence. To claim areduction or exemption under atax treaty, a non-United States Holder must generally complete IRS
Form W-8 BEN and claim the reduction or exemption on the form.

The certification requirements described above may require a non-United States Holder that provides an IRS form, or that
claims the benefit of an income tax treaty, to aso provideits U.S. taxpayer identification number.

Prospective investors should consult their tax advisors regarding the certification requirements for non-United States
persons.

Sale or Other Taxable Disposition of the Notes

Subject to the discussion of “—United States Trade or Business’ below, a non-United States Holder generally will not be
subject to U.S. federal income tax or withholding tax on gain recognized on the sale, exchange, redemption, retirement or
other disposition of a note. However, a non-United States Holder may be subject to tax on such gain if such holder isan
individual who was present in the United States for 183 days or more in the taxable year of the disposition and certain
other conditions are met.

United States Trade or Business

If interest or gain from a disposition of the notes is effectively connected with a non-United States Holder’ s conduct of a L
S. trade or business (and, if an income tax treaty applies and the non-United States Holder maintains a U.S. “ permanent
establishment” to which the interest or gain is generally attributable), the non-United States Holder may be subject to U.S.
federal income tax on the interest or gain on a net basis in the same manner asif it were a United States Holder. If interest
income received with respect to the notes is taxable on a net basis, the 30% withholding tax described above will not apply
(assuming an appropriate certification is provided). A foreign corporation that is a holder of anote also may be subject to
branch profits tax equal to 30% of its effectively connected earnings and profits for the taxable year, subject to certain
adjustments, unlessit qualifies for alower rate under an applicable income tax treaty.

Backup Withholding and I nformation Reporting

Generally, we must report to the IRS and to each non-United States Holder the amount of interest paid to such non-United
States Holder and the amount of tax, if any, withheld with respect to those payments. Copies of the information returns
reporting such interest payments and any withholding may also be made available to the tax authorities in the country in
which the non-United States Holder resides under the provisions of an applicable income tax treaty. Backup withholding
generaly will not apply to payments of principal and interest made by us or our paying agent on a note to a non-United
States Holder if the non-United States Holder has provided the required certification that it is not a United States person
(provided that neither we nor our agents have actual knowledge or reason to know that the holder is a United States
person).
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Information reporting and, depending on the circumstances, backup withholding may apply to the proceeds of a sale of
notes made within the United States or conducted through certain United States-related financial intermediaries, unless the
non-United States Holder certifies under penalties of perjury that it is not a United
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States person (and the payor does not have actual knowledge or reason to know that the non-United States Holder isa
United States person), or the non-United States Holder otherwise establishes an exemption.

Non-United States Holders should consult their own tax advisors regarding application of withholding and backup
withholding in their particular circumstance and the availability of and procedure for obtaining an exemption from
withholding and backup withholding under current Treasury Regulations. In this regard, the current Treasury Regulations
provide that a certification may not be relied on if we or our agent (or other payor) knows or has reasons to know that the
certification isfalse. Any amounts withheld under the backup withholding rules from a payment to a non-United States
Holder will be allowed as a credit against the holder’ s U.S. federal income tax liability or may be claimed as arefund,
provided the required information is furnished timely to the IRS.
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UNDERWRITING

Subject to the terms and conditions stated in the underwriting agreement dated the date of this prospectus supplement, we
have agreed to sell to the underwriters named below, and each underwriter has agreed to purchase from us, the principal
amount of the notesindicated in the following table.

Principal Amount Principal Amount
Underwriter of 2017 Notes of 2036 Notes

Banc of America SecuritiesLLC $ 113,334,000 $ 113,334,000
Credit Suisse Securities (USA) LLC 113,333,000 113,333,000
Wachovia Capital Markets, LLC 113,333,000 113,333,000
Deutsche Bank Securities Inc. 20,000,000 20,000,000
Greenwich Capital Markets, Inc 20,000,000 20,000,000
UBS SecuritiesLLC 20,000,000 20,000,000
Total $ 400,000,000 $ 400,000,000

Under the terms and conditions of the underwriting agreement, if the underwriters takes any of the notes, then they are
obligated to take and pay for all the notes.

The notes are new issues of securities with no established trading market and will not be listed on any national securities
exchange. The underwriters have advised us that they intend to make a market for each series of the notes, but they have
no obligation to do so and may discontinue market-making at any time without providing any notice. No assurance can be
given asto the liquidity of any trading market for the notes.

Notes sold by the underwriters to the public will initially be offered at the public offering price set forth on the cover page
of this prospectus supplement. Any notes sold by the underwriters to securities dealers may be sold at a discount from the
public offering price of up to 0.400% of the principal amount of the 2017 Notes and 0.500% of the principal amount of the
2036 Notes. The underwriters may allow, and any such dealer may reallow, a concession not in excess of 0.250% of the
principal amount of each series of notes to certain other dealers. After theinitia offering of the notesto the public, the
underwriters may change the offering price and other selling terms.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of
1933, as amended, or to contribute to payments that the underwriters may be required to make in respect of any such
ligbilities.

In connection with the offering, the underwriters may purchase and sell notes in the open market. These transactions may
include short sales, stabilizing transactions and purchases to cover positions created by short sales. Short salesinvolve the
sale by the underwriters of a greater number of notes than it is required to purchase in the offering. Stabilizing transactions
consist of certain bids or purchases made for the purpose of preventing or retarding a decline in the market prices of the
notes while the offering isin progress. These activities by the underwriters may stabilize, maintain or otherwise affect the
market prices of the notes. As aresult, the prices of the notes may be higher than the prices that otherwise might exist in
the open market. If these activities are commenced, they may be discontinued by the underwriters at any time. These
transactions may be effected in the over-the-counter market or otherwise.

We estimate that the total expenses of this offering to be paid by us, excluding underwriting discounts, will be $400,000.
The underwriters have agreed to reimburse us for a portion of the fees and expenses incurred by usin connection with the
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In the ordinary course of its business, the underwriters and their affiliates have engaged, and may in the future engage, in
commercial banking and/or investment banking transactions with us and our affiliates.

S29

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (55 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

Affiliates of each of the underwriters are agents and lenders under, and Wachovia Capital Markets, LLC was sole lead
arranger and sole book runner for, the ETP Revolving Credit Facility. Credit Suisse Securities (USA) LLC and Banc of
America Securities LLC, each of which is an underwriter, or their affiliates are joint lead arrangers, co-documentation and
syndication agents and lenders under Energy Transfer Partners, L.P.’s short-term revolving credit facility. We will use a
portion of the net proceeds of the offering of the notes to repay outstanding loans and accrued interest under the ETP
Revolving Credit Facility. Asaresult, this offering is subject to the provisions of Rule 2710(h) of the Conduct Rules of
The National Association of Securities Dedlers, Inc. The underwriters have relied upon the ratings assigned to the notes by
Moody’s rating services to satisfy the requirements of Rule 2710(h).
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LEGAL MATTERS

The validity of the notes offered in this prospectus supplement will be passed upon for us by Winston & Strawn LLP, New
York, New York. Certain legal matters will be passed upon for the underwriters by Bracewell & Giuliani LLP, Houston,
Texas.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports and other information with the SEC. Y ou may read and copy any document we
file at the SEC’ s public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-732-
0330 for further information on the operation of the SEC’ s public reference room. Our SEC filings are available on the
SEC sweb site at http://www.sec.gov. We also make available free of charge on our website, at http://www.energytransfe
com, al materials that we file electronically with the SEC, including our annual report on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, Section 16 reports and amendments to these reports as soon as reasonably
practicable after such materials are electronically filed with, or furnished to, the SEC. Additionally, you can obtain
information about us through the New Y ork Stock Exchange, 20 Broad Street, New Y ork, New Y ork 10005, on which our
common units are listed.

The SEC alows usto “incorporate by reference” the information we have filed with the SEC. This means that we can
disclose important information to you without actually including the specific information in this prospectus supplement by
referring you to other documents filed separately with the SEC. These other documents contain important information
about us, our financial condition and results of operations. The information incorporated by reference is an important part
of this prospectus supplement and the accompanying prospectus. Information that we file later with the SEC will
automatically update and may replace information in this prospectus supplement and information previously filed with the
SEC.

We incorporate by reference in this prospectus supplement the documents listed below:

e our annual report on Form 10-K/A for the year ended August 31, 2005;
e our current report on Form 8-K filed February 1, 2005, as amended March 17, 2005;

e our quarterly reports on Form 10-Q for the quarters ended November 30, 2005, February 28, 2006 and May 31,
2006;

» our current reports on Form 8-K filed on September 23, 2005, November 15, 2005, December 16, 2005, January
5, 2006, January 10, 2006, February 9, 2006, April 20, 2006, May 3, 2006, May 9, 2006, June 2, 2006, as
amended July 21, 2006, August 17, 2006, September 5, 2006, September 18, 2006, September 20, 2006 and
September 21, 2006; and

e al documents filed by us under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 betweer
the date of this prospectus supplement and the accompanying prospectus and before the termination of this
offering.

Y ou may obtain any of the documents incorporated by reference in this prospectus supplement or the accompanying
prospectus from the SEC through the SEC’ s website at the address provided above. Y ou also may request a copy of any
document incorporated by reference in this prospectus supplement and the accompanying prospectus (including exhibits tc
those documents specifically incorporated by reference in this document), at no cost, by visiting our internet website at
www.energytransfer.com, or by writing or calling us at the following address:
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Energy Transfer Partners, L.P.
8801 South Y ae Avenue, Suite 310
Tulsa, Oklahoma 74137
Attention: Robert A. Burk
Telephone: (918) 492-7272
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PROSPECTUS

$1,500,000,000

ENERGY TRANSFER PARTNERS, L.P.

Common Units
Debt Securities

We may from time to time offer and sell up to $1,500,000,000 in aggregate offering price of common units, representing
limited partner interests of Energy Transfer Partners, L.P., and debt securities described in this prospectus in one or more
offerings. We will offer the common units and debt securities in amounts, at prices and on termsto be determined by
market conditions at the time of our offerings. This prospectus describes the general terms of these common units and deb
securities and the general manner in which we will offer the common units and debt securities. The specific terms of any
common units and debt securities we offer will be included in a supplement to this prospectus. The prospectus supplement
will aso describe the specific manner in which we will offer the common units and debt securities.

Investing in our common units and debt securitiesinvolves risks. Y ou should carefully consider the risk factors described
under “Risk Factors’ beginning on page 3 of this prospectus before you make an investment in our securities.

Our common units are traded on the New Y ork Stock Exchange, or the NY SE, under the symbol “ETP.” The last reported
sales price of our common units on the NY SE on August 4, 2006 was $45.32 per common unit.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
these securities or determined if this prospectusistruthful or complete. Any representation to the contrary isa
criminal offense.

The date of this prospectusis August 18, 2006
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You should only rely on the information contained or incorporated by reference in this prospectus, any prospectus
supplement and the documents we have incor porated by reference. We have not authorized anyone to provide you with
different information. We are not making an offer of these securitiesin any state where the offer is not permitted. You
should not assume that the information contained in this prospectus, any prospectus supplement and the documents we
have incorporated by reference is accurate as of any date other than the date on the front of those documents or that any
information we have incorporated by reference is accurate as of any date other than the date of the document

incor porated by reference. Our business, financial condition, results of operations and prospects may have changed since
these dates. We will disclose any material changesin our affairsin an amendment to this prospectus, a prospectus
supplement or a future filing with the Securities and Exchange Commission incor porated by reference in this prospectus.
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Thefollowing isalist of certain acronyms and terms generally used in the energy industry and throughout this document:

/d per day

Bbls barrels

Btu British thermal unit, an energy measurement

Mcf thousand cubic feet

MMBtu million British thermal unit

MMcf million cubic feet

Bcf Billion cubic feet

NGL natural gas liquid, such as propane, butane and natural gasoline
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ABOUT THISPROSPECTUS

This prospectus is part of aregistration statement that we have filed with the Securities and Exchange Commission using ¢
“shelf” registration process. Under this shelf registration process, we may sell up to $1.5 billion in aggregate offering price
of common units and debt securities as described in this prospectus in one or more offerings. This prospectus generally
describes Energy Transfer Partners, L.P. and the securities. Each time we sell securities with this prospectus, we will
provide you with a prospectus supplement that will contain specific information about the terms of that offering. The
prospectus supplement may also add to, update or change information in this prospectus. The information in this
prospectus is accurate as of August 9, 2006. Therefore, before you invest in our securities, you should carefully read this
prospectus and any prospectus supplement and the additional information described under the heading “Where Y ou Can
Find More Information.” All referencesin this prospectusto “we,” “us,” “ETP,” the “ Partnership” and “our” refer to
Energy Transfer Partners, L.P.

ABOUT ENERGY TRANSFER PARTNERS

We are one of the three largest publicly traded master limited partnerships in the United States in terms of market
capitalization. We are engaged in the natural gas midstream, transportation and storage business through our operating
subsidiary, La Grange Acquisition, L.P. (“ETC OLP”), and are aretail marketer of propane in the United States through
our operating subsidiaries, Heritage Operating, L.P. (“HOLP’) and Titan Propane LLC (“Titan”). We became a publicly
traded master limited partnership in conjunction with aninitial public offering as Heritage Propane Partners, L.P. in June
of 1996. In January 2004, we combined the natural gas midstream and transportation operations of ETC OLP with the
retail propane operations of the Partnership. In March 2004, we changed our name to Energy Transfer Partners, L.P.

ETC OLP soperations are divided into two business segments, consisting of the midstream segment and the transportatior
and storage segment. We own and/or operate approximately 11,700 miles of natural gas gathering and transportation
pipelines, plus an additional 550 miles under construction, three natural gas processing plants, two of which are currently
connected to our gathering systems, fourteen natural gas treating facilities and three natural gas storage facilities. Our
midstream segment focuses on the gathering, compression, treating, blending, processing and marketing of natural gas anc
is currently concentrated in the Austin Chalk trend of southeast Texas, the Permian Basin of west Texas, the Barnett Shale
in north Texas and the Bossier sands area in east Texas. Our transportation and storage segment focuses on the
transportation of natural gas between major markets from various natural gas producing areas through connections with
other pipeline systems as well as through our Oasis Pipeline, East Texas Pipeline System, the ET Fuel System, the HPL
System and our Fort Worth Basin Pipeline. Our storage facilities consist of the Bammel Gas Storage Facility, the Bethel
Storage Facility and the Bryson Storage Facility.

Through HOLP and Titan, we are one of the three largest retail propane marketersin the United States based upon gallons
sold, serving more than 1,000,000 customers from approximately 440 customer service locationsin 40 states. Our propane
operations extend from coast to coast and Alaska, with concentrations in the western, upper midwestern, northeastern and
southeastern regions of the United States.

We are alimited partnership formed under the laws of the State of Delaware. Our executive offices are located at 2838
Woodside Street, Dallas, Texas 75204. Our telephone number is (214) 981-0700. We maintain a website at http: //www.
energytransfer.com that provides information about our business and operations. Information contained on this website,
however, is not incorporated into or otherwise a part of this prospectus.
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THE SUBSIDIARY GUARANTORS

Heritage Operating, L.P., Heritage Service Corp., Titan Energy GP, L.L.C., Titan Energy Partners, L.P., Titan Propane
LLC, Titan Propane Services, Inc., La Grange Acquisition, L.P., Five Dawaco, LLC, ET Company I, Ltd., Chalkley
Transmission Company, Ltd., Whiskey Bay Gathering Company, Ltd., Whiskey Bay Gas Company, Ltd., TETC, LLC,
Texas Energy Transfer Company, Ltd., LG PL, LLC, ETC Texas Pipeline, Ltd., ETC Texas Processing, Ltd., ETC Katy
Pipeling, Ltd., ETC Gas Company, Ltd., LGM, LLC, ETC Marketing, Ltd., ETC OasisGP, LLC, Oasis Pipeline, LP, ETC
Qasis, L.P., Oasis Pipe Line Company, Oasis Pipe Line Finance Company, Oasis Partner Company, Oasis Pipe Line
Management Company, Oasis Pipe Line Company Texas L.P., Energy Transfer Fuel GP, LLC, Energy Transfer Fuel, LP,
ET Fuel Pipeline, L.P., HPL Holdings GP, L.L.C, HP Houston Holdings, L.P., HPL Consolidation LP, HPL Storage GP
LLC, HPL Asset Holdings LP, HPL Leaseco LP, HPL GP, LLC, Houston Pipe Line Company LP, HPL Resources
Company LP, HPL Gas Marketing LP and HPL Houston Pipe Line Company, LLC may unconditionally guarantee any
series of debt securities of Energy Transfer Partners, L.P. offered by this prospectus, as set forth in arelated prospectus
supplement. As used in this prospectus, the term “ Subsidiary Guarantors’ means Heritage Operating, L.P., Heritage
Service Corp., Titan Energy GP, L.L.C., Titan Energy Partners, L.P., Titan Propane LLC, Titan Propane Services, Inc., Lé
Grange Acquisition, L.P., Five Dawaco, LLC, ET Company I, Ltd., Chakley Transmission Company, Ltd., Whiskey Bay
Gathering Company, Ltd., Whiskey Bay Gas Company, Ltd., TETC, LLC, Texas Energy Transfer Company, Ltd., LG PL
LLC, ETC Texas Pipeline, Ltd., ETC Texas Processing, Ltd., ETC Katy Pipeline, Ltd., ETC Gas Company, Ltd., LGM,
LLC, ETC Marketing, Ltd., ETC OasisGP, LLC, Oasis Pipeling, LP, ETC Oasis, L.P., Oasis Pipe Line Company, Oasis
Pipe Line Finance Company, Oasis Partner Company, Oasis Pipe Line Management Company, Oasis Pipe Line Company
TexasL.P., Energy Transfer Fuel GP, LLC, Energy Transfer Fuel, LP, ET Fuel Pipeline, L.P., HPL Holdings GP, L.L.C,
HP Houston Holdings, L.P., HPL Consolidation LP, HPL Storage GP LLC, HPL Asset Holdings LP, HPL Leaseco LP,
HPL GP, LLC, Houston Pipe Line Company LP, HPL Resources Company LP, HPL Gas Marketing LP and HPL Houstor
Pipe Line Company, LLC.
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RISK FACTORS

An investment in our securitiesinvolves a high degree of risk. Y ou should carefully consider the following risk factors
included below, together with all of the other information included in, or incorporated by reference into, this prospectusin
evaluating an investment in our securities. If any of these risks were to occur, our business, financial condition or results o
operations could be adversely affected. In that case, the trading price of our common units could decline and you could
lose all or part of your investment.

RisksInherent in an Investment in Us
Cash distributions are not guaranteed and may fluctuate with our performance and other external factors.

The amount of cash we can distribute on our common units or other partnership securities depends upon the amount of
cash we generate from our operations. The amount of cash we generate from our operations will fluctuate from quarter to
quarter and will depend upon, among other things:

« theamount of natural gas transported on the Oasis Pipeline and in our gathering systems;
» thelevel of throughput in our processing and treating operations;

» thefeeswe charge and the margins we realize for our services;

e thepriceof natural gas;

» therelationship between natural gas and NGL prices,

» theweather in our operating areas,

* thecost to us of the propane we buy for resale and the prices we receive for our propane;
» thelevel of competition from other propane companies and other energy providers;

» thelevel of our operating costs; and

* prevailing economic conditions.

In addition, the actual amount of cash available for distribution will aso depend on other factors, such as:
» thelevel of capital expenditures we make;
« thecost of acquisitions, if any;
» thelevelsof any margin callsthat result from changes in commodity prices,
* our debt service requirements;
e fluctuationsin our working capital needs,
» our ability to make working capital borrowings under our credit facilities to make distributions;
e restrictions on distributions contained in our debt agreements; and

« theamount, if any, of cash reserves established by the general partner in its discretion for the proper conduct of
our business.

Because of al these factors, we cannot guarantee that we will have sufficient available cash to pay a specific level of cash
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Furthermore, you should be aware that the amount of cash we have available for distribution depends primarily upon our
cash flow, including cash flow from financial reserves and working capital borrowings, and is not solely a function of
profitability, which will be affected by non-cash items. As aresult, we may make cash distributions during periods when
we record net losses and may not make cash distributions during periods when we record net income.
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We may sell additional limited partner interests, diluting existing interests of unitholders.

Our partnership agreement allows usto issue an unlimited number of additional limited partner interests, including
securities senior to the common units, without the approval of the unitholders. The issuance of additional common units or
other equity securities will have the following effects:

» the current proportionate ownership interest of our unitholdersin uswill decrease;
» theamount of cash available for distribution on each common unit or partnership security may decrease;
» therelative voting strength of each previously outstanding common unit may be diminished; and

» the market price of the common units or partnership securities may decline.

Future sales of our unitsor other limited partner interestsin the trading market could reduce the market price of
unitholders' limited partner interests.

Asof May 31, 2006, Energy Transfer Equity, L.P., which werefer to as“ETE” in this prospectus (formerly La Grange
Energy, L.P.), owned 33,843,690 common units and 2,570,150 class F units, which may be converted to common units.
ETE owns our general partner. If ETE were to sell and/or distribute its common units to the holders of its equity interests
in the future, those holders may dispose of some or all of these units. The sale or disposition of a substantial portion of
these units in the trading markets could reduce the market price of our outstanding common units.

On July 10. 2006, we announced that a special meeting of our common unitholders will be held at 10:00 am. Central
Daylight Time on August 15, 2006 to consider and approve of the conversion of our class F units into common units. The
record date for determining the holders of common units entitled to vote at the special meeting was July 20, 2006.

Our increased debt level and debt agreements may limit our ability to make distributions to unitholders and our future
financial and operating flexibility.

Asof May 31, 2006, we had approximately $2.1 billion of consolidated debt outstanding on a pro forma basis after giving
effect to the acquisition of Titan, including the incurrence of additional borrowings related to the acquisition of Titan,
which indebtedness represented approximately 50% of our total book capitalization as of that date on a pro formabasis.
Our indebtedness consists of $750.0 million in principal amount of 5.95% Senior Notes due 2015, $400.0 million in
principal amount of 5.65% Senior Notes due 2012 and a Revolving Credit Facility that allows for borrowings of up to $1.:
billion, which is expandable to $1.5 billion, through June 29, 2011. We also maintain separate credit facilities for HOLP.
The terms of our indebtedness and our operating partnerships, ETC, OLP and HOLP, (which are collectively referred to ac
the “Operating Partnerships’ in this prospectus), are described in more detail below. Our level of indebtedness affects our
operations in severa ways, including, among other things:

« aggnificant portion of our cash flow from operations will be dedicated to the payment of principal and interest or
outstanding debt and will not be available for other purposes, including payment of distributions;

* covenants contained in our existing debt arrangements require us to meet financial tests that may adversely affect
our flexibility in planning for and reacting to changes in our business;

e our ability to obtain additional financing for working capital, capital expenditures, acquisitions and general
partnership purposes may be limited;

* wemay be at acompetitive disadvantage relative to similar companies that have less debt; and
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« failure to comply with the various restrictive and affirmative covenants of the credit agreements could negatively
impact our ability and the ability of our subsidiaries to incur additional debt and our ability to pay our
distributions. We are required to measure these financial tests and covenants quarterly and, as of May 31, 2006,
we were in compliance with all financial requirements, tests, limitations, and covenants related to financial ratios
under our existing credit agreements.

Senior Notes

On January 18, 2005, in a Rule 144A private placement offering, we issued $750.0 million in aggregate principal amount
of 5.95% Senior Notes due on February 1, 2015, which we refer to as the “ 2015 Unregistered Notes’ in this prospectus.
We recorded a discount of $2.2 million and debt issue costs of $7.4 million in connection with the issuance of the 2015
Unregistered Notes. The net proceeds of approximately $741.0 million were used to repay the indebtedness and accrued
interest outstanding under the then existing credit facilities that were previously secured by the assets of ETC OLP. On
July 29, 2005, we completed the exchange of the 2015 Unregistered Notes for substantially similar notes registered under
the Securities Act of 1933, as amended.

On July 29, 2005, in aRule 144A private placement offering, we issued $400.0 million in aggregate principal amount of
5.65% Senior Notes due on August 1, 2012, which we refer to as the “ 2012 Unregistered Notes’ in this prospectus and
together with the 2015 Unregistered Notes, the “ETP Senior Notes.” We recorded a discount of $0.4 million in connection
with the issuance of the 2012 Unregistered Notes. The net proceeds of approximately $397.1 million from the sale of the
2012 Unregistered Notes were used to retire a portion of our outstanding indebtedness under our revolving credit facility,
to fund capital expansion projects and for general partnership purposes. We commenced an offer to exchange the 2012
Unregistered Notes for substantially similar registered notes, which closed on March 31, 2006. All $400.0 million of
Unregistered Notes were tendered and were replaced with alike amount of substantially similar registered notes.

The ETP Senior Notes represent senior unsecured obligations of Energy Transfer Partners, L.P. and rank equally with all
of our other existing and future unsecured and unsubordinated indebtedness. The ETP Senior Notes are jointly and
severally guaranteed by ETC OLP and all of the direct and indirect wholly-owned and majority-owned subsidiaries of
ETC OLP. The subsidiary guarantees rank equally in right of payment with all of the existing and future unsubordinated
indebtedness of our guarantor subsidiaries. The ETP Senior Notes and each guarantee will effectively rank junior to any
future indebtedness of ours or our subsidiary guarantors that is both secured and unsubordinated to the extent of the value
of the assets securing such indebtedness, and the ETP Senior Notes will effectively rank junior to all indebtedness and
other liabilities of our existing and future subsidiaries that are not subsidiary guarantors.

The ETP Senior Notes were issued under an indenture containing covenants, which include covenants that restrict our
ability to, subject to certain exceptions, incur debt secured by liens, engage in sale and leaseback transactions or merge or
consolidate with another entity or sell substantially all of our assets.

Revolving Credit Facility

On December 13, 2005, we entered into the ETP Revolving Credit Facility, a $900 million five-year revolving credit
facility available through December 13, 2010 which replaced our previous revolving credit facility. The ETP Revolving
Credit Facility was amended as of June 29, 2006 to increase the facility to 1.3 billion, which is expandable to $1.5 billion,
and extended the maturity date to June 29, 2011. Amounts borrowed under the ETP Revolving Credit Facility bear interes
at arate based on either a Eurodollar rate, or a prime rate. The maximum commitment fee payable on the unused portion o
the facility is 0.175%.
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The ETP Revolving Credit Facility requires that, on the last day of each of our fiscal quarters, the ratio of our Consolidate
Funded Debt (as defined in the credit agreement relating to the ETP Revolving Credit Facility) to our Consolidated
EBITDA (as defined in the credit agreement relating to the ETP Revolving Credit Facility)
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for the four fiscal quarters most recently ended must be no greater than 4.75 to 1.00 except that, on the last day of any
fiscal quarter in which we or our subsidiaries makes an acquisition with a purchase price of $50.0 million or more such
ratio must be no greater than 5.25 to 1.0. Y ou should note that our Consolidated Debt to our Consolidated EBITDA for
purposes of our financial covenants includes only our operations and our Restricted Subsidiaries’ operations and exclude
our operations and those of our subsidiaries that are not Restricted Subsidiaries. In addition, this facility requires that the
ratio of our Consolidated EBITDA (as defined in the credit agreement relating to the ETP Revolving Credit Facility) to ou
Consolidated Interest Expense (as defined in the credit agreement relating to the ETP Revolving Credit Facility) for the
four fiscal quarters most recently ended must not be less than 3.0 to 1.0. We satisfied our leverage ratio covenants for the
fiscal year ended August 31, 2005 and for the three months ended May 31, 2006 and therefore were able to make the cash
distributions at the levels we distributed during these periods.

On May 31, 2006, we entered into a $250.0 million Revolving Credit Facility (the “ Short-Term Revolving Facility”)
which matures on December 1, 2006. Amounts borrowed under this facility will bear interest at arate based on either a
Eurodollar rate or a base rate. There were no amounts outstanding on this facility as of May 31, 2006. The proceeds are
intended to be used for working capital purposes. The maximum commitment fee payable on the unused portion of the
facility is 0.25%. The Short-Term Revolving Facility is fully and unconditionally guaranteed by ETC OLP and all of the
direct and indirect wholly-owned subsidiaries of ETC OLP. The Short-Term Revolving Facility is unsecured and has equa
rights to holders of our other current and future unsecured debt. On July 3, 2006, we reduced our borrowing capacity on
the Short-Term Revolving Facility to $200.0 million. All terms, and maturity date, as mentioned above remain unchanged.

ETC OLP and its designated subsidiaries act as guarantors of the debt obligations under the ETP Revolving Credit Facility
and the Short-Term Revolving Facility. If we were to default on the ETP Revolving Credit Facility or the Short-Term
Revolving Facility, ETC OLP and its designated subsidiaries would be responsible for full repayment of our debt
obligations under the ETP Revolving Credit Facility or the Short-Term Revolving Facility, as applicable. The ETP
Revolving Credit Facility and the Short-Term Revolving Facility are unsecured and the lenders thereunder have equal
rights to holders of our other current and future unsecured senior debt.

HOLP Facilities

Working Capital Facility. Effective March 31, 2004, HOLP entered into the Third Amended and Restated Credit
Agreement, which includes a $75.0 million senior revolving working capital facility available through December 31, 2006
which we refer to asthe “HOLP Working Capital Facility” in this prospectus. Amounts borrowed under the working
capital facility bear interest at arate based on either a Eurodollar rate or a prime rate. The weighted average interest rate
was 5.308% for the amount outstanding at August 31, 2005. HOL P must reduce the principal amount of working capital
borrowings to $10.0 million for a period of not less than 30 consecutive days at |east one time during each fiscal year.
HOL P completed the 30-day clean down requirement under the HOLP Working Capital Facility during the third quarter
ended May 31, 2006. All receivables, contracts, equipment (other than vehicles), inventory, general intangibles, cash
concentration accounts of HOLP, and the capital stock of HOLP' s subsidiaries secure the HOL P Working Capital Facility
A $5.0 million Letter of Credit issuanceis available to HOLP for up to 30 days prior to the maturity date of the HOLP
Working Capital Facility. As of May 31, 2006, the HOL P Working Capital Facility did not have a balance outstanding.
There were outstanding L etters of Credit for the HOLP Working Capital Facility of $6.1 million at May 31, 2006. L etter o
Credit Exposure plus the Working Capital Loan cannot exceed the $75.0 million maximum Working Capital Facility. In
no event may our Letter of Credit exposure under the HOLP Working Capital Facility exceed $15.0 million at any one
time.

Prior to May 31, 2006, HOL P also maintained a $75.0 million Senior Revolving Acquisition Facility, which we refer to as
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the “HOLP Acquisition Facility” in this prospectus. During the second quarter of fiscal year 2006, HOLP paid in full the
outstanding indebtedness under the HOL P Acquisition Facility and canceled the facility.
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Senior Secured Notes. In connection with our initial public offering, on June 25, 1996, HOL P entered into a Note Purchas
Agreement whereby HOL P issued $120 million principal amount of 8.55% Senior Secured Notes, which we refer to as the
“HOLP Notes’ in this prospectus, with institutional investors. Interest is payable semi-annually in arrears on each
December 31 and June 30. The HOL P Notes have a final maturity of June 30, 2011, with ten equal mandatory repayments
of principal, which began on June 30, 2002. At May 31, 2006, $72 million of principal debt was outstanding under the
HOLP Notes.

On November 19, 1997, HOLP entered into a Note Purchase Agreement that provided for the issuance of up to $100
million of senior secured promissory notes, which we refer to as“HOLP Medium Term Note Program” in this prospectus,
if certain conditions were met. An initial placement of $32 million (Series A and B), at an average interest rate of 7.23%
with an average 10-year maturity, was completed at the closing of the HOLP Medium Term Note Program. Interest is
payable semi-annually in arrears on each November 19 and May 19. An additional placement of $15 million (SeriesC, D
and E), at an average interest rate of 6.59% with an average 12-year maturity, was completed in March 1998. Interest is
payable on Series C semi-annually in arrears on each September 13 and March 13. The proceeds of the placements were
used to refinance amounts outstanding under the HOLP Acquisition Facility. No future placements are permitted under the
unused portion of the HOLP Medium Term Note Program. During the fiscal year ended August 31, 2003, $3.9 million anc
$5.0 million of the proceeds from the issuance of 1,610,000 of Common Units were used to retire the balance of the Series
D and Series E Senior Secured Notes, respectively. At May 31, 2006, $24.0 million of principal debt was outstanding
under the HOLP Medium Term Note Program.

On August 10, 2000, HOL P entered into a Note Purchase Agreement, which we refer to as “HOLP Senior Secured
Promissory Notes’ in this prospectus, that provided for the issuance of up to $250 million of fixed rate senior secured
promissory notesif certain conditions were met. Aninitial placement of $180 million (Series A through F) at an average
rate of 8.66% with an average 13-year maturity was completed in conjunction with the merger with U.S. Propane. Interest
is payable quarterly. The proceeds were used to finance the transaction with U.S. Propane and retire a portion of existing
debt. On May 24, 2001, HOLP issued an additional $70 million (Series G through |) of the Senior Secured Promissory
Notes to agroup of institutional lenders with 7-, 12- and 15-year maturities and an average coupon rate of 7.66%. HOLP
used the net proceeds from the Senior Secured Promissory Notes to repay the balance outstanding under the HOLP
Acquisition Facility and to reduce other debt. Interest is payable quarterly. During the fiscal year ended August 31, 2003,
HOLP used $7.5 million and $19.5 million of the proceeds from the issuance of 1,610,000 of common unitsto retire a
portion of the Series G and Series H Senior Secured Promissory Notes, respectively. At May 31, 2006, $192.1 million of
principal debt was outstanding under the HOLP Senior Secured Promissory Notes.

Covenants Related to HOLP Credit Agreements. The Note Agreements for each of the HOL P Notes, the HOLP Medium
Term Note Program and the HOLP Senior Secured Promissory Notes, and HOLP Working Capital Facility contain
customary restrictive covenants applicable to HOLP, changes in ownership of HOLP, including limitations on the level of
additional indebtedness, creation of liens, and substantial disposition of assets. These covenants require HOLP to maintain
ratios of Consolidated Funded Indebtedness to Consolidated EBITDA (as defined in the Note Purchase Agreements of
HOLP) of not more than 4.75 to 1.00 and Consolidated EBITDA to Consolidated Interest Expense (as defined in the Note
Purchase Agreements of HOLP) of not less than 2.25 to 1. For purposes of calculating the ratios under the Note Purchase
Agreements of HOLP, Consolidated EBITDA is based upon the HOLP s EBITDA, as adjusted, during the most recent
four quarterly periods and modified to give pro forma effect for acquisitions and divestures made during the test period,
and is compared to Consolidated Funded Indebtedness as of the test date and the Consolidated Interest Expense for the
most recent twelve months. The Note Purchase Agreements also provide that HOLP may declare, make, or incur aliability
to make, arestricted payment during each fiscal quarter, if: (a) the amount of such restricted payment, together with all
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other restricted payments during such quarter, do not exceed Available Cash (As defined in the Note Purchase Agreement:
of HOLP) with respect to the immediately preceding quarter; (b) no default or event of default exists before such restrictec
payment; and (c) HOLP s restricted payments are not greater than the product of HOL P’ s Percentage of Aggregate
Available Cash multiplied by the Aggregate Partner Obligations (as
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defined in the Note Purchase Agreements). The Note Purchase Agreements further provide that HOLP s Available Cash i
required to reflect areserve equal to 50% of the interest to be paid on the HOL P Notes. In addition, in the third, second
and first quarters preceding a quarter in which a scheduled principal payment is to be made on the notes, Available Cash is
required to reflect areserve equal to 25%, 50%, and 75%, respectively, of the principal amount to be repaid on such
payment dates.

Failure to comply with the various restrictive and affirmative covenants of HOL P Working Capital Facility and the Note
Agreements could negatively impact our ability to incur additional debt and our ability to pay distributions. We are
required to measure these financial tests and covenants quarterly and were in compliance with all financial requirements,
tests, limitations, and covenants related to financia ratios under the Senior Secured Notes, Medium Term Note Program,
Senior Secured Promissory Notes, and the Working Capital Facility at May 31, 2006. All receivables, contracts,
equipment, inventory, general intangibles, cash concentration accounts, and the capital stock of HOLP and its subsidiaries
secure the Senior Secured, Medium Term, and Senior Secured Promissory Notes. In addition to the stated interest rate for
the Notes, we are required to pay an additional 1% per annum on the outstanding balance of the Notes at such time asthe
Notes are not rated investment grade status or higher. Since April 18, 2004, the Notes have rated investment grade or
better thereby alleviating the requirement that we pay the additional 1% interest.

The general partner isnot elected by the unitholders and cannot be removed without its consent.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting our
business, and therefore limited ability to influence management’ s decisions regarding our business. Unitholders did not
elect our general partner and will have no right to elect our general partner on an annual or other continuing basis.
Although our general partner has afiduciary duty to manage usin a manner beneficia to Energy Transfer Partners, L.P.
and the unitholders, the directors of our general partner and its general partner, Energy Transfer Partners, L.L.C., havea
fiduciary duty to manage the general partner and its general partner in a manner beneficial to the owners of those entities.

Furthermore, if the unitholders are dissatisfied with the performance of our general partner, they will have little ability to
remove our general partner. The general partner generally may not be removed except upon the vote of the holders of

66 2/3% of the outstanding units voting together as a single class, including units owned by the general partner and its
affiliates. Prior to any sales or distributions pursuant to this prospectus, ETE and its affiliates held approximately 33% of
al the units, with an approximately 2% of units held by our officers and directors. Consequently, it could be difficult to
remove the general partner without the consent of the general partner and our affiliates.

Furthermore, unitholders' voting rights are further restricted by the partnership agreement provision providing that any
units held by a person that owns 20% or more of any class of units then outstanding, other than the general partner and its
affiliates, cannot be voted on any matter.

The control of our general partner may be transferred to a third party without unitholder consent.

The general partner may transfer its general partner interest to athird party in amerger or in asale of all or substantially a
of its assets without the consent of the unitholders. Furthermore, there is no restriction in the partnership agreement on the
ability of the general partner of our general partner from transferring its general partner interest in our general partner to a
third party. Any new owner of the general partner would be in a position to replace the officers of the general partner with
its own choices and to control the decisions taken by such officers.

Unitholders may be required to sell their unitsto the general partner at an undesirable time or price.
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affiliates, the general partner will have the right to acquire al, but not less than all, of those units
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at aprice no less than their then-current market price. As a consequence, a unitholder may be required to sell his common
units at an undesirable time or price. The general partner may assign this purchase right to any of its affiliates or to us.

Cost reimbursements due our general partner may be substantial and reduce our ability to pay the distributions to
unitholders.

Prior to making any distributions on the units, we will reimburse our general partner for al expensesit hasincurred on our
behalf. In addition, our general partner and its affiliates may provide us with services for which we will be charged
reasonabl e fees as determined by the general partner. The reimbursement of these expenses and the payment of these fees
could adversely affect our ability to make distributions to the unitholders. Our general partner has sole discretion to
determine the amount of these expenses and fees.

Unitholders may have liability to repay distributions.

Under certain circumstances unitholders may have to repay us amounts wrongfully returned or distributed to them. Under
Delaware law, we may not make a distribution to you if the distribution causes our liabilities to exceed the fair value of ou
assets. Liabilities to partners on account of their partnership interests and non- recourse liabilities are not counted for
purposes of determining whether a distribution is permitted. Delaware law provides that a limited partner who receives
such adistribution and knew at the time of the distribution that the distribution violated Delaware law will be liable to the
limited partnership for the distribution amount for three years from the distribution date. Under Delaware law, an assignee
who becomes a substituted limited partner of alimited partnership is liable for the obligations of the assignor to make
contributions to the partnership. However, such an assignee is not obligated for liabilities unknown to him at the time he o
she became alimited partner if the liabilities could not be determined from the partnership agreement.

Our partnership agreement limits our general partner’sfiduciary dutiesto our unitholders and restricts the remedies
available to unitholdersfor actions taken by our general partner that might otherwise constitute breaches of fiduciary
duty.

Our partnership agreement contains provisions that waive or consent to conduct by our general partner and its affiliates
that reduce the obligations to which our general partner would otherwise be held by state-law fiduciary duty standards. Th
following is a summary of the material restrictions contained in our partnership agreement on the fiduciary duties owed by
our general partner to the limited partners. Our partnership agreement:

* permitsour general partner to make a number of decisionsin its “sole discretion.” This entitles our general partne
to consider only the interests and factors that it desires, and it has no duty or obligation to give any consideration
to any interest of, or factors affecting, us, our affiliates or any limited partner;

» providesthat our general partner is entitled to make other decisionsin its “reasonable discretion”;

» generaly providesthat affiliated transactions and resolutions of conflicts of interest not involving arequired vote
of unitholders must be “fair and reasonable” to us and that, in determining whether a transaction or resolution is
“fair and reasonable,” our general partner may consider the interests of all parties involved, including its own.
Unless our general partner has acted in bad faith, the action taken by our general partner shall not constitute a
breach of itsfiduciary duty; and

» providesthat our general partner and its officers and directors will not be liable for monetary damages to us, our
limited partners or assignees for errors of judgment or for any acts or omissionsif our general partner and those
other persons acted in good faith.
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provisions in the partnership agreement, including the provisions discussed above.
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The general partner’s absolute discretion in determining the level of cash reserves may adversely affect our ability to
make cash distributionsto our unitholders.

Our partnership agreement requires the general partner to deduct from operating surplus cash reserves that in its reasonabl:
discretion are necessary to fund our future operating expenditures. In addition, the partnership agreement permits the
general partner to reduce available cash by establishing cash reserves for the proper conduct of our business, to comply
with applicable law or agreements to which we are a party or to provide funds for future distributions to partners. These
cash reserves will affect the amount of cash available for distribution to unitholders.

Our general partner has conflicts of interest and limited fiduciary responsibilities, which may permit our general
partner to favor its own interests to the detriment of unitholders.

Prior to any sales or distributions pursuant to this prospectus, ETE and its affiliates directly and indirectly owned an
aggregate limited partner interest of approximately 33% and our officers and directors owned approximately 2% of the
limited partner interests in us. Conflicts of interest could arise in the future as a result of relationships between our general
partner and its affiliates, on the one hand, and us, on the other hand. As aresult of these conflicts our general partner may
favor its own interests and those of its affiliates over the interests of the unitholders. The nature of these conflicts includes
the following considerations:

* Remedies available to unitholders for actions that might, without the limitations, constitute breaches of fiduciary
duty. Unitholders are deemed to have consented to some actions and conflicts of interest that might otherwise be
deemed a breach of fiduciary or other duties under applicable state law.

* Our general partner is allowed to take into account the interests of partiesin addition to us in resolving conflicts o
interest, thereby limiting its fiduciary duties to the unitholders.

* Our genera partner’s affiliates are not prohibited from engaging in other businesses or activities, including those
in direct competition with us.

*  Our general partner determines the amount and timing of asset purchases and sales, capital expenditures,
borrowings and reserves, each of which can affect the amount of cash that is distributed to unitholders.

e Our general partner determines whether to issue additional units or other equity securities of us.

* Our general partner determines which costs are reimbursable by us.

e Our genera partner controls the enforcement of obligations owed to us by it.

» Our general partner decides whether to retain separate counsel, accountants or others to perform services for us.

» Our general partner is not restricted from causing us to pay it or its affiliates for any services rendered on terms
that are fair and reasonabl e to us or entering into additional contractual arrangements with any of these entities on
our behalf.

* Insomeinstances our general partner may borrow fundsin order to permit the payment of distributions, even if
the purpose or effect of the borrowing is to make incentive distributions.

Risks Related to our Business

The profitability of our midstream, transportation and storage businessis largely dependent upon natural gas
commodity prices, price spreads between two or more physical locations and market demand for natural gasand NGLs
which are factors beyond our control and have been volatile.
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Income from our midstream, transportation and storage business is exposed to risks due to fluctuations in commodity
prices. For a portion of the natural gas gathered at the Southeast Texas System, we purchase natural gas from producers at
the wellhead at a price that is at a discount to a specified index price and then gather and
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deliver the natural gasto pipelines where we typically resell the natural gas at the index price. Generaly, the gross margin
we realize under these discount-to-index arrangements decrease in periods of low natural gas prices because these gross
margins are based on a percentage of the index price.

For aportion of the natural gas gathered at the Southeast Texas System, we enter into percentage-of- proceeds
arrangements and keep-whole arrangements, pursuant to which we agree to gather and process natural gas received from
the producers. Under percentage-of-proceeds arrangements, we generally sell the residue gas and NGL s at market prices
and remit to the producers an agreed upon percentage of the proceeds based on an index price. In other cases, instead of
remitting cash payments to the producer, we deliver an agreed upon percentage of the residue gas and NGL volumes to the
producer and sell the volumes we keep to third parties at market prices. Under these arrangements our revenues and gross
margins decline when natural gas prices and NGL prices decrease. Accordingly, a decrease in the price of natural gas or
NGL s could have an adverse effect on our results of operations. Under keep-whole arrangements, we generally sell the
NGLs produced from our gathering and processing operations to third parties at market prices. Because the extraction of
the NGLs from the natural gas during processing reduces the Btu content of the natural gas, we must either purchase
natural gas at market prices for return to producers or make a cash payment to producers equal to the value of this natural
gas. Under these arrangements, our revenues and gross margins decrease when the price of natural gas increases relative tc
the price of NGLsif we are not able to bypass our processing plants and sell the unprocessed natural gas.

In the past, the prices of natural gas and NGL s have been extremely volatile, and we expect this volatility to continue. For
example, during our fiscal year ended August 31, 2005, the New Y ork Mercantile Exchange, or NYMEX, settlement price
for the prior month contract ranged from a high of $7.98 per MMBtu to alow of $5.08 per MMBtu. A composite of the
Mt. Belvieu average NGL s price based upon our average NGLs composition during our fiscal year ended August 31, 200%
ranged from a high of approximately $0.98 per gallon to alow of approximately $0.73 per gallon.

Average realized natural gas sales prices for the twelve months ended May 31, 2006 exceeded our historical realized
natural gas prices. For example, our average realized natural gas price increased $2.14, or 36%, from $5.97 per MMBtu fo
the twelve months ended May 31, 2005 to $8.11 per MMBtu for the twelve months ended May 31, 2006. On July 31,
2006, the NYMEX settlement price for September 2006 natural gas deliveries was $8.21 per MMBtu, which was 1%
higher than our average natural gas price for the twelve months ended May 31, 2006. Natural gas prices are subject to
significant fluctuations, and we cannot assure you that natural gas prices will remain at the high levels recently
experienced.

Our Oasis Pipeline, East Texas Pipeline System, ET Fuel System and Houston Pipeline System receive fees for
transporting natural gas for our customers. Although a significant amount of the pipeline capacity of the East Texas
Pipeline System and various pipeline segments of the ET Fuel System is committed under long-term fee-based contracts,
the remaining capacity of our transportation pipelinesis subject to fluctuation in demand based on the markets and prices
for natural gas and NGLs, which factors may result in decisions by natural gas producers to reduce production of natural
gas during periods of lower prices for natural gas and NGLs or may result in decisions by end users of natural gas and
NGL s to reduce consumption of these fuels during periods of higher prices for these fuels.

The markets and prices for natural gas and NGL s depend upon factors beyond our control. These factors include demand
for oil, natural gas and NGLs, which fluctuate with changes in market and economic conditions, and other factors,
including:

* theimpact of weather on the demand for oil and natural gas,

e thelevel of domestic oil and natural gas production;
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« actionstaken by foreign oil and gas producing nations;

« theavailability of local, intrastate and interstate transportation systems;
» theprice, availability and marketing of competitive fuels;

e thedemand for electricity;

» theimpact of energy conservation efforts; and

« theextent of governmental regulation and taxation.

Our success depends upon our ability to continually contract for new sources of natural gas supply.

In order to maintain or increase throughput levels on our gathering and transportation pipeline systems and asset utilizatio
rates at our treating and processing plants, we must continually contract for new natural gas supplies and natural gas
transportation services. We may not be able to obtain additional contracts for natural gas supplies for our natural gas
gathering systems, and we may be unable to maintain or increase the levels of natural gas throughput on our transportatior
pipelines. The primary factors affecting our ability to connect new supplies of natural gasto our gathering systems include
our success in contracting for existing natural gas supplies that are not committed to other systems and the level of drilling
activity and production of natural gas near our gathering systems or in areas that provide access to our transportation
pipelines or markets to which our systems connect. The primary factors affecting our ability to attract customers to our
transportation pipelines, including Oasis Pipeline, the East Texas Pipeline System, the ET Fuel System or the Houston
Pipeline System, consist of our access to other natural gas pipelines, natural gas markets, natural gas-fired power plants
and other industrial end-users and the level of drilling and production of natural gasin areas connected to these pipelines
and systems.

Fluctuations in energy prices can greatly affect production rates and investments by third parties in the development of
new oil and natural gas reserves. Drilling activity and production generally decrease as oil and natural gas prices decrease.
We have no control over the level of drilling activity in our areas of operation, the amount of reserves underlying the wells
and the rate at which production from awell will decline, sometimes referred to as the “decline rate.” In addition, we have
no control over producers or their production decisions, which are affected by, among other things, prevailing and
projected energy prices, demand for hydrocarbons, the level of reserves, geological considerations, governmental
regulation and the availability and cost of capital.

A substantial portion of our assets, including our gathering systems and our processing and treating plants, are connected
to natural gas reserves and wells for which the production will naturally decline over time. In particular, the Southeast
Texas System covers portions of the Austin Chalk, Buda, Georgetown, Edwards, Wilcox and other producing formations
in southeast Texas, which we collectively refer to as the Austin Chalk trend. This natural gas producing region has
generally been characterized by high initial flow rates followed by steep initial declinesin production. Accordingly, our
cash flows will also decline unless we are able to access new supplies of natural gas by connecting additional production ti
these systems.

Our transportation pipelines are also dependent upon natural gas production in areas served by our pipelinesor in areas
served by other gathering systems or transportation pipelines that connect with our transportation pipelines. A material
decrease in natural gas production in our areas of operation or in other areas that are connected to our areas of operation by
third party gathering systems or pipelines, as aresult of depressed commaodity prices or otherwise, would result in a
decline in the volume of natural gas we handle, which would reduce our revenues and operating income. In addition, our
future growth will depend, in part, upon whether we can contract for additional supplies at a greater rate than the rate of
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The volumes of natural gas we transport on our pipelines may be reduced in the event that the prices at which natural gas
is purchased and sold at the Waha Hub, the Katy Hub, the Carthage Hub and the Houston Ship Channel Hub, the four
major natural gas trading hubs served by our pipelines, become unfavorable in relation to prices for natural gas at other
natural gas trading hubs or in other markets as customers may elect to transport their natural gas to these other hubs or
markets using pipelines other than those we operate.

We may not be able to fully execute our growth strategy if we encounter illiquid capital markets or increased
competition for qualified assets.

Our strategy contemplates growth through the devel opment and acquisition of awide range of midstream, transportation,
storage, propane and other energy infrastructure assets while maintaining a strong balance sheet. This strategy includes
constructing and acquiring additional assets and businesses to enhance our ability to compete effectively and diversify our
asset portfolio, thereby providing more stable cash flow. We regularly consider and enter into discussions regarding, and
are currently contemplating, the acquisition of additional assets and businesses, stand aone development projects or other
transactions that we believe will present opportunities to realize synergies and increase our cash flow.

We may require substantial new capital to finance the future devel opment and acquisition of assets and businesses.
Limitations on our accessto capital will impair our ability to execute this strategy. Expensive capital will limit our ability
to develop or acquire accretive assets. We may be unable to raise the necessary funds on satisfactory terms, if at all.

Consistent with our acquisition strategy, we are continuously engaged in discussions with potential sellers regarding the
possible acquisition of additional assets or businesses. Such acquisition efforts may involve our participation in processes
that involve anumber of potential buyers, commonly referred to as “auction” processes, as well as situations in which we
believe we are the only party or one of avery limited number of potential buyers in negotiations with the potential seller.
We cannot assure you that our current or future acquisition efforts will be successful or that any such acquisition will be
completed on terms considered favorable to us.

In addition, we are experiencing increased competition for the assets we purchase or contemplate purchasing. Increased
competition for alimited pool of assets could result in uslosing to other bidders more often or acquiring assets at higher
prices. Either occurrence would limit our ability to fully execute our growth strategy. Inability to execute our growth
strategy may materially adversely impact the market price of our securities.

I f we do not make acquisitions on economically acceptable terms, our future growth could be limited.

Historically, our results of operations and our ability to grow and to increase distributions to unitholders has depended
principally on our ability to make acquisitions that are accretive to our distributable cash flow per unit. Our acquisition
strategy is based, in part, on our expectation of ongoing divestitures of pipeline assets by large industry participants. A
material decrease in such divestitures would limit our opportunities for future acquisitions and could adversely affect our
business, results of operations, financial condition and cash flows available for distribution to our unitholders.

In addition, we may be unable to make accretive acquisitions for any of the following reasons, among others:

* because we are unable to identify attractive acquisition candidates or negotiate acceptabl e purchase contracts witt
them;

* because we are unable to raise financing for such acquisitions on economically acceptable terms; or
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Furthermore, even if we consummeate acquisitions that we believe will be accretive, those acquisitions may in fact
adversely affect our results of operations or result in no increase or even a decrease in distributable cash flow per unit. Any
acquisition involves potential risks, including the risk that we may:

» fail torealize anticipated benefits, such as new customer relationships, cost-savings or cash flow enhancements;

« decrease our liquidity by using a significant portion of our available cash or borrowing capacity to finance
acquisitions,

» gignificantly increase our interest expense or financial leverage if we incur additional debt to finance acquisitions,
e encounter difficulties operating in new geographic areas or new lines of business,

e incur or assume unanticipated liabilities, losses or costs associated with the business or assets acquired for which
we are not indemnified or for which the indemnity is inadequate;

* beunableto hire, train or retrain qualified personnel to manage and operate our growing business and assets,

* lesseffectively manage our historical assets, due to the diversion of management’ s attention from other business
concerns,

* incur other significant charges, such asimpairment of goodwill or other intangible assets, asset devaluation or
restructuring charges.

If we consummate future acquisitions, our capitalization and results of operations may change significantly. Aswe
determine the application of our funds and other resources, you will not have an opportunity to evaluate the economics,
financial and other relevant information that we will consider.

We depend on certain key producersfor our supply of natural gas on the Southeast Texas System, and the loss of any
of these key producers could adversely affect our financial results.

For our fiscal year ended August 31, 2005, Anadarko Petroleum Corp. and Chesapeake Energy Corp. supplied us with
approximately 42% of the Southeast Texas System’s natural gas supply. We are not the only option available to these
producers for disposition of the natural gas they produce. To the extent that these and other producers may reduce the
volumes of natural gas that they supply us, we would be adversely affected unless we were able to acquire comparable
supplies of natural gas from other producers.

We depend on key customersto transport natural gas on our East Texas Pipeline System and ET Fuel System.

We have entered into nine- and ten-year fee-based transportation contracts with XTO Energy, Inc. pursuant to which XTQ
Energy has committed to transport certain minimum volumes of natural gas on our pipelines. We have also entered into ar
eight-year fee-based transportation contract with TXU Portfolio Management Company, L.P., asubsidiary of TXU Corp.,
which we refer to as TXU Shipper, to transport natural gas on the ET Fuel System to TXU’s electric generating power
plants. We have aso entered into two eight-year natural gas storage contracts with TXU Shipper to store natural gas at the
two natural gas storage facilities that are part of the ET Fuel System. Each of the contracts with TXU Shipper may be
extended by TXU Shipper for two additional five-year terms. The failure of XTO Energy or TXU Shipper to fulfill their
contractual obligations under these contracts could have a material adverse effect on our cash flow and results of
operations if we were not able to replace these customers under arrangements that provide similar economic benefits as
these existing contracts.
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Federal, state or local regulatory measures could adversely affect our business.

As anatural gas gatherer and intrastate pipeline company, we are generally exempt from Federal Energy Regulatory
Commission, or FERC, regulation under the Natural Gas Act of 1938, or NGA, but FERC regulation still significantly
affects our business and the market for our products. In recent years, FERC has pursued pro-competitive policiesin the
regulation of interstate natural gas pipelines. However, we cannot assure you that FERC will continue this approach as it
considers matters such as pipeline rates and rules and policies that may affect rights of access to natural gas transportation
capacity, transportation and storage facilities. The rates, terms and conditions of some of the transportation and storage
services we provide on the Oasis Pipeline and the ET Fuel System are subject to FERC regulation under Section 311 of the
Natural Gas Policy Act, or NGPA. Under Section 311, rates charged for transportation and storage must be fair and
equitable amounts. Amounts collected in excess of fair and equitable rates are subject to refund with interest, and the term:
and conditions of service, set forth in the pipeline’ s Statement of Operating Conditions, are subject to FERC approval.
Failure to observe the service limitations applicable to storage and transportation service under Section 311, failure to
comply with the rates approved by FERC for Section 311 service, and failure to comply with the terms and conditions of
service established in the pipeline’s FERC-approved Statement of Operating Conditions could result in an alteration of
jurisdictional status and/or the imposition of administrative, civil and criminal penalties.

Our intrastate natural gas transportation and storage facilities are subject to state regulation in Texas and Louisiana, the
states in which we operate these types of pipelines. Our intrastate transportation facilities located in Texas are subject to
regulation as common purchasers and as gas utilities by the Texas Railroad Commission, or TRRC. The TRRC's
jurisdiction extends to both rates and pipeline safety. The rates we charge for transportation and storage services are
deemed just and reasonable under Texas law unless challenged in a complaint. Should a complaint be filed or should
regulation become more active, our business may be adversely affected.

Our pipeline operations are also subject to ratable take and common purchaser statutes in Texas and Louisiana, the states
where we operate. Ratable take statutes generally require gatherers to take, without undue discrimination, natural gas
production that may be tendered to the gatherer for handling. Similarly, common purchaser statutes generaly require
gatherers to purchase without undue discrimination as to source of supply or producer. These statutes have the effect of
restricting our right as an owner of gathering facilities to decide with whom we contract to purchase or transport natural
gas. Federa law |leaves any economic regulation of natural gas gathering to the states, and some of the states in which we
operate have adopted complaint-based or other limited economic regulation of natural gas gathering activities. Statesin
which we operate that have adopted some form of complaint-based regulation, like Texas, generally alow natural gas
producers and shippers to file complaints with state regulatorsin an effort to resolve grievances relating to natural gas
gathering rates and access. Other state and local regulations also affect our business.

Our storage facilities are also subject to the jurisdiction of the TRRC. Generadly, the TRRC has jurisdiction over all
underground storage of natural gasin Texas, unlessthe facility is part of an interstate gas pipeline facility. Because the ET
Fuel System and the Houston Pipeline System natural gas storage facilities are only connected to intrastate gas pipelines,
they fall within the TRRC' sjurisdiction and must be operated pursuant to TRRC permit. Certain changes in ownership or
operation of TRCCHurisdictional storage facilities, such as facility expansions and increases in the maximum operating
pressure, must be approved by the TRRC through an amendment to the facility’ s existing permit. In addition, the TRRC
must approve transfers of the permits. The TRRC’ s regulations also require all natural gas storage facilities to be operated
to prevent waste, the uncontrolled escape of gas, pollution and danger to life or property. Accordingly, the TRRC requires
natural gas storage facilities to implement certain safety, monitoring, reporting and record-keeping measures. Violations o
the terms and provisions of a TRRC permit or a TRRC order or regulation can result in the modification, cancellation or
suspension of an operating permit and/or civil penalties, injunctive relief, or both.
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and operating the pipelines, and subjects pipelines to regular inspections. Some of our gathering facilities are exempt from
the requirements of this Act. In respect to recent pipeline accidentsin other parts of the country, Congress and the
Department of Transportation have passed or are considering heightened pipeline safety requirements.

Failure to comply with applicable regulations under the NGA, NGPA, Pipeline Safety Act and certain state laws could
result in the imposition of administrative, civil and criminal remedies.

Our business involves hazardous substances and may be adversely affected by environmental regulation.

Our natural gas midstream, transportation and storage, as well as our propane, businesses are subject to stringent federal,
state, and local environmental laws and regulations governing the discharge of materials into the environment or otherwis
relating to environmental protection. These laws and regulations may require the acquisition of permits for our operations,
result in capital expenditures to manage, limit, or prevent emissions, discharges, or releases of various materials from our
pipelines, plants, and facilities, and impose substantial liabilities for pollution resulting from our operations. Several
governmental authorities, such asthe U.S. Environmental Protection Agency, have the power to enforce compliance with
these laws and regulations and the permits issued under them and frequently mandate difficult and costly remediation
measures and other actions. Failure to comply with these laws, regulations, and permits may result in the assessment of
administrative, civil, and criminal penalties, the imposition of remedial obligations, and the issuance of injunctive relief.

We may incur substantial environmental costs and liabilities because the underlying risk are inherent to our operations.
Joint and several, strict liability may be incurred under environmental laws and regulations in connection with discharges
or releases of petroleum hydrocarbons or wastes on, under, or from our properties and facilities, many of which have been
used for industrial activities for anumber of years. Private parties, including the owners of properties through which our
gathering systems pass or facilities where our petroleum hydrocarbons or wastes are taken for reclamation or disposal, ma
also have the right to pursue lega actions to enforce compliance as well as to seek damages for non-compliance with
environmental laws and regulations or for personal injury or property damage. In addition, changesin environmental laws
and regulations occur frequently, and any such changes that result in more stringent and costly waste handling, storage,
transport disposal or remediation requirements could have a material adverse effect on our operations or financial position

Any reduction in the capacity of, or the allocations to, our shippersin interconnecting, third-party pipelines could caus
a reduction of volumes transported in our pipelines, which would adversely affect our revenues and cash flow.

Users of our pipelines are dependent upon connections to and from third-party pipelines to receive and deliver natural gas
and NGLs. Any reduction in the capacities of these interconnecting pipelines due to testing, line repair, reduced operating
pressures, or other causes could result in reduced volumes being transported in our pipelines. Similarly, if additional
shippers begin transporting volumes of natural gas and NGL s over interconnecting pipelines, the alocations to existing
shippersin these pipelines would be reduced, which could also reduce volumes transported in our pipelines. Any reductior
in volumes transported in our pipelines would adversely affect our revenues and cash flow.

We encounter competition from other midstream, transportation and storage companies and propane companies.

We experience competition in all of our markets. Our principal areas of competition include obtaining natural gas supplies
for the Southeast Texas System and natural gas transportation customers for the Oasis Pipeline, the East Texas Pipeline
System and the ET Fuel System. Our competitors include major integrated oil companies, interstate and intrastate pipeline
and companies that gather, compress, treat, process, transport, store and market natural gas. The Southeast Texas System
competes with natural gas gathering and processing systems
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owned by Duke Energy Field Services, LLC. The East Texas Pipeline competes with other natural gas transportation
pipelines that serve the Bossier Sands area in east Texas and the Barnett Shale area of the Fort Worth Basin in north Texac
The ET Fuel System competes with a number of other natural gas pipelines, including interstate and intrastate pipelines
that link the Waha Hub, and the Fort Worth Basin Pipeline competes with other natural gas transportation pipelines
serving the Dallas/Ft. Worth area and other pipelines that serve the east central Texas and south Texas markets. Pipelines
that we compete with in these areas include those owned by Atmos Energy Corporation, Enterprise Products Partners, L.
P., and Enbridge, Inc. Some of our competitors may have greater financial resources and access to larger natural gas
supplies than we do.

The acquisition of the Houston Pipeline System increased the number of interstate pipelines and natural gas marketsto
which we have access and expanded our principal areas of competition to areas such as southeast Texas and the Texas
Gulf Coast. Asaresult of our expanded market presence and diversification, we face additional competitors, such as majol
integrated oil companies, interstate and intrastate pipelines and companies that gather, compress, treat, process, transport,
store and market natural gas, that may have greater financial resources and access to larger natural gas supplies than we dc

Our propane business competes with a number of large national and regional propane companies and several thousand
small independent propane companies. Because of the relatively low barriersto entry into the retail propane market, there
is potential for small independent propane retailers, as well as other companies that may not currently be engaged in retail
propane distribution, to compete with our retail outlets. As aresult, we are always subject to the risk of additional
competition in the future. Generally, warmer-than-normal weather further intensifies competition. Most of our propane
retail branch locations compete with several other marketers or distributorsin their service areas. The principal factors
influencing competition with other retail propane marketers are:

e price,

« reliability and quality of service,

*  responsiveness to customer needs,

« safety concerns,

» long-standing customer relationships,

» theinconvenience of switching tanks and suppliers, and

» thelack of growth in the industry.

Expanding our business by constructing new pipelines and treating and processing facilities subjects usto risks.

One of the ways that we expect to grow our business is through the construction of additions to our existing gathering,
compression, treating, processing and transportation systems. The construction of anew pipeline or the expansion of an
existing pipeline, by adding additional compression capabilities or by adding a second pipeline along an existing pipeline,
and the construction of new processing or treating facilities, involve numerous regulatory, environmental, political and
legal uncertainties beyond our control and require the expenditure of significant amounts of capital that we will be require
to finance through borrowings, the issuance of additional equity or from operating cash flow. If we undertake these
projects, they may not be completed on schedule or at all or at the budgeted cost. Moreover, our revenues may not increas
immediately following the completion of particular projects. For instance, if we build a new pipeline, the construction will
occur over an extended period of time, but we may not materially increase our revenues until long after the project’s
completion. Moreover, we may construct facilities to capture anticipated future growth in production in aregion in which
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condition. As aresult, the success of a pipeline construction project will likely depend upon the level of natural gas
exploration and development drilling activity in the areas proposed to be serviced by the project as well as our ability to
obtain commitments from producers in this areato utilize the newly constructed pipelines.

We are exposed to the credit risk of our customers, and an increase in the nonpayment and nonperformance by our
customers could reduce our ability to make distributions to our unitholders.

The risks of nonpayment and nonperformance by our customers are amajor concern in our business. Participants in the
energy industry have been subjected to heightened scrutiny from the financial markets in light of past collapses and
failures of other energy companies. We are subject to risks of 1oss resulting from nonpayment or nonperformance by our
customers. Any substantial increase in the nonpayment and nonperformance by our customers could reduce our ability to
make distributions to our unitholders.

We may be unable to bypass the La Grange processing plant, which could expose usto therisk of unfavorable
processing margins.

Because of our ownership of the Oasis Pipeline, we can generally elect to bypass the La Grange processing plant when
processing margins are unfavorable and instead deliver pipeline-quality gas by blending rich gas from the Southeast Texac
System with lean gas transported on the Oasis Pipeline. In some circumstances, such as when we do not have a sufficient
amount of lean gasto blend with the volume of rich gas that we receive at the La Grange processing plant, we may have tc
process the rich gas. If we have to process when processing margins are unfavorable, our results of operations will be
adversely affected.

We may be unable to retain existing customers or secure new customers, which would reduce our revenues and limit
our future profitability.

The renewal or replacement of existing contracts with our customers at rates sufficient to maintain current revenues and
cash flows depends on a number of factors beyond our control, including competition from other pipelines, and the price
of, and demand for, natural gas in the markets we serve.

For our fiscal year ended August 31, 2005, approximately 33% of our sales of natural gas were to industrial end-users and
utilities. As a consequence of the increase in competition in the industry and volatility of natural gas prices, end-users and
utilities are increasingly reluctant to enter into long-term purchase contracts. Many end-users purchase natural gas from
more than one natural gas company and have the ability to change providers at any time. Some of these end-users also
have the ability to switch between gas and alternate fuels in response to relative price fluctuations in the market. Because
there are many companies of greatly varying size and financial capacity that compete with usin the marketing of natural
gas, we often compete in the end-user and utilities markets primarily on the basis of price. The inability of our
management to renew or replace our current contracts as they expire and to respond appropriately to changing market
conditions could have a negative effect on our profitability.

Our storage business depends on neighboring pipelines to transport natural gas.

To obtain natural gas, our storage business depends on the pipelines to which they have access. Many of these pipelines

are owned by parties not affiliated with us. Any interruption of service on those pipelines or adverse change in their terms
and conditions of service could have a material adverse effect on our ability, and the ability of our customers, to transport
natural gasto and from our facilities and a corresponding material adverse effect on our storage revenues. In addition, the
rates charged by those interconnected pipelines for transportation to and from our facilities affect the utilization and value
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Our pipeline integrity program may cause usto incur significant costs and liabilities.

In December 2003, the U.S. Department of Transportation issued afinal rule requiring pipeline operators to develop
integrity management programs to comprehensively evaluate their pipelines, and take measures to protect pipeline
segments located in what the rule refersto as “high consequence areas.” The fina rule resulted from the enactment of the
Pipeline Safety Improvement Act of 2002. The final rule was effective as of January 14, 2004. Based on the results of our
current pipeline integrity testing programs, we estimate that compliance with this final rule for our existing transportation
assets will result in capital costs of $23.7 million during the period between 2006 to 2008, as well as operating and
maintenance costs of $24.7 million during that three-year period. Integrity testing and assessment of al of these assets will
continue, and the potential exists that results of such testing and assessment could cause us to incur even greater capita
and operating expenditures for repairs or upgrades deemed necessary to ensure the continued safe and reliable operation of
our pipelines.

Since weather conditions may adversely affect demand for propane, our financial conditions may be vulnerable to
warm winters.

Weather conditions have a significant impact on the demand for propane for heating purposes because the majority of our
customersrely heavily on propane as a heating fuel. Typically, we sell approximately two-thirds of our retail propane
volume during the peak-heating season of October through March. Our results of operations can be adversely affected by
warmer winter weather which resultsin lower sales volumes. In addition, to the extent that warm weather or other factors
adversely affect our operating and financial results, our access to capital and our acquisition activities may be limited.
Variations in weather in one or more of the regions where we operate can significantly affect the total volume of propane
that we sell and the profits realized on these sales. Agricultural demand for propane may aso be affected by weather,
including periods of unseasonably cold or hot periods or dry weather conditions which may impact agricultural operations

Sudden and sharp propane price increases that cannot be passed on to customers may adversely affect our profit
margins.

The propane industry isa“margin-based” business in which gross profits depend on the excess of sales prices over supply
costs. As aresult, our profitability is sensitive to changes in energy prices, and in particular, changes in wholesale prices o
propane. When there are sudden and sharp increases in the wholesale cost of propane, we may be unable to pass on these
increases to our customers through retail or wholesale prices. Propane is a commodity and the price we pay for it can
fluctuate significantly in response to changes in supply or other market conditions over which we have no contral. In
addition, the timing of cost pass-throughs can significantly affect margins. Sudden and extended wholesale price increases
could reduce our gross profits and could, if continued over an extended period of time, reduce demand by encouraging our
retail customers to conserve their propane usage or convert to alternative energy sources.

Our results of operations and our ability to make distributions or pay interest or principal on debt securities could be
negatively impacted by price and inventory risk related to our propane business and management of these risks.

We generally attempt to minimize our cost and inventory risk related to our propane business by purchasing propane on a
short-term basis under supply contracts that typically have a one-year term and at a cost that fluctuates based on the
prevailing market prices at major delivery points. In order to help ensure adequate supply sources are available during
periods of high demand, we may purchase large volumes of propane during periods of low demand or low price, which
generally occur during the summer months, for storage in our facilities, at major storage facilities or for future delivery.
This strategy may not be effective in limiting our cost and inventory risks if, for example, market, weather or other
conditions prevent or allocate the delivery of physical product during periods of peak demand. If the market price falls
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below the cost at which we made such purchases, it could adversely affect our profits.
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Some of our propane sales are pursuant to commitments at fixed prices. To mitigate the price risk related to our anticipatex
sales volumes under the commitments, we may purchase and store physical product and/or enter into fixed price over-the-
counter energy commaodity forward contracts and options. Generally, over-the-counter energy commodity forward
contracts have terms of less than one year. We enter into such contracts and exercise such options at volume levels that we
believe are necessary to manage these commitments. The risk management of our inventory and contracts for the future
purchase of product could impair our profitability if the customers do not fulfill their obligations.

We also engage in other trading activities, and may enter into other types of over-the-counter energy commodity forward
contracts and options. These trading activities are based on our management’ s estimates of future events and prices and ar
intended to generate a profit. However, if those estimates are incorrect or other market events outside of our control occur,
such activities could generate aloss in future periods and potentially impair our profitability.

We are dependent on our principal propane suppliers, which increasestherisk of an interruption in supply.

During fiscal 2005, we purchased approximately 23.7% of our propane from Enterprise Products Operating L.P.,
approximately 20.6% of our propane from Dynegy Liquids Marketing and Trade and approximately 23% of our propane
from M-P Energy Partnership, the Canadian partnership in which we own a 60% interest. In addition, Titan purchases
100% of its propane from Enterprise pursuant to an agreement that expiresin 2010. If supplies from these sources were
interrupted, the cost of procuring replacement supplies and transporting those supplies from alternative locations might be
materially higher and, at least on a short-term basis, margins could be adversely affected. Supply from Canada is subject tc
the additional risk of disruption associated with foreign trade such as trade restrictions, shipping delays and political,
regulatory and economic instability.

Historically, a substantial portion of the propane that we purchase has originated from one of the industry’s major markets
located in Mt. Belvieu, Texas and has been shipped to us through major common carrier pipelines. Any significant
interruption in the service at Mt. Belvieu or other major market points, or on the common carrier pipelines we use, would
adversely affect our ability to obtain propane.

Competition from alternative energy sources may cause us to lose propane customers, thereby reducing our revenues.

Competition in our propane business from alternative energy sources has been increasing as aresult of reduced regulation
of many utilities. Propane is generally not competitive with natural gasin areas where natural gas pipelines already exist
because natural gasis aless expensive source of energy than propane. The gradual expansion of natural gas distribution
systems and the availability of natural gasin many areas that previously depended upon propane could cause usto lose
customers, thereby reducing our revenues. Fuel oil also competes with propane and is generally less expensive than
propane. In addition, the successful development and increasing usage of aternative energy sources could adversely affect
our operations.

Energy efficiency and technological advances may affect the demand for propane and adversely affect our operating
results.

The national trend toward increased conservation and technological advances, including installation of improved insulatiol
and the development of more efficient furnaces and other heating devices, has decreased the demand for propane by retail
customers. Stricter conservation measures in the future or technological advances in heating, conservation, energy
generation or other devices could adversely affect our operations.
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Tax Risks

For ageneral discussion of the expected federal income tax consequences of owning and disposing of our securities, see
“Material Income Tax Considerations.”
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The IRS could treat us as a corporation for tax purposes, which would substantially reduce the cash available for
distribution to unitholders.

The anticipated after-tax economic benefit of an investment in our common units depends largely on our being treated as ¢
partnership for federal income tax purposes. We have not requested, and do not plan to request, aruling from the IRS on
this or any other matter affecting us.

Despite the fact that we are alimited partnership under Delaware law, it is possible in certain circumstances for a
partnership such as ours to be treated as a corporation for federal income tax purposes. Although we do not believe based
upon our current operations that we are so treated, a change in our business (or a change in current law) could cause us to
be treated as a corporation for federal income tax purposes or otherwise subject us to taxation personally as an entity.

If we were so treated as a corporation, we would pay federal income tax on our income at the corporate tax rate, which is
currently a maximum of 35% and we would likely pay additional state income taxes as well. Distributions to unitholders
would generally be taxed again as corporate distributions, and none of our income, gains, losses or deductions would flow
through to unitholders. Because an additional, material tax would be imposed upon usin that case, our cash available for
distribution to unitholders would be substantially reduced. Therefore, our treatment as a corporation would result in a
material reduction in the available cash distributions to the unitholders, likely causing a substantial reduction in the value
of our common units.

In addition, various states may evaluate ways to subject partnerships to entity-level taxation through the imposition of stat:
income, franchise or other forms of taxation. If any state were to impose a tax upon us personally as an entity, the cash
available for distribution to you would be reduced. Our partnership agreement providesthat if alaw is enacted or existing
law is modified or interpreted in a manner that causes us to be treated as a corporation or otherwise subjects us to entity-
level taxation for federal, state or local income tax purposes, then the minimum quarterly distribution and the target
distribution levels will be adjusted to reflect that impact on us.

A successful | RS contest of the federal income tax positions we take may adversely affect the market for common units
and the costs of any contest will be borne by our unitholders and our general partner.

We have not requested a ruling from the IRS with respect to any matter affecting us. The IRS may adopt positions that
differ from the conclusions of our counsel expressed in this prospectus or from the positions we take. It may be necessary
to resort to administrative or court proceedings to sustain our counsel’s conclusions or the positions we take. A court may
not concur with some or all of our counsel’s conclusions or the positions we take. Any contest with the IRS may material |
and adversely affect the market for our common units and the price at which they trade. In addition, the costs of any
contest with the IRS, principally legal, accounting and related fees, will be indirectly borne by our unitholders and our
genera partner since such costs will reduce the amount of cash available for distribution.

Unitholders may be required to pay taxes on their share of our income even if they do not receive any cash distribution:
fromus.

Unitholders may not receive cash distributions from us equal to their share of our taxable income or even equal to the
actual tax liability that results from the taxation of their share of our taxable income. In such case, Unitholders would still
be required to pay federal income taxes and, in some cases, state and local income taxes on their share of our taxable
income regardless of the amount, if any, of any cash distributions they receive from us.
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Only calendar year taxpayers may become partners.

Only calendar year taxpayers may purchase common units. Any unitholder who is not a calendar year taxpayer will not be
admitted to Energy Transfer Partners, L.P. as a partner, will not be entitled to receive distributions or federal income tax
alocations from Energy Transfer Partners, L.P. and may only transfer these common units to a purchaser or other
transferee.

Tax gain or loss on disposition of common units could be different than expected.

Unitholders who sell common units will recognize gain or loss equal to the difference between the amount realized and
their tax basisin those common units. Prior distributions in excess of the total net taxable income allocated for acommon
unit that decreased a unitholder’ stax basis in that common unit will, in effect, become taxable income to the unitholder if
the common unit is sold at a price greater than the unitholder’ stax basisin that common unit, even if the price isless than
his original cost. A substantial portion of the amount the unitholder realizes, whether or not representing gain, will likely
be ordinary income to the unitholder. Should the IRS successfully contest some positions we take, a unitholder could
recognize more gain on the sale of common units than would be the case under those positions, without the benefit of
decreased income in prior years. Also, unitholders who sell common units may incur atax liability in excess of the amoun
of cash they receive from the sale.

Tax-exempt entities and foreign persons face unique tax issues from owning common units that may result in adverse
tax consequencesto them.

Investment in common units by tax-exempt entities, including employee benefit plans and individual retirement accounts
(known as IRAS) and non-U.S. persons raises issues unique to them. For example, virtually all of our income allocated to
unitholders who are organizations exempt from federal income tax, may be taxable to them as “unrelated business taxable
income”. Distributions to non-U.S. persons will be reduced by withholding taxes, at the highest applicable rate, and non-U
S. persons will be required to file federal income tax returns and generally pay tax on their share of our taxable income. If
you are atax-exempt entity or anon-U.S. person, you should consult your tax advisor before investing in our common
units.

We will treat each purchaser of common units as having the same tax benefits without regard to the units purchased.
The IRS may challenge this treatment, which could adversely affect the value of the units.

Because we cannot match transferors and transferees of common units, we will adopt depreciation and amortization
positions that do not conform with all aspects of existing Treasury Regulations. A successful IRS challenge to those
positions could adversely affect the amount of tax benefits available to you. It also could affect the timing of these tax
benefits or the amount of gain from the unitholder’ s sale of common units and could have a negative impact on the value
of the common units or result in audit adjustments to the unitholder’ s tax returns. Please read “Material Income Tax
Considerations—Tax Consequences of Unit Ownership—Section 754 Election” and “—Uniformity of Units.”

Unitholderslikely will be subject to state and local taxesin states where they do not live as a result of an investment in
the units.

In addition to federal income taxes, the unitholders may be subject to other taxes, including state and local taxes,
unincorporated business taxes and estate, inheritance or intangible taxes that are imposed by the various jurisdictionsin
which we do business or own property now or in the future, even if they do not live in any of those jurisdictions. We
presently have business operations in 40 states. In the future, we may acquire property or do businessin other statesor in
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foreign jurisdictions. Unitholders may be required to file state and local income tax returns and pay state and local income
taxesin some or al of the jurisdictions. Further, unitholders may be subject to penalties for failure to comply with those

requirements. It isthe responsibility of each unitholder to file al federal, state and local tax returns. Our counsel has not
rendered an opinion on the state or local tax consequences of an investment in us.
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The sale or exchange of 50% or more of our capital and profitsinterests during any twelve-month period will result in
the termination of our partnership for federal income tax purposes.

We will be considered to have terminated for federal income tax purposes if there is a sale or exchange of 50% or more of
the total interestsin our capital and profits within a twelve-month period. Our termination would, among other things,
result in the closing of our taxable year for all unitholders and could result in adeferral of depreciation deductions
allowable in computing our taxable income. Please read “Material Income Tax Considerations—Disposition of Common
Units—Constructive Termination” for a discussion of the consequences of our termination for tax purposes.
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FORWARD-LOOKING STATEMENTS

Some of the information included in this prospectus, any prospectus supplement and the documents we incorporate by
reference contain “forward-looking” statements. These statements discuss goal's, intentions and expectations as to future
trends, plans, events, results of operations or financial condition, or state other information relating to us, based on the
current beliefs of our management as well as assumptions made by, and information currently available to, management.

Statements using words such as “anticipate,” “believe,” “intend,” “project,” “plan,” “continue,” “estimate,” “forecast,”
“may,” or similar expressions help identify forward-looking statements. Although the Partnership believes such forward-
looking statements are based on reasonabl e assumptions and current expectations and projections about future events, no
assurance can be given that every objective will be reached.

Actual results may differ materially from any results projected, forecasted, estimated or expressed in forward-looking
statements since many of the factors that determine these results are subject to uncertainties and risks, difficult to predict,
and beyond management’ s control. Such factors include:

* the genera economic conditions in the United States of America as well as the general economic conditions and
currenciesin foreign countries;

» theamount of natural gas transported on our pipelines and gathering systems;

« thelevel and throughput in our natural gas processing and treating facilities;

* thefees ETC OLP charges and the margins realized for its services,

» the prices and market demand for, and the relationship between, natural gas and NGLs;

e energy prices generaly;

» the price of propane to the consumer compared to the price of aternative and competing fuels;

* thegenera level of petroleum product demand and the availability and price of propane supplies,
» thelevel of domestic oil and natural gas production;

» theavailability of imported oil and natural gas,

« the ability to obtain adequate supplies of propane for retail salein the event of an interruption in supply or
transportation and the availability of capacity to transport propane to market areas;

» actionstaken by foreign oil and gas producing nations,

» thepolitical and economic stability of petroleum producing nations;

» the effect of weather conditions on demand for oil, natural gas and propane;

» theweather in our operating areas,

» availability of local, intrastate and interstate transportation systems;

» the continued ability to find and contract for new sources of natural gas supply;
e availability and marketing of competitive fuels;

» theimpact of energy conservation efforts;
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* energy efficiencies and technological trends,

« theextent of governmental regulation and taxation;
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» hazards or operating risks incidental to the transporting, treating and processing of natural gas and NGLs or to the
transporting, storing and distributing of propane that may not be fully covered by insurance;

» the maturity of the propane industry and competition from other propane distributors;
e competition from other midstream companies,

* management has limited discretion under board guidelines in conducting our risk management activities and may
not accurately predict future price fluctuations and therefore expose us to financial risks and reduce our
opportunity to benefit from price fluctuations;

» changesin commodity prices may subject usto margin calls, which may adversely affect our liquidity;

e loss of key personndl;

* lossof key natural gas producers or the providers of fractionation services;

e reductionsin the capacity or allocations of third party pipelines that connect with our pipelines and facilities;

» the effectiveness of risk-management policies and procedures and the ability of our marketing counterparties to
satisfy their financial commitments and the nonpayment or nonperformance by its customers;

« theavailability and cost of capital and our ability to access certain capital sources,

» changesin laws and regulations to which we are subject, including tax, environmental, transportation and
employment regulations;

» thecosts and effects of legal and administrative proceedings;

» theability to successfully identify and consummate strategic acquisitions at purchase prices that are accretive to
the our financial results; and

» risks associated with the construction of new pipelines and treating and processing facilities or additions to our
existing pipelines and facilities.

These factors are not necessarily al of the important factors that could cause actual results to differ materialy from those
expressed in any of our forward-looking statements. Our future results will depend upon various other risks and
uncertainties, including, but not limited to, those detailed in our other filings with the SEC. For additional information,
please read our other current filings with the SEC under the Exchange Act and the Securities Act. Other unknown or
unpredictable factors also could have material adverse effects on our future results. Y ou should not put undue reliance on
any future-looking statements. When considering forward-looking statements, please review the risk factors described
under “Risk Factors’ beginning on page 3 of this prospectus.

25

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (106 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

USE OF PROCEEDS

Except as otherwise provided in the applicable prospectus supplement, we will use the net proceeds we receive from the
sale of the securitiesto pay all or a portion of indebtedness outstanding at the time and to acquire assets as suitable
opportunities arise.

RATIO OF EARNINGSTO FIXED CHARGES

Although Heritage Propane Partners, L.P. was the surviving parent entity for legal purposes in the Energy Transfer
Transactions, ETC OLP was the acquiror for accounting purposes. As aresult, following the Energy Transfer
Transactions, the historical financial statements of ETC OLP for periods prior to the closing of the Energy Transfer
Transactions became our historical financia statements. ETC OLP was formed on October 1, 2002 and has an August 31
year-end. ETC OLP s predecessor entities had a December 31 year-end. Accordingly, ETC OLP s 11-month period ended
August 31, 2003 is treated as a transition period.

The ratio of earnings to fixed charges for the period from October 1, 2002 to August 31, 2003 has been derived from the
historical financial statements of ETC OLP incorporated by reference in this prospectus. During this time period, ETC
OLP owned the Southeast Texas System and the Elk City System. From October 1, 2002 through December 27, 2002,
ETC OLP also owned a 50% equity interest in Oasis Pipe Line Company, which owns the Oasis Pipeline. After
December 27, 2002, ETC OLP owned a 100% interest in Oasis Pipe Line. In addition, on December 27, 2002, an affiliate
of ETC’s general partner contributed to ETC OLP its marketing business and itsinterest the Vantex System, the Rusk
County Gathering System, the Whiskey Bay System and the Chalkley Transmission System.

The ratio of earnings to fixed charges for periods prior to October 1, 2002 has been derived from the historical financial
statements of Aquila Gas Pipeline. Prior to October 1, 2002, Aquila Gas Pipeline owned the Southeast Texas System, the
Elk City System and a 50% equity interest in Oasis Pipe Line. All of these assets were acquired by ETC OLP effective
October 1, 2002.

Theratio of earningsto fixed charges for Aquila Gas Pipeline for the nine months ended September 30, 2002 and the year:
ended December 31, 2001 and 2000 has been derived from the audited consolidated financial statements of Aquila Gas
Pipeline incorporated, which are not included or incorporated by reference in this prospectus.

The following table sets forth our consolidated ratio of earnings to fixed charges for the periods indicated therein and on a
pro forma basis to give effect to (1) the HPL System acquisition in January 2005, (2) the acquisition of Titan Energy
Partners LP and Titan Energy GP LLC on June 1, 2006 (3) the anticipated financing of the Titan acquisition which
assumes a combination of 50% debt issuance and 50% equity (the expected interest rate on such debt is approximately
6.32%) and (4) the use of the net proceeds of this offering as if each of these transactions had occurred on September 1,
2004:

Energy Transfer
Pro Form:
Pro Forma Nine Montl|
Year Ended Ended
August 31, May 31,
Aquila GasPipeline 2005 2006
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HPL
NineMonths  Eleven Months Year System Nine Months
Year Ended Ended Ended Ended Acquisition
December 31, september 30, August 31, August 31, and Titan
2000 2001 2002 2003 2004 2005 Acquisition
Ratio of earnings
to fixed charges 2.55 6.64 172 457 328 302 5.27
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For theseratios, “earnings’ is the amount resulting from adding the following items:
* pre-tax income from continuing operations, before minority interest and equity in earnings of affiliates,
* amortization of capitalized interest;
» distributed income of equity investees,; and
» fixed charges.
The term “fixed charges’ means the sum of the following:
* interest expensed;
e interest capitalized,
» amortized debt issuance costs, and

* estimated interest e ement of rentals.
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DESCRIPTION OF UNITS

We currently have outstanding common units, class C units, class E units and class F units. Set forth below is a descriptior
of the relative rights and preferences of holders of these classes of units as specified in our partnership agreement, a copy
of whichisfiled as an exhibit to the registration statement of which this prospectusis a part. For a description of the
relative rights and preferences of holders of units and our general partner in and to cash distributions, see “Cash
Distribution Policy.” For ageneral discussion of the expected federal income tax consequences of owning and disposing o
common units, see “Material Tax Considerations.” Referencesin this“Description of Units’” to “we,” “us’” and “our” mear
Energy Transfer Partners, L.P.

Common Units

Our common units are registered under the Securities Exchange Act of 1934 and are listed for trading on the New Y ork
Stock Exchange (the “NY SE”). Each holder of acommon unit is entitled to one vote per unit on all matters presented to
the limited partners for avote. In addition, if at any time any person or group (other than our general partner and its
affiliates) owns beneficially 20% or more of all common units, any common units owned by that person or group may not
be voted on any matter and are not considered to be outstanding when sending notices of a meeting of unitholders (unless
otherwise required by law), calculating required votes, determining the presence of a quorum or for other similar purposes
under our partnership agreement. The common units are entitled to distributions of available cash as described below
under “ Cash Distribution Policy.”

Asof May 31, 2006, we had 108,155,516 common units outstanding, of which 72,516,823 were held by the public,
33,843,690 were held by ETE, the owner of our general partner, or its affiliates, 1,308 were held by FHM Investments, L .1
C. and 1,793,695 were held by our officers and directors. As of such date, the common units represent an aggregate 98.0%
limited partner interest. Our general partner owns an aggregate 2.0% general partner interest in us.

Class C Units

Prior to the payment of a one-time special distribution on July 14, 2006, we had 1,000,000 class C units outstanding, all of
which were held by FHS Investments, L.L.C. Upon making the payment to the holder of the class C units on July 14,
2006, al 1,000,000 outstanding class C units were retired and canceled.

Class E Units

In conjunction with our purchase of the capital stock of Heritage Holdings in January 2004, the 4,426,916 common units
held by Heritage Holdings were converted into 4,426,916 class E units. Pursuant to our two-for-one unit split completed
on March 15, 2005, there are currently 8,853,832 class E Units outstanding, all of which are owned by Heritage Holdings.
The class E units generally do not have any voting rights. These class E units are entitled to aggregate cash distributions
equal to 11.1% of the total amount of cash distributed to all unitholders, including the class E unitholders, up to $1.41 per
unit per year. Management plans to leave the class E unitsin the form described here indefinitely. In the event of our
termination and liquidation, the class E units will be allocated 1% of any gain upon liquidation and will be allocated any
loss upon liquidation to the same extent as the common units. After the allocation of such amounts, the class E units will
be entitled to the balance in their capital accounts, as adjusted for such termination and liquidation. The terms of the class
E units were determined in order to provide us with the opportunity to minimize the impact to us of our ownership of
Heritage Holdings, including the deferred tax liabilities of Heritage Holdings that we inherited in connection with our
purchase of Heritage Holdings. The class E units are treated as treasury stock for accounting purposes because they are
owned by our wholly-owned subsidiary, Heritage Holdings. Due to the ownership of the class E units by this corporate
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subsidiary, the payment of distributions on the class E units will result in annual tax payments by Heritage Holdings at
corporate federal income tax rates, which tax payments will reduce the amount of cash that would otherwise be available
for distribution to us, as the owners of Heritage Holdings. Because distributions on
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the class E units will be available to us as the owner of Heritage Holdings, those funds will be available, after payment of
taxes, for our genera partnership purposes, including to satisfy working capital requirements, for the repayment of
outstanding debt and to make distributions to our unitholders. Because the class E units are not entitled to receive any
allocation of our income, gain, loss, deduction or credit that is attributable to our ownership of Heritage Holdings, such
amounts will instead be allocated to our general partner in accordance with its respective interest and the remainder to all
unithol ders other than the holders of class E units pro rata. In the event that our distributions exceed $1.41 per unit
annually, al such amounts in excess thereof will be available for distribution to unitholders other than the holders of class
E unitsin proportion to their respective interests.

Class F Units

Asof May 31, 2006, we had 2,570,150 class F units outstanding, all of which are held by ETE. Each class F unit will
initially be entitled to receive 100% of the quarterly cash distribution paid in respect of each of our common units;
provided that the class F units will be subordinated to our common units with respect to the payment of the minimum
quarterly distribution for such quarter (in an amount equal to $0.25 per quarter) and any arrearages with respect to the
payment of the minimum quarterly distribution for all prior quarters subsequent to the issuance of the class F units. We
have submitted to a vote of our unitholders a proposal to change the terms of the class F unitsin order to provide that the
class F units will be convertible into our common units, on a one-for-one basis, immediately following the approval by oul
unitholders of such change in the terms of the class F units. Holders of the class F units are not entitled to vote upon the
proposal to change the terms of the class F units but otherwise will be entitled to the same voting rights as our common
units, and the class F units will vote with our common units as a single class on each matter with respect to which our
common units are entitled to vote. If our unitholders do not approve the proposal to change the terms of the class F units,
then each class F unit will be entitled to receive 115% of the quarterly amount distributed by usin respect of each of our
common units on a pari passu basis with distributions on our common units.

Upon our dissolution and liquidation, each class F unit will initially be entitled to receive 100% of the amount distributed
on each of our common units, but only after each of our common units has received an amount equal to its capital account
plus the minimum quarterly distribution for the quarter in which the liquidation occurs, plus any arrearagesin the
minimum quarterly distribution with respect to prior quarters. If, however, our unitholders do not approve the proposal to
change the terms of the class F units to make them convertible into our common units, then each class F unit will be
entitled upon liquidation to receive 115% of the amount distributed in respect of each of our common units on a pari passu
basis with liquidating distributions on our common units. A special meeting of our common unitholders will be held on
August 15, 2006 to consider and vote upon the proposal to change the terms of the class F units and to make them
convertible into our common units.

I ssuance of Additional Securities

Our partnership agreement authorizes us to issue an unlimited number of additional partnership securities and rights to buy
partnership securities for the consideration and on the terms and conditions established by our general partner in its sole
discretion, without the approval of the unitholders. Any such additional partnership securities may be senior to the
common units.

It is possible that we will fund acquisitions through the issuance of additional common units or other equity securities.
Holders of any additional common units we issue will be entitled to share equally with the then-existing holders of
common unitsin our distributions of available cash. In addition, the issuance of additional partnership interests may dilute
the value of the interests of the then-existing holders of common unitsin our net assets.
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In accordance with Delaware law and the provisions of our partnership agreement, we may also issue additional
partnership securities that, in the sole discretion of the general partner, have special voting rights to which the common
units are not entitled.
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Upon issuance of additional partnership securities, our general partner will be required to make additional capital
contributions to the extent necessary to maintain its 2.0% general partner interest in us. Moreover, our genera partner will
have the right, which it may from time to time assign in whole or in part to any of its affiliates, to purchase common units
or other equity securities whenever, and on the same terms that, we issue those securities to persons other than the general
partner and its affiliates, to the extent necessary to maintain its percentage interest, including its interest represented by
common units, that existed immediately prior to each issuance. The holders of common units will not have preemptive
rights to acquire additional common units or other partnership securities.

Unitholder Approval

The following matters require the approval of the majority of the outstanding common units, including the common units
owned by the general partner and its affiliates:

e amerger of our partnership;

» asaeor exchange of all or substantially all of our assets,

« dissolution or reconstitution of our partnership upon dissolution;
e certain amendments to the partnership agreement; and

» thetransfer to another person of the incentive distribution rights at any time, except for transfers to affiliates of th
genera partner or transfersin connection with the general partner’s merger or consolidation with or into, or sale
of all or substantially al of its assets to, another person.

The removal of our general partner requires the approval of not less than 662/3% of all outstanding units, including units
held by our genera partner and its affiliates. Any removal is subject to the election of a successor general partner by the
holders of a mgjority of the outstanding common units, including units held by our general partner and its affiliates.

Amendmentsto Our Partnership Agreement

Amendments to our partnership agreement may be proposed only by our general partner. Certain amendments require the
approval of amgjority of the outstanding common units, including common units owned by the general partner and its
affiliates. Any amendment that materially and adversely affects the rights or preferences of any class of partnership
interests in relation to other classes of partnership interests will require the approval of at least a majority of the class of
partnership interests so affected. Our general partner may make amendments to the partnership agreement without
unitholder approval to reflect:

e achangeinour name, the location of our principal place of business or our registered agent or office;
* theadmission, substitution, withdrawal or removal of partners,

e achangeto qualify or continue our qualification as alimited partnership or a partnership in which the limited
partners have limited liability or to ensure that neither we nor our operating partnership will be treated as an
association taxable as a corporation or otherwise taxed as an entity for federal income tax purposes;

» achange that does not affect our unitholders in any material respect;
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e achangeto (i) satisfy any requirements, conditions or guidelines contained in any opinion, directive, order, ruling
or regulation of any federal or state agency or judicial authority or contained in any federal or state statute,
(i) facilitate the trading of common units or comply with any rule, regulation, guideline or requirement of any
national securities exchange on which the common units are or will be listed for trading, (iii) that is necessary or
advisable in connection with action taken by our general partner with respect to subdivision and combination of
our securities or (iv) that isrequired to effect the intent expressed in our partnership agreement;
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e achangeinour fiscal year or taxable year and any changes that are necessary or advisable as aresult of a change
inour fiscal year or taxable year;

» an amendment that is necessary to prevent us, or our general partner or its directors, officers, trustees or agents
from being subjected to the provisions of the Investment Company Act of 1940, as amended, the Investment
Advisors Act of 1940, as amended, or “plan asset” regulations adopted under the Employee Retirement Income
Security Act of 1974, as amended,;

» anamendment that is necessary or advisable in connection with the authorization or issuance of any class or serie
of our securities,

« any amendment expressly permitted in our partnership agreement to be made by our general partner acting alone;

« anamendment effected, necessitated or contemplated by a merger agreement approved in accordance with our
partnership agreement;

« an amendment that is necessary or advisable to reflect, account for and deal with appropriately our formation of,
or investment in, any corporation, partnership, joint venture, limited liability company or other entity other than
our operating partnership, in connection with our conduct of activities permitted by our partnership agreement;

e amerger or conveyance to effect achangein our legal form; or

* any other amendment substantially similar to the foregoing.

Withdrawal or Removal of Our General Partner

On or after June 30, 2006, our general partner may withdraw as general partner without first obtaining approval of any
unitholder by giving 90 days written notice, and that withdrawal will not constitute a violation of our partnership
agreement. In addition, our genera partner may withdraw without unitholder approval upon 90 days' notice to our limited
partnersif at least 50% of our outstanding common units are held or controlled by one person and its affiliates other than
our general partner and its affiliates.

Upon the voluntary withdrawal of our general partner, the holders of a majority of our outstanding common units,
excluding the common units held by the withdrawing general partner and its affiliates, may elect a successor to the
withdrawing general partner. If a successor is not elected, or is elected but an opinion of counsel regarding limited liability
and tax matters cannot be obtained, we will be dissolved, wound up and liquidated, unless within 90 days after that
withdrawal, the holders of a majority of our outstanding units, excluding the common units held by the withdrawing
genera partner and its affiliates, agree to continue our business and to appoint a successor general partner. Our general
partner may not be removed unless that removal is approved by the vote of the holders of not less than two-thirds of our
outstanding units, including units held by our general partner and its affiliates, and we receive an opinion of counsel
regarding limited liability and tax matters. Any removal of thiskind is also subject to the approval of a successor general
partner by the vote of the holders of the majority of our outstanding common units, including those held by our general
partner and its affiliates.

While our partnership agreement limits the ability of our general partner to withdraw, it allows the general partner interest
to be transferred to an affiliate or to athird party in conjunction with amerger or sale of all or substantially all of the asset:
of our general partner. In addition, our partnership agreement expressly permits the sale, in whole or in part, of the
ownership of our general partner. Our general partner may also transfer, in whole or in part, any common unitsit owns.
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Liquidation and Distribution of Proceeds

Upon our dissolution, unless we are reconstituted and continue as a new limited partnership, the person authorized to winc
up our affairs (the liquidator) will, acting with all the powers of our general partner that the liquidator deems necessary or
desirablein its good faith judgment, liquidate our assets. The proceeds of the liquidation will be applied as follows:

» first, towards the payment of all of our creditors and the creation of areserve for contingent liabilities; and
« then, to al partnersin accordance with the positive balance in their respective capital accounts.
Under some circumstances and subject to some limitations, the liquidator may defer liquidation or distribution of our

assets for areasonable period of time. If the liquidator determines that a sale would be impractical or would cause aloss tc
our partners, our general partner may distribute assets in kind to our partners.

Limited Call Right

If a any time less than 20% of the outstanding common units of any class are held by persons other than our general
partner and its affiliates, our general partner will have the right to acquire all, but not less than al, of those common units
at aprice no less than their then-current market price. As a consequence, a unitholder may be required to sell his common
units at an undesirable time or price. Our general partner may assign this purchase right to any of its affiliates or us.

I ndemnification

Under our partnership agreement, in most circumstances, we will indemnify our general partner, its affiliates and their
officers and directors to the fullest extent permitted by law, from and against all losses, claims or damages any of them
may suffer by reason of their status as general partner, officer or director, as long as the person seeking indemnity acted in
good faith and in a manner believed to be in or not opposed to our best interest. Any indemnification under these
provisions will only be out of our assets. Our general partner shall not be personally liable for, or have any obligation to
contribute or loan funds or assets to us to effectuate any indemnification. We are authorized to purchase insurance against
liabilities asserted against and expenses incurred by persons for our activities, regardless of whether we would have the
power to indemnify the person against liabilities under our partnership agreement.

Listing
Our outstanding common units are listed on the NY SE under the symbol “ETP.” Any additional common units we issue
also will be listed on the NY SE.

Transfer Agent and Registrar
The transfer agent and registrar for the common unitsis American Stock Transfer & Trust Company.

Transfer of Common Units

Each purchaser of common units offered by this prospectus must execute a transfer application. By executing and
delivering atransfer application, the purchaser of common units:

* becomes the record holder of the common units and is an assignee until admitted into our partnership as a
substituted limited partner;

« automatically requests admission as a substituted limited partner in our partnership;
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e agreesto be bound by the terms and conditions of, and executes, our partnership agreement;
e represents that such person has the capacity, power and authority to enter into the partnership agreement;

» grantsto our general partner the power of attorney to execute and file documents required for our existence and
gualification as alimited partnership, the amendment of the partnership agreement, our dissolution and
liquidation, the admission, withdrawal, removal or substitution of partners, the issuance of additional partnership
securities and any merger or consolidation of the partnership.

* makes the consents and waivers contained in the partnership agreement, including the waiver of the fiduciary
duties of the genera partner to unitholders as described in “Risk Factors—Risks Inherent in an Investment in Us-
Our partnership agreement limits our general partner’sfiduciary dutiesto our unitholders and restricts the
remedies available to unitholders for actions taken by our general partner that might otherwise constitute breaches
of fiduciary duty.”

An assignee will become a substituted limited partner of our partnership for the transferred common units upon the conser
of our general partner and the recording of the name of the assignee on our books and records. Although the general
partner has no current intention of doing so, it may withhold its consent in its sole discretion. An assignee who is not
admitted as alimited partner will remain an assignee. An assignee is entitled to an interest equivalent to that of alimited
partner for the right to share in allocations and distributions from us, including liquidating distributions. Furthermore, our
genera partner will vote and exercise other powers attributable to common units owned by an assignee at the written
direction of the assignee.

Transfer applications may be completed, executed and delivered by a purchaser’ s broker, agent or nominee. We are
entitled to treat the nominee holder of a common unit as the absolute owner. In that case, the beneficia holders rights are
limited solely to those that it has against the nominee holder as aresult of any agreement between the beneficial owner anc
the nominee holder.

Common units are securities and are transferable according to the laws governing transfer of securities. In addition to othe
rights acquired, the purchaser has the right to request admission as a substituted limited partner in our partnership for the
purchased common units. A purchaser of common units who does not execute and deliver atransfer application obtains
only:

« theright to assign the common unit to a purchaser or transferee; and

» theright to transfer the right to seek admission as a substituted limited partner in our partnership for the purchase
common units.

Thus, a purchaser of common units who does not execute and deliver atransfer application:

* will not receive cash distributions or federal income tax allocations, unless the common unitsare held in a
nominee or “street name” account and the nominee or broker has executed and delivered a transfer application;
and

* may not receive some federal income tax information or reports furnished to record holders of common units.

Until acommon unit has been transferred on our books, we and the transfer agent, notwithstanding any notice to the
contrary, may treat the record holder of the unit as the absolute owner for all purposes, except as otherwise required by law
or NY SE regulations.
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Statusas Limited Partner or Assignee

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

Assuming that alimited partner does not participate in the control of our business within the meaning of the Delaware
Revised Uniform Limited Partnership Act (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 possible
exceptions, to the amount of capital he is obligated to contribute to us for his common units plus his share of any
undistributed profits and assets. If it were determined, however, that the right or exercise of the right by the limited
partners as a group:

e toremove or replace the genera partner;
» to approve some amendments to our partnership agreement; or

» totake other action under our partnership agreement;

constituted “ participation in the control” of our business for the purposes of the Delaware Act, then the limited partners
could be held personally liable for our obligations under Delaware law, to the same extent as the general partner. This
liability would extend to persons who transact business with us and who reasonably believe that the limited partner isa
genera partner. Neither our partnership agreement nor the Delaware Act specifically provides for legal recourse against
our general partner if alimited partner were to lose limited liability through any fault of the general partner. While this
does not mean that alimited partner could not seek legal recourse, we have found no precedent for thistype of aclamin
Delaware case law.

Under the Delaware Act, a limited partnership may not make a distribution to a partner if after the distribution all liabilitie
of the limited partnership, other than liabilities to partners on account of their partnership interests and liabilities for which
the recourse of creditorsis limited to specific property of our partnership, exceed the fair value of the assets of the limited
partnership. For the purpose of determining the fair value of the assets of alimited partnership, the Delaware Act provides
that the fair value of property subject to liability for which recourse of creditorsis limited shall be included in the assets of
the limited partnership only to the extent that the fair value of that property exceeds the nonrecourse liability. The
Delaware Act provides that alimited partner who receives a distribution and knew at the time of the distribution that the
distribution was in violation of the Delaware Act shall be liable to the limited partnership for the amount of the distributiot
for three years. Under the Delaware Act, an assignee who becomes a substituted limited partner of alimited partnershipis
liable for the obligations of his assignor to make contributions to our partnership, except the assignee is not obligated for
liabilities unknown to him at the time he became a limited partner and which could not be ascertained from our partnershij
agreement.

Our subsidiaries currently conduct businessin 40 states: Alabama, Alaska, Arizona, California, Colorado, Delaware,
Florida, Georgia, Idaho, Illinois, Indiana, Kentucky, Louisiana, Maryland, Massachusetts, Michigan, Missouri, Minnesota
Mississippi, Montana, Nevada, New Hampshire, New Jersey, New Mexico, New Y ork, North Carolina, Ohio, Oklahoma,
Oregon, Pennsylvania, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virginia, Washington, West
Virginiaand Wyoming. To maintain the limited liability for Energy Transfer Partners, L.P., as the holder of a 100%
limited partner interest in Heritage Operating, L.P., we may be required to comply with legal requirementsin the
jurisdictions in which Heritage Operating, L.P. conducts business, including qualifying our subsidiaries to do business
there. Limitations on the liability of limited partners for the obligations of alimited partnership have not been clearly
established in many jurisdictions. If it were determined that we were, by virtue of our limited partner interest in Heritage
Operating, L.P. or otherwise, conducting business in any state without compliance with the applicable limited partnership
statute, or that our right or the exercise of our right to remove or replace Heritage Operating, L.P.’s genera partner, to
approve some amendments to Heritage Operating, L.P.’s partnership agreement, or to take other action under Heritage
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Operating, L.P.’s partnership agreement constituted “participation in the control” of Heritage Operating, L.P.’s business
for purposes of the statutes of any relevant jurisdiction, then we could be held personally liable for Heritage Operating, L.
P.’s obligations under the law of that jurisdiction to the same extent as our general partner under the circumstances. We

will operate in amanner as our general partner considers reasonable and necessary or appropriate to preserve our limited
liability.
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M eetings, Voting

Except as described below regarding a person or group owning 20% or more of any class of units then outstanding,
unitholders or assignees who are record holders of units on the record date will be entitled to notice of, and to vote at,
meetings of our limited partners and to act upon matters for which approvals may be solicited. Common units that are
owned by an assignee who is arecord holder, but who has not yet been admitted as alimited partner, shall be voted by our
general partner at the written direction of the record holder. Absent direction of this kind, the common units will not be
voted, except that, in the case of common units held by our general partner on behalf of non-citizen assignees, our general
partner shall distribute the votes on those common units in the same ratios as the votes of limited partners on other units
are cast.

Our genera partner does not anticipate that any meeting of unitholders will be called in the foreseeable future. Any action
that is required or permitted to be taken by the unitholders may be taken either at a meeting of the unitholders or without a
meeting if consents in writing describing the action so taken are signed by holders of the number of units as would be
necessary to authorize or take that action at a meeting. Meetings of the unitholders may be called by our general partner or
by unitholders owning at least 20% of the outstanding units of the class for which ameeting is proposed. Unitholders may
vote either in person or by proxy at meetings. The holders of a majority of the outstanding units of the class or classes for
which a meeting has been called represented in person or by proxy shall constitute a quorum unless any action by the
unitholders requires approval by holders of agreater percentage of the units, in which case the quorum shall be the greater
percentage.

Each record holder of a unit has a vote according to his percentage interest in us, although additional limited partner
interests having special voting rights could be issued. However, if a any time any person or group, other than our general
partner and its affiliates, owns, in the aggregate, beneficial ownership of 20% or more of the common units then
outstanding, the person or group will lose voting rights on all of its common units and its common units may not be voted
on any matter and will not be considered to be outstanding when sending notices of a meeting of unitholders, calculating
required votes, determining the presence of a quorum or for other similar purposes. Common units held in nominee or
street name account will be voted by the broker or other nominee in accordance with the instruction of the beneficial
owner unless the arrangement between the beneficial owner and his nominee provides otherwise.

Any notice, demand, request, report or proxy material required or permitted to be given or made to record holders of
common units under our partnership agreement will be delivered to the record holder by us or by the transfer agent.

Books and Reports

Our genera partner isrequired to keep appropriate books of our business at our principal offices. The bookswill be
maintained for both tax and financial reporting purposes on an accrual basis. Reporting for tax purposesis done on a
calendar year basis.

We will furnish or make available to record holders of common units, within 75 days after the close of each fiscal year, an
annual report containing audited financial statements and a report on those financial statements by our independent public
accountants. Except for our fourth quarter, we will also furnish or make available summary financial information within 4!
days after the close of each quarter.

We will furnish each record holder of a unit with information reasonably required for tax reporting purposes within 90
days after the close of each calendar year. Thisinformation is expected to be furnished in summary form so that some
complex calculations normally required of partners can be avoided. Our ability to furnish this summary information to
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unitholders will depend on the cooperation of unitholders in supplying us with specific information. Every unitholder will
receive information to assist him in determining his federal and state tax liability and filing his federal and state income ta
returns, regardless of whether he supplies us with information.
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Our partnership agreement provides that alimited partner can, for a purpose reasonably related to hisinterest as alimited
partner, upon reasonable demand and at his own expense, have furnished to him:

* acurrent list of the name and last known address of each partner;
e acopy of our tax returns;

e information asto the amount of cash, and a description and statement of the agreed value of any other property or
services, contributed or to be contributed by each partner and the date on which each became a partner;

» copiesof our partnership agreement, the certificate of limited partnership of the partnership, related amendments
and powers of attorney under which they have been executed,

* information regarding the status of our business and financial condition; and

* any other information regarding our affairs asis just and reasonable.

Our genera partner may, and intends to, keep confidential from the limited partners trade secrets or other information the
disclosure of which our general partner believesin good faith isnot in our best interests or that we are required by law or
by agreements with third parties to keep confidential.
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CASH DISTRIBUTION POLICY

Distributions of Available Cash
Referencesin this* Cash Distribution Policy” to “we,” “us’ and “our” mean Energy Transfer Partners, L.P.

General. We will distribute all of our “available cash” to our unitholders and our general partner within 45 days following
the end of each fiscal quarter.

Definition of Available Cash. Available cash is defined in our partnership agreement and generally means, with respect to
any calendar quarter, all cash on hand at the end of such quarter:

* lessthe amount of cash reserves that are necessary or appropriate in the reasonable discretion of the general
partner to:

*  providefor the proper conduct of our business,

« comply with applicable law or any debt instrument or other agreement (including reserves for future capita
expenditures and for our future credit needs); or

»  providefundsfor distributions to unitholders and our general partner in respect of any one or more of the
next four quarters,

e plusall 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 facilitiesand in all cases are used solely for working capital purposes or to pay distributions to
partners.

Operating Surplusand Capital Surplus
General. All cash distributed to unitholders will be characterized as either * operating surplus’ or “capital surplus.” We
distribute available cash from operating surplus differently than available cash from capital surplus.
Definition of Operating Surplus. Operating surplus for any period generally means:
» our cash balance on the closing date of our initial public offering; plus
*  $10.0 million (as described below); plus

« al of our cash receipts since the closing of our initia public offering, excluding cash from interim capital
transactions such as 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

« al of our operating expenditures after 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

« theamount of cash reservesthat the general partner deems necessary or advisable to provide funds for future
operating expenditures.
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Definition of Capital Surplus. Generally, capital surpluswill be generated only by:
* borrowings other than working capital borrowings;

» salesof debt and equity securities; and
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» salesor other disposition of assets for cash, other than inventory, accounts receivable and other current assets sol ¢
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. As reflected above, operating surplus includes $10.0 million in addition to our cash balance on
the closing date of our initial public offering, cash receipts from our operations and cash from working capital borrowings.
This amount does not reflect actual cash on hand that is available for distribution to our unitholders. Rather, itisa
provision that will enable us, if we choose, to distribute as operating surplus up to $10.0 million of cash we receive in the
future from non-operating sources, such as asset sales, issuances of securities, and long-term borrowings, that would
otherwise be distributed as capital surplus. We have not made, and we anticipate that we will not make, any distributions
from capital surplus.

Incentive Distribution Rights

Incentive distribution rights represent the contractual right to receive an increasing percentage of quarterly distributions of
available cash from operating surplus after the minimum quarterly distribution as been paid. Please read “—Distributions
of Available Cash from Operating Surplus’ below. The general partner owns all of the incentive distribution rights, except
that in conjunction with the August 2000 transaction with U.S. Propane, L.P., we issued 1,000,000 class C units to
Heritage Holdings, Inc., our general partner at that time, in conversion of that portion of Heritage Holdings, Inc.’s
incentive distribution rights that entitled it to receive any distribution made by us of funds attributable to the net amount
received by usin connection with the settlement, judgment, award or other final nonappeal able resolution of the SCANA
litigation. In January 2004, the class C units were distributed by Heritage Holdings, Inc. to the owners of its equity
interests. On July 14, 2006, all 1,000,000 outstanding class C units were retired and cancelled. Please read “ Description of
Units—Class C Units.”

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 al common, and class E and class F unitholders, in accordance with their percentage interests, and
2% to the general partner, until each common unit has received $0.25 per unit for such quarter (the “minimum
quarterly distribution”);

»  Second, 98% to al common, class E and class F unitholders, in accordance with their percentage interests, and
2% to the general partner, until each common unit has received $0.275 per unit for such quarter (the “first target
distribution”);

e Third, 85% to all common, class E and class F unitholders, in accordance with their percentage interests, 13% to
the holders of incentive distribution rights, pro rata, and 2% to the genera partner, until each common unit has
received $0.3175 per unit for such quarter (the “second target distribution”);

» Fourth, 75% to all common, class E and class F unitholders, in accordance with their percentage interests, 23% to
the holders of incentive distribution rights, pro rata, and 2% to the general partner, until each common unit has
received $0.4125 per unit for such quarter (the “third target distribution”); and
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» Fifth, thereafter, 50% to all common, and class E and class F unitholders, in accordance with their percentage
interests, 48% to the holders of incentive distribution rights, pro rata, and 2% to the genera partner.
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Notwithstanding the foregoing, the distributions on each class E unit may not exceed $1.41 per year. Please read
“Description of Units’ for adiscussion of the class C units and the percentage interests in distributions of the different
classes of units and “ Cash Distribution Policy” for a more detailed description of our cash distribution policy.

Distributions of Available Cash from Capital Surplus
We will make distributions of available cash from capital surplus, if any, in the following manner:

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

« Thereafter, we will make all distributions of available cash from capital surplus asif they were from operating
surplus.

Our partnership agreement treats a distribution of capital surplus as the repayment of the initial unit price from the initial
public offering, which is areturn of capital. Theinitial public offering price less any distributions of capital surplus per
unit isreferred to as the “unrecovered capital.” Each time a distribution of capital surplusis made, the minimum quarterly
distribution and the target distribution levels will be reduced in the same proportion as the corresponding reduction in the
unrecovered capital. Because distributions of capital surpluswill reduce the minimum quarterly distribution, after any of
these distributions are made, it may be easier for the general partner to receive incentive distributions. However, any
distribution of capital surplus before the unrecovered capital is reduced to zero cannot be applied to the payment of the
minimum quarterly distribution.

Once we distribute capital surplus on aunit in an amount equal to the initial unit price, we will reduce the minimum
quarterly distribution and the target distribution levels to zero. We will then make all future distributions from operating
surplus, with 50% being paid to the holders of units, 48% to the holders of the incentive distribution rights and 2% to the
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 unitsinto fewer units or subdivide our units into a greater number of units, we will
proportionately adjust:

* the minimum quarterly distribution;
» thetarget distribution levels; and

* unrecovered capital.

For example, if atwo-for-one split of the common units should occur, the minimum quarterly distribution, the target
distribution levels and the unrecovered capital would each be reduced to 50% of itsinitial level. We will not make any
adjustment by reason of the issuance of additional units for cash or property.

On January 14, 2005, our general partner announced a two-for-one split of our common units that was effected on

March 15, 2005. As aresult, the minimum quarterly distribution and the target distribution levels were reduced to 50% of
their initial levels. The adjusted minimum quarterly distribution and the adjusted target distribution levels are reflected in
the discussion above under the caption “ Distributions of Available Cash from Operating Surplus.”
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In addition, if legidlation 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 surr
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.
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The total amount of distributions declared for the year ended August 31, 2005 on common units, class E units, genera
partner interests and the incentive distribution rights totaled $190.4 million, $12.5 million, $4.9 million, and $38.5 million
respectively. All such distributions were made from available cash from operating surplus.

Distributions of Cash Upon Liquidation

General. If we dissolve in accordance with our partnership agreement, we will sell or otherwise dispose of our assetsin a
process called liquidation. We will first apply the proceeds of liquidation to the payment of our creditors. We will
distribute any remaining proceeds to the unitholders and the general partner, in accordance with their capital account
balances, as adjusted to reflect any gain or 1oss upon the sale or other disposition of our assetsin liquidation.

Any further net gain recognized upon liquidation will be alocated in a manner that takes into account the incentive
distribution rights of the general partner.

Manner of Adjustments for Gain. The manner of the adjustment for gain is set forth in our partnership agreement in the
following manner:

» Firdt, to the 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 the common unitholders, pro rata, and 2% to the general partner, until the capital account for eact
common unit is equal to the sum of:

» theunrecovered capital; and
*  theamount of the minimum quarterly distribution for the quarter during which our liquidation occurs;

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

» thesum of the excess of the first target distribution per unit over the minimum quarterly distribution per unit
for each quarter of our existence; less

» 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 the unitholders, pro rata, and 2% to the
genera partner, for each quarter of our existence;

» Fourth, 85% to al unitholders, pro rata, 13% to the holders of the incentive distribution rights, pro rata, and 2% tc
the general partner, until we allocate under this paragraph an amount per unit equal to:

e 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

* 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 the unitholders, pro rata, 13% to the holders of the
incentive distribution rights, pro rata, and 2% to the general partner for each quarter of our existence;

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

» thesum of the excess of the third target distribution per unit over the second target distribution per unit for
each quarter of our existence; less
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e 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 the unitholders, pro rata, 23% to the holders of
the incentive distribution rights, pro rata, and 2% to the general partner for each quarter of our existence; anc

o Sixth, thereafter, 50% to all unitholders, pro rata, 48% to the holders of the incentive distribution rights, pro rata,
and 2% to the general partner.

Manner of Adjustments for Losses. Upon our liquidation, we will generally allocate any loss to the general partner and the
unitholdersin the following manner:

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

» Second, thereafter, 100% to the general partner.

Adjustments to Capital Accounts upon the Issuance of Additional Units. We will make adjustments to capital accounts
upon the issuance of additional units. In doing so, we will alocate any unrealized and, for tax purposes, unrecognized gair
or loss resulting from the adjustments to the unitholders and the 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 the general partner’s capital
account balances equaling the amount which they would have been if no earlier positive adjustments to the capital
accounts had been made.
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DESCRIPTION OF THE DEBT SECURITIES

Energy Transfer Partners, L.P. may issue senior debt securities on a senior unsecured basis under an indenture among
Energy Transfer Partners, L.P., asissuer, the Subsidiary Guarantors, if any, and a trustee that we will name in the related
prospectus supplement. We refer to thisindenture as the Energy Transfer senior indenture. Energy Transfer Partners, L.P.
may also issue subordinated debt securities under an indenture to be entered into among Energy Transfer Partners, L.P.,
the Subsidiary Guarantors, if any, and the trustee. We refer to thisindenture as the Energy Transfer subordinated
indenture.

We refer to the Energy Transfer senior indenture and the Energy Transfer subordinated indenture collectively as the
indentures. The debt securities will be governed by the provisions of the related indenture and those made part of the
indenture by reference to the Trust Indenture Act.

We have summarized material provisions of the indentures, the debt securities and the guarantees below. This summary is
not complete. We have filed the form of senior indentures and the form of subordinated indentures with the SEC as
exhibits to the registration statement, and you should read the indentures for provisions that may be important to you.

Referencesin this“Description of the Debt Securities’” to “we,” “us’ and “our” mean Energy Transfer Partners, L.P.
Referencesin this prospectus to an “indenture” refer to the particular indenture under which we issue a series of debt
securities.

Provisions Applicableto Each Indenture
General. Any series of debt securities:
« will be genera obligations of the issuer;
» will be general obligations of the Guarantor if they are guaranteed by the Guarantor;
« will be general obligations of the Subsidiary Guarantors if they are guaranteed by the Subsidiary Guarantors; and
* may be subordinated to the Senior Indebtedness of Energy Transfer Partners, L.P. and the Subsidiary Guarantors.

The indentures do not limit the amount of debt securities that may be issued under any indenture, and do not limit the
amount of other unsecured debt or securities that we may issue. We may issue debt securities under the indentures from
time to time in one or more series, each in an amount authorized prior to issuance.

No indenture contains any covenants or other provisions designed to protect holders of the debt securities in the event we
participate in ahighly leveraged transaction or upon a change of control. The indentures also do not contain provisions the
give holders the right to require us to repurchase their securities in the event of a declinein our credit ratings for any
reason, including as aresult of atakeover, recapitalization or similar restructuring or otherwise.

Terms. We will prepare a prospectus supplement and either a supplemental indenture, or authorizing resolutions of the
board of directors of our general partner’s general partner, accompanied by an officers’ certificate, relating to any series of
debt securities that we offer, which will include specific terms relating to some or al of the following:

* whether the debt securities will be senior or subordinated debt securities;

+ theform and title of the debt securities of that series;
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whether the debt securities will beissued in individual certificates to each holder or in the form of temporary or
permanent global securities held by a depositary on behalf of holders;

the date or dates on which the principal of and any premium on the debt securities of that series will be payable;

any interest rate which the debt securities of that series will bear, the date from which interest will accrue, interest
payment dates and record dates for interest payments,

any right to extend or defer the interest payment periods and the duration of the extension;

whether and under what circumstances any additional amounts with respect to the debt securities will be payable;
whether debt securities are entitled to the benefits of any guarantee of any Subsidiary Guarantor;

the place or places where payments on the debt securities of that series will be payable;

any provisions for optiona redemption or early repayment;

any provisions that would require the redemption, purchase or repayment of debt securities;

the denominations in which the debt securities will be issued;

whether payments on the debt securities will be payable in foreign currency or currency units or another form and
whether payments will be payable by reference to any index or formula;

the portion of the principal amount of debt securities that will be payable if the maturity is accelerated, if other
than the entire principal amount;

any additional means of defeasance of the debt securities, any additional conditions or limitations to defeasance o
the debt securities or any changes to those conditions or limitations,

any changes or additions to the events of default or covenants described in this prospectus;
any restrictions or other provisions relating to the transfer or exchange of debt securities;

any terms for the conversion or exchange of the debt securities for our other securities or securities of any other
entity;

any changes to the subordination provisions for the subordinated debt securities; and

any other terms of the debt securities of that series.

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.

We may sell the debt securities at a discount, which may be substantial, below their stated principal amount. These debt
securities may bear no interest or interest at arate that at the time of issuance is below market rates. If we sell these debt
securities, we will describe in the prospectus supplement any material United States federal income tax consequences and
other special considerations.

If we sell any of the debt securities for any foreign currency or currency unit or if payments on the debt securities are
payable in any foreign currency or currency unit, we will describe in the prospectus supplement the restrictions, elections,
tax consequences, specific terms and other information relating to those debt securities and the foreign currency or
currency unit.
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The Subsidiary Guarantees. The Subsidiary Guarantors may fully, irrevocably and unconditionally guarantee on an
unsecured basis all series of debt securities of Energy Transfer Partners, L.P. and will execute a notation of guarantee as
further evidence of their guarantee. The term “ Subsidiary Guarantors’ means Heritage Service Corp., Titan Energy GP, L.
L.C., Titan Energy Partners, L.P., Titan Propane LLC, Titan Propane Services, Inc., Heritage Operating, L.P., La Grange
Acquisition, L.P., Five Dawaco, LLC, ET Company I, Ltd.,

43

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (139 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

Chalkley Transmission Company, Ltd., Whiskey Bay Gathering Company, Ltd., Whiskey Bay Gas Company, Ltd., TETC
LLC, Texas Energy Transfer Company, Ltd., LG PL, LLC, ETC Texas Pipeline, Ltd., ETC Texas Processing, Ltd., ETC
Katy Pipelinge, Ltd., ETC Gas Company, Ltd., LGM, LLC, ETC Marketing, Ltd., ETC Oasis GP, LLC, Oasis Pipeline, LP
ETC Oasis, L.P., Oasis Pipe Line Company, Oasis Pipe Line Finance Company, Oasis Partner Company, Oasis Pipe Line
Management Company, Oasis Pipe Line Company Texas L.P., Energy Transfer Fuel GP, LLC, Energy Transfer Fuel, LP,
ET Fuel Pipeling, L.P., HPL Holdings GP, L.L.C, HP Houston Holdings, L.P., HPL Consolidation LP, HPL Storage GP
LLC, HPL Asset Holdings LP, HPL Leaseco LP, HPL GP, LLC, Houston Pipe Line Company LP, HPL Resources
Company LP, HPL Gas Marketing LP and HPL Houston Pipe Line Company, LLC. The applicable prospectus supplemen
will describe the terms of any guarantee by the Subsidiary Guarantors.

If aseries of senior debt securities of Energy Transfer Partners, L.P. is so guaranteed, the Subsidiary Guarantors guarante
of the senior debt securities will be the Subsidiary Guarantors’ unsecured and unsubordinated general obligation, and will
rank on a parity with all of the Subsidiary Guarantors' other unsecured and unsubordinated indebtedness. If a series of
subordinated debt securities of Energy Transfer Partners, L.P. is so guaranteed, the Subsidiary Guarantors' guarantee of
the subordinated debt securities will be the Subsidiary Guarantors' unsecured general obligation and will be subordinated
to all of the Subsidiary Guarantors' other unsecured and unsubordinated indebtedness.

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:

» 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 we exercise our legal or
covenant defeasance option with respect to debt securities of a particular series as described below in “—Defeasance,”
then any Subsidiary Guarantor will be released with respect to that series. Further, if no default has occurred and is
continuing under the indentures, and to the extent not otherwise prohibited by the indentures, a Subsidiary Guarantor will
be unconditionally released and discharged from the 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 or other equity interestsin the Subsidiary
Guarantor,

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 awritten notice by usto the trustee, upon the release of all guarantees by the Subsidiary
Guarantor of any debt of ours for borrowed money for a purchase money obligation or for a guarantee of either,
except for any series of debt securities.

Consolidation, Merger and Sale of Assets. The indentures generally permit a consolidation or merger involving Energy
Transfer Partners, L.P. or the Subsidiary Guarantors. They also permit Energy Transfer Partners, L.P. or the Subsidiary
Guarantors, as applicable, to lease, transfer or dispose of all or substantially all of its assets. Each of Energy Transfer
Partners, L.P. and the Subsidiary Guarantors has agreed, however, that it will not consolidate with or merge into any entity
(other than Energy Transfer Partners, L.P. or a Subsidiary Guarantor, as applicable) or lease, transfer or dispose of al or
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applicable) unless:

» itisthe continuing entity; or
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« if itisnot the continuing entity, the resulting entity or transferee is organized and existing under the laws of any
United States jurisdiction and assumes the performance of its covenants and obligations under the indentures; and

* ineither case, immediately after giving effect to the transaction, no default or event of default would occur and be
continuing or would result from the transaction.

Upon any such consolidation, merger or asset lease, transfer or disposition involving Energy Transfer Partners, L.P. or the
Subsidiary Guarantors, the resulting entity or transferee will be substituted for Energy Transfer Partners, L.P. or the
Subsidiary Guarantors, as applicable, under the applicable indenture and debt securities. In the case of an asset transfer or
disposition other than alease, Energy Transfer Partners, L.P. or the Subsidiary Guarantors, as applicable, will be released
from the applicable indenture.

Events of Default. Unless we inform you otherwise in the applicable prospectus supplement, the following are events of
default with respect to a series of debt securities:

» failureto pay interest on that series of debt securities for 30 days when due;

« 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;

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

» failureby usor, if the series of debt securitiesis guaranteed by the Guarantor or any Subsidiary Guarantors, by
such Guarantor or Subsidiary Guarantor, to comply for 60 days after notice with the other agreements contained
in the indentures, any supplement to the indentures or any board resolution authorizing the issuance of that series,

» failure to comply with any covenant or agreement in that series of debt securities or the applicable indenture for
60 days after written notice by the trustee or by the holders of at |east 25% in principal amount of the outstanding
debt securities issued under that indenture that are affected by that failure;

e certain events of bankruptcy, insolvency or reorganization of usor, if the series of debt securitiesis guaranteed by
the Guarantor or any Subsidiary Guarantor, of the Guarantor and/or any such Subsidiary Guarantor;

» if the series of debt securities is guaranteed by the Guarantor and/or any Subsidiary Guarantor:
» any of the guarantees ceases to be in full force and effect, except as otherwise provided in the indentures,
* any of the guaranteesis declared null and void in ajudicial proceeding; or

» the Guarantor or any Subsidiary Guarantor denies or disaffirms its obligations under the indentures or its
guarantee; and

» any other event of default provided for in that series of debt securities.

A default under one series of debt securities will not necessarily be a default under another series. The trustee may
withhold notice to the holders of the debt securities of any default or event of default (except in any payment on the debt
securities) if the trustee considersit in the interest of the holders of the debt securities to do so.

If an event of default for any series of debt securities occurs and is continuing, the trustee or the holders of at least 25% in
principal amount of the outstanding debt securities of the series affected by the default (or, in some cases, 25% in principa
amount of all debt securities issued under the applicable indenture that are affected, voting as one class) may declare the
principal of and all accrued and unpaid interest on those debt securities to be due and payable. If an event of default
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occurs, the principal of and interest on al the debt securities issued under the applicable indenture will become
immediately due and payable without any action on the part of the trustee or any holder. The holders of amajority in
principal amount of the outstanding debt securities of the series affected by the default (or, in some cases, of al debt
securities issued under the applicable indenture that are affected, voting as one class) may in some cases rescind this
accelerated payment requirement.

A holder of adebt security of any seriesissued under each indenture may pursue any remedy under that indenture only if:
» the holder gives the trustee written notice of a continuing event of default for that series,

« theholders of at least 25% in principal amount of the outstanding debt securities of that series make awritten
request to the trustee to pursue the remedy;

» the holders offer to the trustee indemnity satisfactory to the trustee;
» thetrusteefailsto act for a period of 60 days after receipt of the request and offer of indemnity; and

* during that 60-day period, the holders of amajority in principal amount of the debt securities of that series do not
give the trustee a direction inconsistent with the request.

This provision does not, however, affect the right of a holder of a debt security to sue for enforcement of any overdue
payment.

In most cases, holders of amajority in principal amount of the outstanding debt securities of a series (or of all debt
securities issued under the applicable indenture that are affected, voting as one class) may direct the time, method and
place of:

« conducting any proceeding for any remedy available to the trustee; and

* exercising any trust or power conferred upon the trustee relating to or arising as aresult of an event of default.

Under each of the indentures we are required to file each year with the trustee a written statement as to their compliance
with the covenants contained in the applicable indenture.

Modification and Waiver. Each indenture may be amended or supplemented if the holders of a majority in principal
amount of the outstanding debt securities of all seriesissued under that indenture that are affected by the amendment or
supplement (acting as one class) consent to it. Without the consent of the holder of each debt security affected, however,
no modification may:

» reduce the amount of debt securities whose holders must consent to an amendment, a supplement or awaiver;
* reducetherate of or change the time for payment of interest on the debt security;
» reducethe principal of the debt security or change its stated maturity;

* reduce any premium payable on the redemption of the debt security or change the time at which the debt security
may or must be redeemed,;

« change any obligation to pay additional amounts on the debt security;
» make payments on the debt security payable in currency other than as originally stated in the debt security;
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make any change in the percentage of principal amount of debt securities necessary to waive compliance with
certain provisions of the indenture or to make any change in the provision related to modification;

modify the provisions relating to the subordination of any subordinated debt security in a manner adverse to the
holder of that security;

waive a continuing default or event of default regarding any payment on the debt securities; or

release the Guarantor, or any Subsidiary Guarantor, or modify the guarantee of the Guarantor or any Subsidiary
Guarantor in any manner adverse to the holders.

Each indenture may be amended or supplemented or any provision of that indenture may be waived without the consent of
any holders of debt securitiesissued under that indenture;

to cure any ambiguity, omission, defect or inconsistency;

to provide for the assumption of our obligations under the indentures by a successor upon any merger,
consolidation or asset transfer permitted under the indenture;

to provide for uncertificated debt securities in addition to or in place of certificated debt securities or to provide
for bearer debt securities;

to provide any security for, any guarantees of or any additional obligors on any series of debt securities or, with
respect to the senior indentures, the related guarantees,

to comply with any requirement to effect or maintain the qualification of that indenture under the Trust Indenture
Act of 1939;

to add covenants that would benefit the holders of any debt securities or to surrender any rights we have under the
indentures;

to add events of default with respect to any debt securities; and

to make any change that does not adversely affect any outstanding debt securities of any series issued under that
indenture in any material respect.

The holders of amajority in principal amount of the outstanding debt securities of any series (or, in some cases, of all debt
securities issued under the applicable indenture that are affected, voting as one class) may waive any existing or past
default or event of default with respect to those debt securities. Those holders may not, however, waive any default or
event of default in any payment on any debt security or compliance with a provision that cannot be amended or
supplemented without the consent of each holder affected.

Defeasance. When we use the term defeasance, we mean discharge from some or all of our obligations under the
indentures. If any combination of funds or government securities are deposited with the trustee under an indenture
sufficient to make payments on the debt securities of a seriesissued under that indenture on the dates those payments are
due and payable, then, at our option, either of the following will occur:

we will be discharged from our or their obligations with respect to the debt securities of that series and, if
applicable, the related guarantees (“legal defeasance”); or
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* wewill no longer have any obligation to comply with the restrictive covenants, the merger covenant and other
specified covenants under the applicable indenture, and the related events of default will no longer apply
(“ covenant defeasance”).

If aseries of debt securities is defeased, the holders of the debt securities of the series affected will not be entitled to the
benefits of the applicable indenture, except for obligations to register the transfer or exchange of debt securities, replace
stolen, lost or mutilated debt securities or maintain paying agencies and hold moneys for payment in trust. In the case of
covenant defeasance, our obligation to pay principal, premium and interest on the debt securities and, if applicable,
guarantees of the payments will also survive.
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Unless we inform you otherwise in the prospectus supplement, we will be required to deliver to the trustee an opinion of
counsel that the deposit and related defeasance would not cause the holders of the debt securities to recognize income, gait
or lossfor U.S. federal income tax purposes. If we elect legal defeasance, that opinion of counsel must be based upon a
ruling from the U.S. Internal Revenue Service or a change in law to that effect.

No Personal Liability of General Partner. Our general partner, and its directors, officers, employees, incorporators and
partners, in such capacity, will not be liable for the obligations of Energy Transfer Partners, L.P. or any Subsidiary
Guarantor under the debt securities, the indentures or the guarantees or for any claim based on, in respect of, or by reason
of, such obligations or their creation. By accepting a debt security, each holder of that debt security will have agreed to thi
provision and waived and released any such liability on the part of our general partner and its directors, officers,
employees, incorporators and partners. Thiswaiver and release are part of the consideration for our issuance of the debt
securities. It isthe view of the SEC that awaiver of liabilities under the federal securities lawsis against public policy and
unenforceable.

Governing Law. New Y ork law will govern the indentures and the debt securities.

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.

Form, Exchange, Registration and Transfer. The debt securitieswill be issued in registered form, without interest
coupons. There will be no service charge for any registration of transfer or exchange of the debt securities. However,
payment of any transfer tax or similar governmental charge payable for that registration may be required.

Debt securities of any series will be exchangeable for other debt securities of the same series, the same total principal
amount and the same terms but in different authorized denominations in accordance with the applicable indenture. Holders
may present debt securities for registration of transfer at the office of the security registrar or any transfer agent we
designate. The security registrar or transfer agent will effect the transfer or exchange if its requirements and the
requirements of the applicable indenture are met.

The trustee will be appointed as security registrar for the debt securities. If a prospectus supplement refers to any transfer
agents we initially designate, we may at any time rescind that designation or approve a change in the location through
which any transfer agent acts. We are required to maintain an office or agency for transfers and exchanges in each place of
payment. We may at any time designate additional transfer agents for any series of debt securities.

In the case of any redemption, we will not be required to register the transfer or exchange of:

e any debt security during a period beginning 15 business days prior to the mailing of the relevant notice of
redemption and ending on the close of business on the day of mailing of such notice; or

e any debt security that has been called for redemption in whole or in part, except the unredeemed portion of any
debt security being redeemed in part.

Payment and Paying Agents. Unless we inform you otherwise in a prospectus supplement, payments on the debt securities
will be madein U.S. dollars at the office of the trustee and any paying agent. At our option, however, payments may be
made by wire transfer for global debt securities or by check mailed to the address of the person entitled to the payment as
it appears in the security register. Unless we inform you otherwise in a prospectus supplement, interest payments may be
made to the person in whose name the debt security is registered at the close of business on the record date for the interest

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (148 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement
pay ment.

48

http://www.sec.gov/Archives/edgar/data/1012569/000119312506210836/d424b2.htm (149 of 187)10/27/2006 4:19:04 AM



Definitive Prospectus Supplement

Table of Contents

Unless we inform you otherwise in a prospectus supplement, the trustee under the applicable indenture will be designated
as the paying agent for payments on debt securities issued under that indenture. We may at any time designate additional
paying agents or rescind the designation of any paying agent or approve a change in the office through which any paying
agent acts.

If the principal of or any premium or interest on debt securities of a seriesis payable on aday that is not a business day,
the payment will be made on the following business day. For these purposes, unless we inform you otherwisein a
prospectus supplement, a“business day” is any day that is not a Saturday, a Sunday or a day on which banking institution:
in New York, New Y ork or a place of payment on the debt securities of that seriesis authorized or obligated by law,
regulation or executive order to remain closed.

Subject to the requirements of any applicable abandoned property laws, the trustee and paying agent will pay to us upon
written request any money held by them for payments on the debt securities that remains unclaimed for two years after the
date upon which that payment has become due. After payment to us, holders entitled to the money must look to us for
payment. In that case, al liability of the trustee or paying agent with respect to that money will cease.

Book-Entry Debt Securities. The debt securities of a series may be issued in the form of one or more global debt securities
that would be deposited with a depositary or its nominee identified in the prospectus supplement. Global debt securities
may be issued in either temporary or permanent form. We will describe in the prospectus supplement the terms of any
depositary arrangement and the rights and limitations of owners of beneficial interestsin any global debt security.

Provisions Applicable Solely to the Energy Transfer Subordinated I ndenture

Subordination. Debt securities of a series may be subordinated to our “ Senior Indebtedness,” which we define generally tc
include any obligation created or assumed by us (or, if the seriesis guaranteed, the Guarantor and any Subsidiary
Guarantors) for the repayment of borrowed money, any purchase money obligation created or assumed by us, 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 seriesis guaranteed, the guarantee of the Guarantor or any Subsidiary Guarantor), or to other obligations which
are pari passu with or subordinated to the debt securities (or, if the seriesis guaranteed, the guarantee of the Guarantor or
any Subsidiary Guarantor). Subordinated debt securities will be subordinated in right of payment, to the extent and in the
manner set forth in the subordinated indentures and the prospectus supplement relating to such series, to the prior payment
of al of our indebtedness and that of the Guarantor or any Subsidiary Guarantor that is designated as “ Senior
Indebtedness’ with respect to the series.

The holders of Senior Indebtedness of ours or, if applicable, the Guarantor or a Subsidiary Guarantor, will receive paymen
in full of the Senior Indebtedness before holders of subordinated debt securities will receive any payment of principal,
premium 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:

» upon aliquidation or dissolution of us or, if applicable to any series of outstanding debt securities, the Subsidiary
Guarantors; or

e inabankruptcy, receivership or similar proceeding relating to us or, if applicable to any series of outstanding deb
securities, to the Subsidiary Guarantors.

Until the Senior Indebtednessis paid in full, any distribution to which holders of subordinated debt securities would
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securities may receive units representing limited partner interests and any debt securities that are subordinated to Senior
Indebtedness to at |east the same extent as the subordinated debt securities.
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If we do not pay any principal, premium or interest with respect to Senior Indebtedness within any applicable grace perioo
(including at maturity), or any other default on Senior Indebtedness occurs and the maturity of the Senior Indebtednessis
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

* 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,
« 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

* we and the trustee receive written notice approving the payment from the representatives of each issue of
“Designated Senior Indebtedness.”

Generally, “Designated Senior Indebtedness’ will include:
» any specified issue of Senior Indebtedness of at least $100 million; and
» 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:
* by written notice from the person or persons who gave the Blockage Notice;

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

» 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 17¢
days during any period of 360 consecutive days.
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After al Senior Indebtednessis 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 aresult of the subordination provisions described above, in the event of insolvency, the holders of Senior Indebtedness
aswell as certain of our general creditors, may recover more, ratably, than the holders of the subordinated debt securities.
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MATERIAL INCOME TAX CONSIDERATIONS

This section isa 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 based upon
the advice Winston & Strawn LLP, counsel to our genera partner and us, insofar as it relates to matters of United States
federal income tax law and legal conclusions with respect to those matters. This section is based upon current provisions o
the Internal Revenue Code of 1986, as amended (the “ Code”), existing and proposed regulations and current administrativ
rulings and court decisions, all of which are subject to change, possibly with retroactive effect. Later changesin these
authorities may cause the tax consequences to vary substantially from the consequences described below. Unless the
context otherwise requires, referencesin this section to “us’ or “we" are references to Energy Transfer Partners, L.P.

No attempt has been made in this section to comment on all federal income tax matters affecting the unitholders or us.
Moreover, the discussion focuses on unitholders who are individual citizens or residents of the United States and has at
best only very limited application to corporations, estates, trusts, nonresident aliens or other unitholders subject to
specialized tax treatment, such as tax-exempt institutions, foreign persons, individual retirement accounts (IRAS), real
estate investment trusts (REITS), partnerships or mutual funds. Accordingly, we strongly recommend that you consult, anc
depend on, your own tax advisor in analyzing the federal, state, local and foreign tax consequences particular to you of an
investment in, or the disposition of, our securities.

No ruling has been or will be requested from the IRS regarding any matter affecting us or prospective unitholders or us.
Further, advice of counsel does not bind the IRS or the courts. Accordingly, the 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 the common units and the prices at which common units trade. In addition, the costs of any contest with the IR
will be borne directly or indirectly by the unitholders and the 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, the following specific federal income tax issues bear special note (and Winston & Strawr
LLP cannot opine to us regarding these issues):

(a) 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’);

(b) 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’); anc

(c) whether our method for depreciating Section 743 adjustments is sustainable (please read “—Tax Conseguences 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 allocable 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 of cash by a partnership to a partner generally are not taxable unless the amount of cash distributed isin
excess of the unitholder’s adjusted basis in his partnership interest.

Section 7704 of the Code provides that publicly-traded partnerships will, as ageneral rule, be taxed as corporations.
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However, an exception, referred to as the “Qualifying Income Exception,” exists with respect to publicly-traded
partnerships of which 90% or more of the grossincome for every taxable year consists of “qualifying income.” Qualifying
income includes income and gains derived from the processing, transportation and marketing of crude oil, natural gas and
products thereof, including the retail and wholesale marketing of
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propane, certain hedging activities and the transportation of propane and natural gasliquids. Other types of qualifying
income include interest other than from afinancial business, dividends, gains from the sale of real property and gains frorn
the sale or other disposition of assets held for the production of income that otherwise constitutes qualifying income. We
estimate that |ess than six percent 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 of our qualifying income, the factual representations made by us and the general
partner, including that neither we nor our operating partnerships have elected or will elect to be treated as a corporation,
and that we and our operating partnerships have been and will be operated in accordance with applicable partnership
statutes, the applicable partnership agreement and in the manner described in this prospectus and areview of the applicabl:
legal authorities, Winston & Strawn LLP has opined to us that, based upon the Code, its regulations, published revenue
rulings and court decisions and the representations described below, we will continue to be classified as a partnership for
federal income tax purposes.

If we fail to meet the Qualifying Income Exception, other than afailure that is determined by the IRS to be inadvertent anc
that is cured within areasonable time after discovery, we will be treated as if we had transferred all of our assets, subject t
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 unitholdersin liquidation of their
interestsin us. This contribution and liquidation should be tax-free to unitholders and us so long as we, at that time, do not
have liabilitiesin excess of the tax basis of our assets. Thereafter, we would be treated as a corporation for federal income
tax purposes.

If we were treated as an association taxable as a corporation in any taxable year, either as aresult of afailure to meet the
Qualifying Income Exception or otherwise, our items of income, gain, loss and deduction would be reflected only on our
separate tax returns rather than being passed through to the 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 returt
of capital, to the extent of the unitholder’s tax basisin his common units, or taxable capital gain, after the unitholder’ s tax
basisin his common unitsis reduced to zero. Accordingly, taxation as a corporation would result in a material reduction ir
aunitholder’ s cash flow and thus would likely result in a substantial reduction of the value of the units.

The remainder of this section assumes that Energy Transfer Partners, L.P. and our operating partnerships will be classified
as partnerships for federal income tax purposes.

Limited Partner Status

Unitholders who have become limited partners of Energy Transfer Partners, L.P. will be treated as partners of Energy
Transfer Partners, L.P. 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 al substantive rights attendant to the ownership of their common units

will be treated as partners of Energy Transfer Partners, L.P. for federal income tax purposes. Asthereis 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, counsel’ s opinion does not
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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 atransfer application for those common units.
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A beneficial owner of common units whose units have been loaned, for example 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—Stock Loans.”

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 be fully taxable as ordinary income. These holders should consult their own tax advisors with
respect to their status as partnersin Energy Transfer Partners, L.P. for federal income tax purposes.

Tax Consequences of Unit Owner ship

Flow-Through of Taxable Income. We will not pay any federal income tax. Instead, each unitholder will be required to
report on hisincome tax return his allocable 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 ha
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.

Treatment of Distributions. Our distributions to a unitholder generally will not be taxable to the unitholder for federal
income tax purposes to the extent of his tax basisin his common unitsimmediately before the distribution. Our cash
distributions in excess of a unitholder’s tax basis generally will be considered to be 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 oul
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 that are equal to the amount of that shortfall. Please read “—Limitations on
Deductibility of Losses.”

A decrease in aunitholder’ s percentage interest in us because of our issuance of additional common units should 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 histax basisin his common
units, if that distribution reduces the unitholder’ s share of our *unrealized receivables,” including depreciation recapture,
and/or substantially appreciated “inventory items,” both as defined in the Code, and collectively, “ Section 751 Assets.”

To that extent, the unitholder 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 distribution made (or treated as
made) to such unitholder. This latter deemed exchange generally will result in the unitholder’ s realization of ordinary
income. That income 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’ sinitial 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 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 limited
partner will have no share of our debt that is recourse to the 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
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Limitations on Deductibility of Losses. The deduction by a unitholder of his share of our losses will be limited to the tax
basisin the common holder’s units and, to the amount for which the unitholder is considered to
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be “at risk” with respect to our activities, if that isless than histax basis. A unitholder must recapture losses deducted in
previous years to the extent that distributions cause the unitholder’ s at risk amount to be less than zero at the end of any
taxable year. Losses disallowed to a unitholder or recaptured as aresult of these limitations will carry forward and will be
allowable to the extent that the unitholder’ stax basis or at risk amount, whichever is the limiting factor, is subsequently
increased. Upon the taxable disposition of acommon unit, any gain recognized by a unitholder should be able to be offset
by losses that were previously suspended by the at risk limitation but may not be offset by |osses suspended by the basis
limitation. The unitholder may not use any excess loss above that gain previously suspended by the at risk or basis
l[imitationsis no longer utilizable.

In general, aunitholder will be at risk to the extent of the tax basis of his common units, excluding any portion of that bas
attributabl e to the unitholder’ s share of our nonrecourse liabilities, reduced by any amount of money he borrows to acquire
or hold his common 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 common units increases or decreases, other than tax basis increases or decreases attributable to increases or
decreases in the unitholder’ s share of our nonrecourse liabilities.

The passive |oss limitations generally provide that individuals may deduct losses from passive activities, which are
generally activities in which the taxpayer does not materially participate, only to the extent of the taxpayer’sincome from
those passive activities. The passive loss limitations are applied separately with respect to each publicly-traded partnershif
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 investmentsin
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 afully taxable transaction with an unrelated party. The passive activity loss rules are applied after other applicable
l[imitations on deductions, including the at risk rules and the basis limitation.

A unitholder’s share of our net income may be offset by any 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
generaly limited to the amount of that taxpayer’ s “net investment income.” The IRS has indicated that net passive income
from a publicly-traded partnership constitutes investment income 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.
Investment interest expense includes:

(@) interest on indebtedness properly allocable to property held for investment;

(b) our interest expense attributed to portfolio income; and

(c) 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 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
attributabl e to the disposition of property held for investment.
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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 or 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 adistribution 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
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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 unitsand 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 asis 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 aclaim 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 the general partner and the unitholders in accordance with their percentage interestsin
us. At any time that incentive distributions are made to the general partner, gross income will be allocated to the general
partner to the extent of these distributions. If we have anet loss for the entire year, that loss will be alocated first to the
genera partner and the unitholders in accordance with their percentage interests in us to the extent of their positive capital
accounts and, second, to the genera 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 “Benchmark Asset
Value.” The effect of these allocations to a unitholder purchasing common unitsin our offering will be essentially the
same as if the tax basis of our assets were equal to the Benchmark Asset Value at the time of the offering. In addition,
items of recapture income will be allocated to the extent possible to the unitholder 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 tc
eliminate the negative balance as quickly as possible.

An alocation of items of our income, gain, loss or deduction, generally will be given effect for federal income tax
purposes in determining a unitholder’s share of an item of income, gain, loss or deduction only if the allocation has
substantial economic effect. In any other case, a unitholder’ 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 the unitholder’s
relative contributions to us, the interests of all the partnersin profits and losses, the interest of all the partnersin cash flow
and other nonliquidating distributions and rights of all the partners to distributions of capital upon liquidation.

In addition, the Code requires certain allocations to eliminate the difference between a unitholder’ s “book” capital account
credited with his applicable share of the Benchmark Asset Vaue, and the unitholder’s “tax” capital account, credited with
his applicable share of the tax basis of our assets, referred to in this discussion as the “Book-Tax Disparity”.

Winston & Strawn LLP has opined to us 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 should be given effect for federal income tax purposesin
determining a unitholder’ s share of an item of income, gain, loss or deduction.

“Sock Loans’. A unitholder who loans his units to another taxpayer (for example for that taxpayer to cover a short sale of
units) may be considered as having disposed of those units. If so, he would no longer be a partner for those units during th
period of the loan and may recognize gain or loss from the disposition. As aresult, during this period:

(@) any of our income, gain, loss or deduction with respect to those units would not be reportable by the unitholder;
(b) any cash distributions received by the unitholder as to those units would be fully taxable; and
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(c) all of these distributions would appear to be ordinary income.
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Winston & Strawn LLP is unable to opine to us regarding the treatment of a unitholder where common units are loaned to
ashort seller to cover a short sale of common units. Depending on their particular situation, unitholders may need to take
steps to should modify any applicable brokerage account agreements to prohibit their brokers from borrowing their units.
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 aternative minimum taxable income in excess of the exemption
amount and 28% on any additional alternative minimum taxable income. Prospective unitholders should 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 is 15% if the taxpayer’s holding
period for the asset disposed of was more than 12 months at the time of disposition. Thisrate is scheduled to increase 20%
for long-term capital gains for taxable years beginning after December 31, 2010.

Section 754 Election. We have made the election permitted by Section 754 of the Code. That election isirrevocable
without the consent of the IRS. The election will generally permit us to adjust a common unit purchaser’s tax basisin our
assets (“inside basis’) under Section 743(b) of the 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 unitholder’ sinside basisin our assets will be considered to have two
components: (1) his share of our existing tax basisin our assets (*common basis’) and (2) the unitholder’ s Section 743(b)
adjustment to that basis.

We have adopted the “remedia” allocation method with respect to Book-Tax Disparitiesin our assets. Treasury
Regulations under Section 743 of the Code require that the portion of any Section 743(b) adjustment attributable to that
Book-Tax Disparity in our assets which consist of recovery property is to be depreciated using the same method and
remaining cost recovery period as that being used for that Book-Tax Disparity. However, with respect to property subject
to depreciation under Section 167 of the Code, rather than under Section 168, Treasury Regulation Section 1.167(c)-1(a)
(6) requiresthat any such Section 743(b) adjustment be depreciated using either the straight-line method or the 150%
declining balance method, rather than the same method and remaining cost recovery period as that being used for the
relevant Book-Tax Disparity. 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 Winston & Strawn LLP is unable to opine to us as to the validity of this approach because there is no controlling
authority on thisissue, we intend to depreciate the portion of a Section 743(b) adjustment attributable to unrealized
appreciation in the Benchmark Asset Value, to the extent of any unamortized Book-Tax Disparity, using arate 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 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 amaterial 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
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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.”
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A Section 754 election is advantageous if the transferee’ stax basisin his unitsis higher than the units' share of the
aggregate tax basis of our assets immediately prior to the transfer. In that case, as aresult of the election, the transferee
would have, among other items, a greater amount of depreciation and depletion deductions and his share of any gainon a
sale of our assets would be less.

Conversely, if the transferee’ s tax basisin his unitsislower than those units' share of the aggregate tax basis of our assets
immediately prior to the transfer, even if we did not make a Section 754 election, we generally would be required to adjus
their tax basisin our assets in the case of a sale or exchange of an Interest, or atransfer upon death, when there exists
“substantial built-in loss’ (i.e., in excess of $250,000) in respect of our property immediately after the transfer. For this
reason, the Section 754 election likely should not have a materially unfavorable effect on the fair market value of the units

The calculationsinvolved in the Section 754 election are complex and will be made on the basis of assumptions asto 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 Code. The IRS could seek to reallocate some or al of any Section 743(b) adjustment we
allocated to our tangible assets to goodwill instead. Goodwill, as an intangible asset, is generally amortizable over alonger
period of time or under aless 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 view, the expens
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 allocatec
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.

Tax Basis, Depreciation and Amortization. The tax basis of our assets will be used for purposes of computing depreciatior
and cost recovery deductions and, ultimately, gain or loss on the disposition of these assets. The federal income tax burder
associated with the difference between the Benchmark Asset Value of our assets and their tax basisimmediately prior to
an offering will be borne by the general partner, its affiliates and our other unitholders as of that time. Please read “—Tax
Conseguences 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 are not entitled to any 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 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 al of those
deductions as ordinary income upon a sale of hisinterest 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 L0ss.”

The costsincurred in selling our units (called “ syndication expenses’) must be capitalized and cannot be deducted
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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.
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Valuation and Tax Basis of Our Properties. The federal income tax consequences of the ownership and disposition of unit
will depend in part on our estimates of the relative fair market values, and the initial 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 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 item
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 al or a portion of a unitholder’s units equal to th
difference between the amount realized from such sale and the unitholder’ s adjusted 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 receive:
for the units sold plus the relevant portion of his share of our nonrecourse liabilities. Because the amount realized includes
arelevant portion of the unitholder’s share of our nonrecourse liabilities, the gain recognized on the sale of units could
result in atax liability in excess of any cash received from the sale.

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 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. Treasury Regulations 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 unitstransferred. 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 should consult
his tax advisor as to the possible consequences of this ruling and application of the Treasury Regulations.

Prior distributions from us in excess of cumulative net taxable income for acommon unit that decreased a unitholder’ s tax
basisin that common unit will, in effect, become taxable income if the common unit is sold at a price greater than the
unitholder’ stax basisin that common unit, even if the price received isless 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. Currently, capital gain recognized by an
individual on the sale of units held more than 12 months generally will be taxed at a maximum rate of 15%. (Thisrateis
scheduled to increase 20% for long-term capital gains for taxable years beginning after December 31, 2010.)

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 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 0ss may offset capital gains and no more than $3,000 of ordinary income.
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Specific provisions of the Code affect the taxation of some financial products and securities, including partnership
interests, by treating ataxpayer as having sold an “appreciated” partnership interest, one in which
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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:

(a) ashort sdle;
(b) an offsetting notional principal contract; or

(c) afutures or forward contract with respect to the partnership interest or substantially identical property.

Moreover, if ataxpayer 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 arelated person then acquires the partnership interest or substantially identical property. The Secretary of
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 montl
(the “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 alocated among the unitholders on the Allocation Date in the month in which that gair
or lossis recognized. As aresult, aunitholder transferring units may be allocated income, gain, loss and deduction realizec
after the date of transfer.

The use of this method may not be permitted under existing Treasury Regulations. Accordingly, Winston & Strawn LLP i
unable to opine on the validity of this method of allocating income and deductions between unitholders. If thismethod is
not allowed under the Treasury Regulations, or only applies to transfers of lessthan all of the unitholder’ sinterest, our
taxable income or losses might be reallocated among the unitholders. We are authorized to revise our method of allocation
between unitholders 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, other than through a broker, generally isrequired to
notify usin 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 from another unitholder is required to notify usin writing of that purchase within 30 days after the
purchase. We are required to notify the IRS of that transaction and to furnish specified information to the transferor and
transferee. However, these reporting requirements do not apply to asale by an individual who is a citizen of the United
States and who effects the sale or exchange through a broker. Additionally, atransferor and a transferee of a unit will be
required to furnish statements to the IRS, filed with their income tax returns for the taxable year in which the sale or
exchange occurred, that describe the amount of the consideration received for the unit that is allocated to our goodwill or
going concern value.

Constructive Termination. We will be considered to have been terminated for tax purposesif thereis a sale or exchange of
50% or more of thetotal interestsin our capital and profits within a 12-month period. A constructive termination resultsin
the closing of our taxable year for all unitholders. We would be required to make new tax elections after atermination,

including a new election under Section 754 of the Code, and atermination would result in adeferral of our deductions for
depreciation. A termination could also result in penalties if we were unable to determine that the termination had occurred
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termination.
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Uniformity of Units

Because we cannot match transferors and transferees of units, we must maintain uniformity of the economic and tax
characteristics of the unitsto 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 aliteral application of Treasury Regulation Section 1.167(c)-1(a)(6). Any non-uniformity could have a negative
impact on the value of the 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
Benchmark Asset Value, to the extent of any unamortized Book-Tax Disparity, using arate of depreciation or amortizatiot
derived from the depreciation or amortization method and useful life applied to the common basis of that property, or treat
that portion as unamortizable, 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 amaterial portion of our assets. Please read “—Tax
Conseguences 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
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 the unitholders. If we choose not to utilize this aggregate method, we may use any other
reasonabl e 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 the 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 L0oss.”

Tax-Exempt Organizations and Other Investors

Ownership of units by employee benefit plans, other tax-exempt organizations, non-resident aliens, foreign corporations,
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 individual retirement
accounts and other retirement plans, are subject to federal income tax on unrelated business taxable income. Virtualy all
of our income allocated to a unitholder that is a tax-exempt organization will be unrelated business taxable income and
will be taxable to them.

Under newly enacted section 4965 of the Code, certain tax-exempt entities are subject to a“penalty” excise tax for being ¢
party to (A) a*“prohibited tax shelter transaction” if the transaction is a“prohibited tax shelter transaction” at the time the
tax-exempt entity became a party to the transaction or (B) a* subsequently listed transaction”. The term “prohibited tax
shelter transaction” means (i) any listed transaction or (ii) certain “confidential transactions’ or certain transactions with
“contractual protections.” The amount of the tax depends upon, among other things, whether the tax-exempt entity knew o
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had reason to know the transaction was a prohibited tax shelter transaction at the time the entity entered into the
transaction. We do not anticipate that any of its investments would constitute a “ prohibited tax shelter transaction” or a
“subsequently listed transaction” for this purpose, but if you are a tax-exempt entity, we urge you to consult their tax
advisors regarding the application of this provision of the Code to any investment in us.
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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 returnsto
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. And, under rules applicable to publicly traded partnerships, we will withhold tax, at the highest
applicable 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-8 BEN or
applicable substitute form in order to obtain credit for these withholding taxes.

In addition, because aforeign 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 profitstax at arate of 30%, in addition to regular federal
income tax, on its share of our income and gain, as adjusted for changesin the foreign corporation’s “U.S. net equity,”
which are 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.
“qualified resident.” In addition, this type of unitholder is subject to special information reporting requirements under
Section 6038C of the Code.

Under aruling of the IRS, aforeign 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, aforeign unitholder will not be taxed or subject tc
withholding upon the sale or disposition of aunit 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 M atters

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 his share of
income, gain, loss and deduction. We cannot assure you that those positions will yield aresult that conforms to the
requirements of the Code, 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 the 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.

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 generally are determined in a partnership proceeding rather than in separate proceedings with the partners. The
Code requires that one partner be designated as the “ Tax Matters Partner” for these purposes. The partnership agreement
names the general partner 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 itemsin our returns.
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The Tax Matters Partner may bind a unitholder with less than a 1% profits interest in usto a settlement with the IRS unles
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 al the unitholders are bound, of afinal partnership administrative
adjustment and, if the Tax Matters Partner failsto
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seek judicial review, judicia 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:
() the name, address and taxpayer identification number of the beneficial owner and the nominee;
(b) whether the beneficial owner is
(i) aperson that is not a United States person,

(it) aforeign government, an international organization or any wholly owned agency or instrumentality of either
of the foregoing, or

(iii) atax-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, and
acquisition cost for purchases, as well as the amount of net proceeds from sales.

Brokers and financial ingtitutions 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, isimposed by the Code for failure to report that information to us. The
nomineeis 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, isimposed by the 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 anc
that the taxpayer acted in good faith regarding that portion.

A substantial understatement of income tax in any taxable year existsif 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 $5,000. The amount of any
understatement subject to penalty generally isreduced if any portion is attributable to a position adopted on the return:

(a) for which thereis, or was, “ substantial authority,” or

(b) asto which there is areasonable 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
penalties. More stringent rules apply to “tax shelters,” which we do not believe includes us.

A substantial valuation misstatement existsif the value of any property, or the adjusted basis of any property, claimed on ¢
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valuation or adjusted basis. No penalty isimposed 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 areturn 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 atype of tax avoidance transaction publicly identified by the IRS &
a“listed transaction” or that it produces certain kinds of lossesin excess of $2 million. Our participation in areportable
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 areportable transaction with a significant purpose to avoid or evade tax, or in any
listed transaction, you may be subject to the following provisions of the American Jobs Creation Act of 2004:

* accuracy-related penalties with a broader scope, significantly narrower exceptions, and potentially greater
amounts than described above at “—A ccuracy-related Penalties,”

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

* inthecase of alisted transaction, an extended statute of limitations.

We do not expect to engage in any “reportable transactions.”

Registration as a Tax Shelter. We registered as a“tax shelter” under the law in effect at the time of our initial public
offering and were assigned tax shelter registration number 96234000014. | ssuance of a tax shelter registration number
to usdoes not indicate that investment in us or the claimed tax benefits have been reviewed, examined or approved
by the IRS. The American Jobs Creation Act of 2004 (the “Jobs Act”) repealed the tax shelter registration rules and
replaced them with a new reporting regime. However, IRS Form 8271, as revised after the Jobs Act, nevertheless requires
aunitholder to continue to continue to report our tax shelter registration number on the unitholder’ s tax return for any year
in which the unitholder claims any deduction, loss or other benefit, or reports any income, with respect to our common
units. The IRS aso appears to take the position that a unitholder who sells or transfers our common units after the Jobs Ac
must continue to provide our tax shelter registration number to the transferee. Unitholders are urged to consult their tax
advisors regarding the application of the tax shelter registration rules.

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 aresident (including on a grossincome basis). We currently
do business or own property in 33 states, most of which impose income taxes. WWe may also own property or do businessit
other states or foreign jurisdictions in the future. Although an analysis of those various taxes is not presented here, each
prospective unitholder should consider their potential impact on hisinvestment in us. Y ou 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.

Y ou will be required, however, to file state income tax returns and to pay state income taxesin many of the states in whick
we do business or own property, and you may be subject to penalties for failure to comply with those requirements. In
some states, tax |osses may not produce atax benefit in the year incurred and also may not be available to offset income ir
subsequent taxable years. Some of the states may require us, or we may elect, to withhold a percentage of income from
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unitholder from the obligation to file an income tax return. Amounts withheld may be
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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, the general partner anticipates that any amounts required to be withheld will not be material.

It isthe responsibility of each unitholder to investigate the legal and tax consequences, under the laws of pertinent states
and localities, of hisinvestment in us. Accordingly, each prospective unitholder is urged to consult with, and depend upon
his own tax counsel or other advisor with regard to those matters. Further, it isthe responsibility of each unitholder to file
all state and local, as well as United States federal tax returns, that may be required of him. Winston & Strawn LLP has nc
opined on any state or local tax consequences of an investment in us.

Tax Consequences of Owner ship of Debt Securities

A description of the material federal income tax consequences of the acquisition, ownership and disposition of debt
securities will be set forth on the prospectus supplement relating to the offering of debt securities.
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INVESTMENTSIN USBY EMPLOYEE BENEFIT PLANS

An investment in us by an employee benefit plan is subject to certain additional considerations because the investments of
such plans are subject to the fiduciary responsibility and prohibited transaction provisions of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA™), and restrictions imposed by Section 4975 of the Internal Revenue
Code. Asused herein, the term “employee benefit plan” includes, but is not limited to, qualified pension, profit-sharing
and stock bonus plans, Keogh plans, simplified employee pension plans and tax deferred annuities or IRAs established or
maintained by an employer or employee organization. Among other things, consideration should be given to (a) whether
such investment is prudent under Section 404(a)(1)(B) of ERISA; (b) whether in making such investment, such plan will
satisfy the diversification requirement of Section 404(a)(1)(C) of ERISA; and (c) whether such investment will result in
recognition of unrelated business taxable income by such plan and, if so, the potential after-tax investment return. Please
read “ Tax Considerations—Tax-Exempt Organizations and Other Investors.” The person with investment discretion with
respect to the assets of an employee benefit plan (a“fiduciary”) should determine whether an investment in usis
authorized by the appropriate governing instrument and is a proper investment for such plan.

Section 406 of ERISA and Section 4975 of the Internal Revenue Code (which also appliesto IRAs that are not considered
part of an employee benefit plan) prohibit an employee benefit plan from engaging in certain transactions involving “plan
assets’ with partiesthat are “parties in interest” under ERISA or “disqualified persons’ under the Internal Revenue Code
with respect to the plan.

In addition to considering whether the purchase of limited partnership unitsis a prohibited transaction, a fiduciary of an
employee benefit plan should consider whether such plan will, by investing in us, be deemed to own an undivided interest
in our assets, with the result that our general partner also would be a fiduciary of such plan and our operations would be
subject to the regulatory restrictions of ERISA, including its prohibited transaction rules, as well as the prohibited
transaction rules of the Internal Revenue Code.

The Department of Labor regulations provide guidance with respect to whether the assets of an entity in which employee
benefit plans acquire equity interests would be deemed “ plan assets’ under certain circumstances. Pursuant to these
regulations, an entity’ s assets would not be considered to be “plan assets’ if, among other things, (a) the equity interest
acquired by employee benefit plans are publicly offered securities—i.e., the equity interests are widely held by 100 or
more investors independent of the issuer and each other, freely transferable and registered pursuant to certain provisions o
the federal securities laws, (b) the entity is an “Operating Partnership”—i.e., it is primarily engaged in the production or
sale of aproduct or service other than the investment of capital either directly or through a majority owned subsidiary or
subsidiaries, or (c) there is no significant investment by benefit plan investors, which is defined to mean that less than 25%
of the value of each class of equity interest (disregarding certain interests held by our general partner, its affiliates and
certain other persons) is held by the employee benefit plans referred to above, IRAs and other employee benefit plans not
subject to ERISA (such as governmental plans). Our assets should not be considered “ plan assets’ under these regulations
because it is expected that the investment will satisfy the requirementsin (a) and (b) above and may also satisfy the
requirementsin (c) above.

Plan fiduciaries contemplating a purchase of limited partnership units should consult with their own counsel regarding the
consequences under ERISA and the Internal Revenue Code in light of the serious penalties imposed on persons who
engage in prohibited transactions or other violations.
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PLAN OF DISTRIBUTION

We may sell the securities being offered hereby directly to purchasers, through agents, through underwriters or through
dealers.

We, or agents designated by us, may directly solicit, from time to time, offers to purchase the securities. Any such agent
may be deemed to be an underwriter as that term is defined in the Securities Act of 1933. We will name the agents
involved in the offer or sale of the securities and describe any commissions payable by us to these agents in the prospectus
supplement. Unless otherwise indicated in the prospectus supplement, these agents will be acting on a best efforts basis fol
the period of their appointment. The agents may be entitled under agreements which may be entered into with usto
indemnification by us against specific civil liabilities, including liabilities under the Securities Act of 1933. The agents
may also be our customers or may engage in transactions with or perform services for us in the ordinary course of
business.

If we utilize any underwritersin the sale of the securities in respect of which this prospectus is delivered, we will enter int
an underwriting agreement with those underwriters at the time of sale to them. We will set forth the names of these
underwriters and the terms of the transaction in the prospectus supplement, which will be used by the underwriters to mak
resales of the securitiesin respect of which this prospectusis delivered to the public. We may indemnify the underwriters
under the relevant underwriting agreement to indemnification by us against specific liabilities, including liabilities under
the Securities Act. The underwriters may also be our customers or may engage in transactions with or perform services for
us in the ordinary course of business.

If we utilize adeder in the sale of the securitiesin respect of which this prospectusis delivered, we will sell those
securitiesto the dealer, as principal. The dealer may then resell those securities to the public at varying pricesto be
determined by the dealer at the time of resale. We may indemnify the dealers against specific liabilities, including
liabilities under the Securities Act. The dealers may also be our customers or may engage in transactions with, or perform
services for usin the ordinary course of business.

Common units and debt securities may also be sold directly by us. In this case, no underwriters or agents would be
involved. We may use electronic media, including the Internet, to sell offered securities directly.

To the extent required, this prospectus may be amended or supplemented from time to time to describe a specific plan of
distribution. The place and time of delivery for the securitiesin respect of which this prospectus is delivered are set forth il
the accompanying prospectus supplement.

LEGAL MATTERS

The validity of the securities offered in this prospectus will be passed upon for us by Winston & Strawn LLP, Chicago,
Illinois. Winston & Strawn LLP will also render an opinion on the material federal income tax considerations regarding
the securities. If certain legal matters in connection with an offering of the securities made by this prospectus and a related
prospectus supplement are passed on by counsel for the underwriters of such offering, that counsel will be named in the
applicable prospectus supplement related to that offering.

EXPERTS
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The consolidated financial statements and management’ s assessment of the effectiveness of internal control over financial
reporting of Energy Transfer Partners, L.P.; the consolidated balance sheet of Energy Transfer Partners GP, L.P.; the
consolidated balance sheet of Energy Transfer Partners, L.L.C.; and the consolidated financial statements of HPL
Consolidation LP as of August 31, 2005 and for the periods from January 26, 2005 through August 31, 2005 and

January 1, 2005 through January 25, 2005 all incorporated in this prospectus by reference from the Partnership’s Annual
Report on Form 10-K/A for the year ended August 31, 2005 have been audited by Grant Thornton LL P, independent
registered public accountants, asindicated in their reports with respect thereto, and are included herein in reliance upon the
authority of said firm as expertsin giving said reports.
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The financial statements of HPL Consolidation LP as of December 31, 2004 and 2003, and for each of the three yearsin
the period ended December 31, 2004, incorporated in this prospectus by reference from Energy Transfer Partners, L.P.’s
Annual Report on Form 10-K/A for the year ended August 31, 2005, have been audited by Deloitte & Touche LLP, an
independent registered public accounting firm, as stated in their report, which isincorporated herein by reference, and hav
been so incorporated in reliance upon the report of such firm given upon their authority as experts in accounting and
auditing.

The financial statements of Titan Energy Partners LP as of June 30, 2005 and for the periods from December 20, 2004 to
June 30, 2005 and from July 1, 2004 to December 19, 2004 incorporated by reference in this prospectus from the Current
Report on Form 8-K/A of Energy Transfer Partners, L.P. dated July 21, 2006 have been so incorporated in reliance on the
reports of PricewaterhouseCoopers LL P, independent accountants, given on the authority of said firm as expertsin
auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

We have filed aregistration statement with the SEC under the Securities Act of 1933 that registers the securities offered by
this prospectus. The registration statement, including the attached exhibits, contains additional relevant information about
us. The rules and regulations of the SEC allow us to omit some information included in the registration statement from thi:
prospectus.

In addition, we file annual, quarterly and other reports and other information with the SEC. Y ou may read and copy any
document we file a the SEC’ s public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC
at 1-800-732-0330 for further information on the operation of the SEC’ s public reference room. Our SEC filings are
available on the SEC’ s web site at http://www.sec.gov. We also make available free of charge on our website, at http://
www.energytransfer.com, all materials that we file electronically with the SEC, including our annual report on Form 10-K
quarterly reports on Form 10-Q, current reports on Form 8-K, Section 16 reports and amendments to these reports as soon
as reasonably practicable after such materials are electronically filed with, or furnished to, the SEC. Additionally, you can
obtain information about us through the New Y ork Stock Exchange, 20 Broad Street, New Y ork, New Y ork 10005, on
which our common units are listed.

The SEC alows usto “incorporate by reference’ the information we have filed with the SEC. This means that we can
disclose important information to you without actually including the specific information in this prospectus by referring
you to other documents filed separately with the SEC. These other documents contain important information about us, our
financial condition and results of operations. The information incorporated by reference is an important part of this
prospectus. Information that we file later with the SEC will automatically update and may replace information in this
prospectus and information previoudly filed with the SEC.

We incorporate by reference in this prospectus the documents listed bel ow:

e our annual report on Form 10-K for the year ended August 31, 2005 (as amended by Amendment No. 1 to such
annual report on Form 10-K filed on December 12, 2005);

» our definitive proxy statement filed by us under Section 14(a) of the Securities Exchange Act of 1934 on May 18,
2004 (as amended on June 9, 2004 and June 14, 2004);

e our quarterly reports on Form 10-Q for the quarters ended November 30, 2005, February 28, 2006 and May 31,
2006;
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e our current reports on Form 8-K filed February 1, 2005 (as amended on March 17, 2005), September 23,
2005, November 15, 2005, December 16, 2005, January 5, 2006, January 10, 2006, February 9, 2006, April 20,
2006, May 3, 2006 and June 2, 2006 (as amended on July 21, 2006);

» thedescription of our common units in our registration statement on Form 8-A (File No. 1-11727) filed pursuant
to the Securities Exchange Act of 1934 on May 16, 1996; and
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» al documentsfiled by us under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 betweer
the date of this prospectus and the termination of the registration statement.

Y ou may obtain any of the documents incorporated by reference in this prospectus from the SEC through the SEC's
website at the address provided above. Y ou also may request a copy of any document incorporated by referencein this
prospectus (including exhibits to those documents specifically incorporated by reference in this document), at no cost, by
visiting our internet website at www.energytransfer.com, or by writing or calling us at the following address:

Energy Transfer Partners, L.P.
8801 South Y ale Avenue, Suite 310
Tulsa, Oklahoma 74137
Attention: Robert A. Burk
Telephone: (918) 492-7272
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