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[NOTE: INSIDE FRONT AND BACK COVERS OF PROSPECTUS SUPPLEMENT INCLUDE SELECTED
PHOTOGRAPHS WITH CAPTIONS.]

COMPETITIVE POSITION AND DIVERSIFICATION GROWING, DIVERSIFIED MIDSTREAM ASSET BASE

o Significant onshore and offshore owner and operator
of natural gas pipelines and systems

o] 15,700+ miles of natural gas pipelines (10.3 Bcf/d)
[Map of assets in Gulf of Mexico and southern United
States] o] Largest independent owner of pipelines and
platforms in the Gulf of Mexico
o] 340+ miles of offshore oil pipelines (635 MBbls/d)
0 6 offshore hub platforms
o] 5 Processing/treating plants (1.5 Bcf/50 MBbls/d)
o] 4 NGL fractionation plants (120 MBbls/d)
0 20 Bcf natural gas storage
o] 25 MMBbls NGL storage

SAN JUAN BASIN SYSTEM SAN JUAN BASIN ASSETS

o] Largest US conventional natural gas gathering
system

o} 1,200 MDth/d gathered
o] 5,300+ miles of pipeline
o] 9,500+ wells connected

[Map of San Juan Basin System] o] Extensive gathering system complemented by
processing and treating plants

o] Long-term reserves resulting in steady volumes and
cash flow

o} 35 years of proved/probable conventional reserves

o} 11 additional years of potential conventional
reserves

0 Acquired in November 2002



TEXAS & NEW MEXICO SYSTEM

[Map of Assets in Texas and New Mexico]

ORGANIC GROWTH IN GULF OF MEXICO

[Map of Gulf Coast projects]

[INSIDE BACK COVER PHOTOGRAPHS AND TEXT]

ADVANCED OFFSHORE INFRASTRUCTURE

[Illustration of offshore platform]

TEXAS & NEW MEXICO NATURAL GAS ASSETS

(o]

0]

One of the largest intrastate pipeline systems in
Texas

o} 9,000+ miles of pipeline

o] 5 Bcf/d capacity, 3.5 MMDth/d 2002 Volume
Firm, fee based contracts

o} 58% of pipeline capacity

o] 97% of storage capacity

Substantial long-term franchise in growing Texas
natural gas market

Accesses major supply areas and distribution
markets

Acquired in April 2002

ORGANIC OFFSHORE PROJECTS

(0]

Significant long-term deepwater infrastructure
investments position GTM as the Deepwater Trend
development leader and continue to diversify our
midstream assets

Cameron Highway 0il Pipeline establishes us as a
premier oil gatherer/transporter in the Gulf of
Mexico

Partnership developments will lead to competitive
advantages on other Gulf of Mexico deals

Platform projects continue to strengthen our
deepwater hub strategy to provide oil and gas
processing and transportation options to Gulf of
Mexico producers

MARCO POLO PLATFORM AND EXPORT PIPELINES

0]

50/50 joint venture with Cal Dive International to
build and own the Marco Polo TLP located in the Green
Canyon area of the Gulf of Mexico

Serves the Anadarko operated Marco Polo Field
discovery and other potential Anadarko and third
party developments in the Gulf of Mexico

o] Major deepwater infrastructure deal with largest
independent E&P company with significant deepwater
acreage



NEW OFFSHORE SHELF-BASED PLATFORM

[Photograph of Falcon Nest Platform]

NEW PREMIER OFFSHORE OIL PIPELINE

[Map of the Poseidon and Cameron Highway oil pipelines]

Creates deepwater hub platform in area with major
potential

0o Design capacity of 120 MBbls/d and 300 MMcf/d

Receives an annual demand charge in addition to
processing fees

FALCON NEST PLATFORM

$57 MM, in service March 2003

Own and operate this shelf-based 400 MMcf/d
platform in 389 feet of water at Mustang Island
Block A103

Processes natural
discovery in East

gas from Pioneer's Falcon Field
Breaks Block 579

o] 69,000+ acres
Nest platform

of property dedicated to the Falcon
for the life of the reserves

Pioneer announced additional discoveries:
Tomahawk and Raptor

Harrier,

Current production over 185 MMcf/d

Includes 14 miles of 18-inch gathering line to
Central Texas Gathering System (CTGS)

CAMERON HIGHWAY OIL PIPELINE

(0]

50/50 joint venture with Valero Corporation to
build and own the Cameron Highway 0il Pipeline - the
largest o0il delivery system in the Gulf of Mexico

only major oil pipeline delivering directly to
strategic bifurcated delivery points in major Texas
0il market areas, bypassing refining and
transportation bottlenecks in Louisiana

Over 1 billion barrels of o0il dedicated from BP,
BHP and Unocal from the Mad Dog, Atlantis and
Holstein discoveries in the South Green Canyon area
of the Gulf of Mexico

Significant long-term Deepwater infrastructure
investment opportunity, providing coverage for
Deepwater discoveries across the Central and Western
Gulf of Mexico

Access to 900 MBbls/d of upstream pipeline capacity



ACCOMPLISHED CORPORATE GOVERNANCE OBJECTIVES

(o]

Changed name - GulfTerra reflects our business and
geographic footprint

Increased number of independent Board members

Reconstituted General Partner entity as a
stand-alone, bankruptcy remote company

Amended charter documents and Partnership Agreement

Signed Resource Support Agreement with E1 Paso
Field Services

Significantly reduced related party revenues from
E1l Paso Corporation

Received credit assurances from E1l Paso Corporation

Sold 9.9% of General Partner interest to
independent, third party
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IMPORTANT NOTICE ABOUT INFORMATION IN THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS

This document is in three parts. The first part is the prospectus
supplement, which describes our business and the specific terms of this
offering. The second and third parts, the base prospectuses, give more general
information, some of which may not apply to this offering. The base prospectus
dated February 7, 2002 covers securities we may issue from time to time in
offerings registered with the SEC. The base prospectus dated July 25, 2003
covers common units that may be sold from time to time by E1l Paso Corporation
and its subsidiaries in offerings registered with the SEC. Generally, when we
refer to the "prospectus," we are referring to the three parts combined.

IF THE DESCRIPTION OF THE OFFERING VARIES BETWEEN THE PROSPECTUS SUPPLEMENT
AND THE BASE PROSPECTUSES, YOU SHOULD RELY ON THE INFORMATION IN THE PROSPECTUS
SUPPLEMENT.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS. WE HAVE NOT, AND THE UNDERWRITERS HAVE NOT,
AUTHORIZED ANYONE TO PROVIDE YOU WITH DIFFERENT INFORMATION. WE ARE NOT MAKING
AN OFFER OF THE COMMON UNITS IN ANY JURISDICTION WHERE THE OFFER IS NOT
PERMITTED. YOU SHOULD NOT ASSUME THAT THE INFORMATION CONTAINED IN THIS
PROSPECTUS OR IN THE DOCUMENTS INCORPORATED BY REFERENCE IN THIS PROSPECTUS IS
ACCURATE AS OF ANY OTHER DATE THAN THE DATE ON THE FRONT OF THOSE DOCUMENTS.

The information in this prospectus supplement is not complete. You should
review carefully all of the detailed information appearing in this prospectus
supplement, the accompanying base prospectuses and the documents we have
incorporated by reference before making any investment decision.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports and other information with the
SEC. You may read and copy any document we file at the SEC's public reference
room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at
1-800-732-0330 for further information on their public reference room. Our SEC
filings are also available at the SEC's web site at http://www.sec.gov. You can
also obtain information about us at the offices of the New York Stock Exchange,
20 Broad Street, New York, New York 10005.

The SEC allows us to incorporate by reference information we file with it.
This procedure means that we can disclose important information to you by
referring you to documents filed with the SEC. The information we incorporate by
reference is part of this prospectus supplement and the accompanying base
prospectuses, and later information that we file under Section 13(a), 13(c), 14
or 15(d) of the Securities Exchange Act of 1934, and which is deemed to be
"filed," with the SEC will automatically update and supersede this information.
We incorporate by reference the documents listed below, other than information
under Item 9 or 12 of any Current Report on Form 8-K:

- Annual Report on Form 10-K for the year ended December 31, 2002;

- Quarterly Reports on Form 10-Q for the quarters ended March 31, 2003 and
June 30, 2003; and

- Current Reports on Form 8-K and 8-K/A dated January 2, 2003; March 5,
2003; March 19, 2003; April 7, 2003; April 8, 2003; April 10, 2003; April
11, 2003; May 1, 2003; May 6, 2003; May 8, 2003; May 14, 2003; May 16,
2003; June 6, 2003; July 1, 2003; July 14, 2003; August 6, 2003; August
18, 2003; August 21, 2003; August 26, 2003; October 2, 2003; and October
3, 2003.

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

GulfTerra Energy Partners, L.P.
4 Greenway Plaza
Houston, Texas 77046
(832) 676-4853
Attention: Investor Relations

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

You should rely only on the information incorporated by reference or
provided in this prospectus supplement and the accompanying base prospectuses.
We have not authorized anyone else to provide you with any information. You
should not assume that the information incorporated by reference or provided in
this prospectus supplement and the accompanying base prospectuses is accurate as



of any date other than the date on the front of each document.
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PROSPECTUS SUPPLEMENT SUMMARY

This document is in three parts. The first part is the prospectus
supplement, which describes the specific terms of this offering of common units.
The second and third parts are the base prospectuses, which give more general
information, some of which may not apply to this offering. Generally, when we
refer only to the "prospectus," we are referring to the three parts combined. If
information varies between the prospectus supplement and the accompanying base
prospectuses, you should rely on the information in this prospectus supplement.

This summary highlights some basic information from this prospectus
supplement and the accompanying base prospectuses to help you understand the
common units. It likely does not contain all the information that is important
to you. You should read carefully the entire prospectus supplement, the
accompanying base prospectuses and the other documents incorporated by reference
to understand fully the terms of the common units, as well as the tax and other
considerations that are important in making your investment decision.

GULFTERRA ENERGY PARTNERS, L.P.
WHO WE ARE

Formed in 1993, GulfTerra Energy Partners, L.P. (NYSE: GTM) is one of the
largest publicly-traded master limited partnerships, or MLPs, in terms of market
capitalization. We manage a balanced, diversified portfolio of interests and
assets relating to the midstream energy sector, which involves gathering,
transporting, separating, handling, processing, fractionating and storing
natural gas, oil and natural gas liquids, or NGL. We consider this portfolio,
which generates relatively stable cash flows, to be balanced due to its
diversity of geographic locations, business segments, customers and product
lines. Our interests and assets include:

- onshore natural gas pipelines and processing facilities in Alabama,
Colorado, Louisiana, Mississippi, New Mexico and Texas;

- offshore o0il and natural gas pipelines, platforms, processing facilities
and other energy infrastructure in the Gulf of Mexico, primarily offshore
Louisiana and Texas;

- onshore NGL pipelines and fractionation facilities in Texas; and

- onshore natural gas and NGL storage facilities in Louisiana, Mississippi
and Texas.

We are one of the largest natural gas gatherers, based on miles of
pipeline, in the prolific natural gas supply regions offshore in the Gulf of
Mexico and onshore in Texas and the San Juan Basin, which envelops a significant
portion of the four contiguous corners of Arizona, Colorado, New Mexico and
Utah. These regions, especially the deeper water regions of the Gulf of Mexico,
one of the United States' fastest growing o0il and natural gas producing regions,
offer us significant infrastructure growth potential through the acquisition and
construction of pipelines, platforms, processing and storage facilities and
other infrastructure. In 2002, the Gulf of Mexico accounted for approximately 25
percent of all natural gas production in the United States and the supply
regions accessed by our pipelines in Texas and the San Juan Basin accounted for
approximately 33 percent.

OUR OBJECTIVE AND STRATEGY
Our objective is to operate as a growth-oriented MLP with a focus on
increasing cash flow, earnings and return to our unitholders by becoming one of
the industry's leading providers of midstream energy services. Our strategy
entails striving to continually enhance the quality of our cash flow by:

- maintaining a balanced and diversified portfolio of midstream energy
interests and assets;
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- maintaining a sound capital structure;

- sharing capital costs and risks through joint ventures/strategic
alliances; and

- emphasizing fee-based operations and services for which the fees are not
traditionally linked to commodity prices (like gathering and
transportation) and managing commodity risks by using contractual
arrangements (like fixed-fee contracts and hedging and tolling
arrangements) and de-emphasizing our commodity-based activities
(including exiting the oil and natural gas production business by not
acquiring additional properties).

We intend to execute our business strategy by:

- constructing and acquiring onshore pipelines, gathering systems,
processing and fractionation facilities, and other midstream assets to
provide a broad range of more stable, fee-based services to producers,
marketers and users of energy products;

- expanding our existing offshore asset base, supported by the dedication
of new discoveries and long-term commitments, to capitalize on the
accelerated growth of oil and natural gas supplies from the deeper water
regions of the Gulf of Mexico;

- operating at a low cost by achieving economies-of-scale in select regions
through reinvesting in and expanding our organic growth opportunities, as
well as by acquiring new assets;

- sharing capital costs and risks through joint ventures/strategic
alliances, principally with partners with substantial financial resources
and strategic interests, assets and operations in the Gulf of Mexico,
especially in the deeper water, Flextrend and subsalt regions; and

- continuing to strengthen our solid balance sheet by financing and/or
refinancing our growth, on average, with 50 percent equity so as to
provide the financial flexibility to fund future opportunities.

In addition to our wholly-owned assets and operations, we conduct a
significant portion of our business through joint ventures/strategic alliances,
which we believe are well-suited for midstream energy operations. We use joint
ventures to reduce our capital requirements and risk exposure to individual
projects, as well as to develop strategic relationships, realize synergies and
enhanced results from combining resources, and benefit from the assets,
experience and resources of our partners. Our partners in the Gulf of Mexico
include integrated and large independent energy companies with substantial
offshore interests, operations and assets, such as Shell 0il Products U.S. and
Marathon Pipeline Company, and Valero Energy Corporation, one of the top
refining and marketing companies in the United States.

INDUSTRY PERSPECTIVE:
CONSOLIDATION AND GROWTH OPPORTUNITIES

The midstream sector is in a period of substantial and ongoing change,
which we believe will provide significant growth opportunities for
well-positioned companies. We expect large and mid-size energy companies,
including potentially E1 Paso Corporation, to continue to divest midstream
assets in an effort to strengthen their balance sheets as well as to focus on
core businesses. These divestitures may produce attractive acquisition
opportunities for us. In addition, we believe the midstream sector is likely to
experience substantial consolidation through mergers and acquisitions. This
consolidation may well result in a few large, independent midstream businesses
- -- a number of which we believe will be MLPs -- becoming the leading
participants in this business sector.

We believe there are a limited number of midstream companies that are
well-positioned to take advantage of these opportunities. Due to our strategic
platform of existing midstream assets, substantial acquisition experience,
long-term commitment to the midstream sector and
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solid balance sheet and cash flows, we believe we are particularly
well-positioned to take advantage of the multiple acquisition opportunities we
expect to become available in the near and long term.

We have demonstrated our ability to consummate large acquisitions quickly,
if required by sellers, and we believe our industry expertise, asset portfolio
and reputation make us a preferred industry buyer and a desirable merger
partner. Because of the significant number of midstream assets up for sale and
the limited number of midstream companies with adequate liquidity, a number of
financial investors -- primarily banks, investment banks and hedge funds -- are
attempting to compete for some acquisition opportunities. Although these
financial investors have capital, often they do not have a platform comparable
to ours and, accordingly, do not have the same earnings potential as we do with
respect to a given package of assets.

OUR KEY STRENGTHS

STABLE CASH FLOW PRIMARILY DRIVEN BY FEE-BASED REVENUES. Our cash flow
primarily derives from gathering, transportation, storage and other fee-based
services, the fees for most of which are not directly affected by changes in
energy commodity prices.

BALANCED PORTFOLIO WITH PROVEN TRACK RECORD OF CASH FLOW DIVERSIFICATION
AND LEVERAGE REDUCTION. Since 1998, we have diversified and balanced our asset
base in terms of services, businesses, customers and geography by making
approximately $3.2 billion in capital expenditures while reducing our financial
leverage and increasing our financial flexibility through, among other things,
many public common unit offerings.

STRATEGIC PLATFORM FOR CONTINUED EXPANSION AND DISTRIBUTION GROWTH. We own
and have interests in an expansive portfolio of organic development
opportunities for onshore and offshore announced projects totaling approximately
$1 billion and the expertise to continue to execute strategic transactions, as
evidenced by the more than $2.5 billion of construction projects and accretive
(in terms of cash flow per unit) acquisitions announced since January 2002.
Additionally, from 1998 to 2002, our cash flow from operations increased at a
compound annual growth rate of 62 percent and, as a result, we have increased
our quarterly distribution rate eight times since 1998, including four increases
announced in 2002 and 2003.

DIVERSIFIED PORTFOLIO OF ATTRACTIVE, STRATEGICALLY LOCATED ASSETS. We own
a diversified portfolio of strategically located midstream assets well
positioned to capture growth in some of the largest natural gas producing basins
in the United States.

GENERAL PARTNER RELATIONSHIP

Our sole general partner is GulfTerra Energy Company, L.L.C., a
recently-formed Delaware limited liability company that is owned 90.1 percent by
a subsidiary of El1 Paso Corporation and 9.9 percent by Goldman, Sachs & Co., a
wholly-owned subsidiary of Goldman Sachs Group Inc. The business and affairs of
our general partner are managed by a board of directors, comprised of two
management directors who are also our executive officers and four independent
directors who meet the independent director requirements established by the NYSE
and the Sarbanes-Oxley Act of 2002. Through its board of directors, our general
partner manages our day-to-day operations.

OUR CORPORATE GOVERNANCE STRUCTURE AND
INDEPENDENCE INITIATIVES

This year we have continued to improve our corporate governance model,
which currently meets the standards established by the SEC and the NYSE. During
the first quarter of 2003, we identified and evaluated a number of changes that
could be made to our corporate structure to
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better address potential conflicts of interest and to better balance the risks
and rewards of significant relationships with our affiliates, which we refer to
as Independence Initiatives. We have already implemented the following:

- added an additional independent director to our board of directors,
bringing the number of independent directors to four of the six-member
board;

- established a governance and compensation committee of our board of
directors consisting solely of independent directors, which is
responsible for establishing performance measures and making
recommendations to E1l Paso Corporation concerning compensation of its
employees performing duties for us;

- changed our name to GulfTerra Energy Partners, L.P.;

- received a letter of credit from E1 Paso Merchant Energy North America
totaling $5.1 million regarding our existing customer/contractual
relationships with them;

- completed a resource support agreement with E1 Paso Corporation;

- modified our partnership agreement to: (1) eliminate El Paso
Corporation's right to vote its common units with respect to the removal
of the general partner; (2) effectively reduce the third-party common
unit vote required to remove the general partner from 72 percent to 67
percent; and (3) require the unanimous vote of the general partner's
board of directors before the general partner or we can voluntarily
initiate bankruptcy proceedings;

- reorganized our structure, further reducing our interrelationships with
E1 Paso Corporation, resulting in our general partner being a Delaware
limited liability company that is not permitted to have:

- material assets other than its interest in us;
- material operations other than those relating to our operations;

- material debt or other obligations other than those owed to us or our
creditors;

- material liens other than those securing obligations owed to us or our
creditors; or

- employees; and

- added Goldman Sachs as a co-owner of our general partner. In that
transaction, Goldman Sachs also became one of our limited partners,
purchasing 3,000,000 common units from us.

Additionally, as part of implementing our Independence Initiatives, we are
considering adding one more independent director to our board of directors. We
will continue to evaluate our Independence Initiatives and analyze whether
additional actions are desirable.

OUR RELATIONSHIP WITH EL PASO CORPORATION

E1l Paso Corporation (NYSE: EP) is a leading provider of natural gas
services and the largest pipeline company in North America. Through its
subsidiaries, El1 Paso Corporation:

- owns 90.1 percent of our general partner. Historically, El1 Paso
Corporation and its affiliates have employed the personnel who operate
our businesses. We reimburse our general partner and its affiliates for
the costs they incur on our behalf, and we pay our general partner its
proportionate share of distributions -- relating to its one percent
general partnership interest and the related incentive
distributions -- we make to our partners each calendar quarter.

- is a significant stakeholder in us -- prior to the completion of this
offering, it owns approximately 21.8 percent, or 11,674,245, of our
common units (decreased from 23.4
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percent as a result of our common unit offerings in August and October
2003), all 10,937,500 of our Series C units, which we issued in November
2002 for $350 million, and 90.1 percent of the entity that owns our
general partner. As holders of some of our common units and all of our
Series C units, subsidiaries of El Paso Corporation receive their
proportionate share of distributions we make to our partners each
calendar quarter. In July 2003, we filed a registration statement on Form
S-3 to register for resale 2,000,000 of the common units owned by El Paso
Corporation or its subsidiary.

- is a customer of ours. As with other large energy companies, we have
entered into a number of contracts with E1 Paso Corporation and its
affiliates.

Historically, we have entered into transactions with E1l Paso Corporation
and its subsidiaries to, among other things, acquire or sell assets. We have
instituted specific procedures for evaluating and valuing our material
transactions with E1 Paso Corporation and its subsidiaries. Before we consider
entering into a transaction with E1 Paso Corporation or any of its subsidiaries,
we determine whether the proposed transaction (1) would comply with the
requirements under our indentures and credit agreements, (2) would comply with
substantive law, and (3) would be fair to us and our limited partners. In
addition, our general partner's board of directors utilizes an Audit and
Conflicts Committee comprised solely of independent directors. This committee:

- evaluates and, where appropriate, negotiates the proposed transaction;

- engages an independent financial advisor and independent legal counsel to
assist with its evaluation of the proposed transaction; and

- determines whether to reject or approve and recommend the proposed
transaction.

We only consummate a proposed material acquisition or disposition with E1
Paso Corporation if, following our evaluation of the transaction, the Audit and
Conflicts Committee approves and recommends the proposed transaction and our
general partner's full board of directors approves the transaction.

Our relationship with E1 Paso Corporation has contributed significantly to
our past growth, and we have important ongoing contractual arrangements with El
Paso Corporation and some of its subsidiaries. However, we are a stand-alone
operating company with significant assets and operations. Our assets, operations
and financial condition are separate and independent from those of El Paso
Corporation. Our credit facilities and other financing arrangements do not
contain cross default provisions or other triggers tied to El Paso Corporation's
financial condition or credit ratings. Nonetheless, due to our relationship with
E1l Paso Corporation, adverse developments concerning El Paso Corporation could
adversely affect us, even if we have not suffered any similar developments.

The outstanding senior unsecured indebtedness of El Paso Corporation has
been downgraded to below investment grade and is currently rated Caal by Moody's
Investors Service (Moody's) and B by Standard & Poor's (S&P). These downgrades
are a result, at least in part, of the outlook for the consolidated business of
E1l Paso Corporation and its need for liquidity. In the event that El Paso
Corporation's liquidity needs are not satisfied, E1 Paso Corporation could be
forced to seek protection from its creditors in bankruptcy.

E1l Paso Corporation sold 9.9 percent of the equity interest in our general
partner in October 2003. If at any time El1 Paso Corporation owns less than 50
percent of the equity interest in our general partner without obtaining consent
from our lenders, we will experience a '"change in control" under our credit
agreements and indentures, which will effectively cause all amounts outstanding
under those debt instruments to become due.

As discussed previously, we have implemented, and are in the process of
further implementing, a number of Independence Initiatives that are designed to
help us better manage
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the rewards and risks relating to our relationship with E1l Paso Corporation.
However, even in light of these Independence Initiatives or any other
arrangements, we may still be adversely affected if E1 Paso Corporation
continues to suffer financial stress. For a more detailed discussion of risks
associated with our corporate structure, our general partner, and our contracts
and other arrangements with E1 Paso Corporation and its subsidiaries, see the
summary of risk factors included in this prospectus and the risk factors
included in the documents incorporated by reference in this prospectus.

RECENT DEVELOPMENTS

INVESTMENT BY GOLDMAN SACHS. 1In October 2003, Goldman Sachs made a $200
million investment in us and our general partner. For that investment, Goldman
Sachs acquired 9.9 percent of our general partner, whose primary asset is its
one percent general partner interest in us, from El1 Paso Corporation for $88
million and 3,000,000 common units from us for $112 million. Adding a co-owner
of our general partner was one of the final steps of our Independence
Initiatives, which we identified as necessary elements of functioning, and being
evaluated by the capital markets, as a stand-alone, independent operating
company. For more information about Goldman Sachs' investment in us, please see
"Business Overview -- Goldman Sachs' Investment in Our General Partner."

REDEMPTION OF SERIES B PREFERENCE UNITS AND ADDITIONAL EL PASO CORPORATION
TRANSACTIONS. We used the net proceeds from our sale of common units to Goldman
Sachs, together with cash borrowed under our revolving credit facility, to
redeem for $156 million all of our outstanding Series B preference units, which
were held by a subsidiary of El Paso Corporation and had a liquidation value at
October 3, 2003 of $167 million. The redemption of the Series B preference units
was approved by our general partner's Audit and Conflicts Committee, as well as
its board of directors, and we believe that it significantly simplifies our
balance sheet. In connection with our November 2002 San Juan assets acquisition,
E1l Paso Corporation retained the obligation to repurchase the Chaco plant from
us for $77 million in October 2021. As part of the Goldman Sachs transaction, we
released E1 Paso Corporation from that obligation in exchange for E1l Paso
Corporation contributing specified assets to us. The assets we received are
primarily electronic flow control and measurement facilities that we will use to
operate our pipeline systems, furthering our independence strategy.

DISTRIBUTION INCREASE AND RECORD EARNINGS. 1In July 2003, we declared a
cash distribution of $0.70 per common unit and Series C unit, $42.5 million in
aggregate, for the quarter ended June 30, 2003. Our net income for the six
months ended June 30, 2003 was $91.5 million, cash flow from operations was
$134.2 million and EBITDA was $214.5 million. For a reconciliation of EBITDA to
cash flow from operations and a discussion regarding our use of EBITDA as a
measurement, please see "Overview of Management's Discussion and Analysis of
Financial Condition and Results of Operations."

RENEWAL OF CREDIT FACILITY. In September 2003, we renewed our revolving
credit facility to, among other things, increase the credit available from $600
million to $700 million and extend the maturity from May 2004 to September 2006.

PETAL EXPANSION PROJECT. In September 2003, we entered into a nonbinding
letter of intent with Southern Natural Gas Company, a subsidiary of El Paso
Corporation, regarding the proposed development and sale of a natural gas
storage cavern and the proposed sale of an undivided interest in a pipeline and
other facilities related to that natural gas storage cavern. The new storage
cavern would be located at our storage complex near Hattiesburg, Mississippi. If
Southern Natural Gas determines that there is sufficient market interest, it
would purchase the land and mineral rights related to the proposed storage
cavern and would pay our costs to construct the storage cavern and related
facilities. Upon completion of the storage cavern, Southern Natural Gas would
acquire an undivided interest in our Petal pipeline connected to the
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storage cavern. We would also enter into an arrangement with Southern Natural
Gas under which we would operate the storage cavern and pipeline on its behalf.
Consummation of this transaction depends on, among other things, approval by the
Federal Energy Regulatory Commission and the Audit and Conflicts committee of
our general partner's board of directors.

CAMERON HIGHWAY OIL PIPELINE SYSTEM. 1In July 2003, we sold a 50 percent
interest in Cameron Highway to Valero Energy Corporation for $86 million,
forming a joint venture with Valero. Valero paid us approximately $70 million at
closing, including $51 million representing 50 percent of the capital investment
expended through that date on the pipeline project. In July 2003, we recognized
$19 million as a gain from the sale of long-lived assets. In addition, Valero
will pay us an additional $16 million, $5 million to be paid once the system is
completed and the remaining $11 million by the end of 2006. We also announced
the completion by the joint venture of a $325 million non-recourse financing for
the project. Cameron Highway will be a 390-mile pipeline that will have initial
capacity to deliver up to 500,000 barrels of 0il per day from the southern Green
Canyon and western Gulf of Mexico areas to refining areas of Port Arthur and
Texas City, Texas. When completed, the pipeline will be one of the largest crude
0il delivery systems in the Gulf of Mexico, sized to handle oil movement for its
initial anchor fields -- the Deepwater Trend discoveries Holstein, Mad Dog, and
Atlantis -- as well as other Deepwater o0il discoveries. We will build and
operate the pipeline, which is scheduled for completion during the third quarter
of 2004.

EQUITY OFFERINGS. Our ability to execute our growth strategy and complete
our current projects depends upon our access to the capital necessary to fund
our projects and acquisitions. As previously announced, our strategy for 2003 is
to continue to finance or re-finance our growth with 50 percent equity to ensure
a sound capital structure. In furtherance of this strategy, we completed five
equity offerings during 2003, issuing 9,226,109 common units and 80 Series F
convertible units for net cash proceeds of approximately $312.9 million. The
Series F convertible units are convertible into up to 8,329,679 common units. We
used the net proceeds of these offerings to temporarily repay indebtedness under
our revolving credit facility, to redeem Series B preference units and for
general partnership purposes.

$250 MILLION SENIOR NOTES OFFERING. In July 2003, we issued $250 million
of 6 1/4% senior notes due 2010. We used the net proceeds of approximately $245
million to repay a $160 million term loan and temporarily reduce indebtedness
under our revolving credit facility.

$300 MILLION SENIOR SUBORDINATED NOTES OFFERING. In March 2003, we issued
$300 million of 8 1/2% senior subordinated notes due 2010. We used the net
proceeds of approximately $293 million to repay all indebtedness outstanding
under our $237.5 million senior secured acquisition term loan entered into as
part of our November 2002 San Juan assets acquisition and temporarily reduce
indebtedness outstanding under our revolving credit facility.

OFFICES

Our principal executive offices are located at 4 Greenway Plaza, Houston,
TX 77046, and the phone number at this address is (832) 676-4853.
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OWNERSHIP

Below is a chart depicting our ownership structure before completion of

this offering and our primary business segments.

(1)

(2)

(3)

(OWNERSHIP STRUCTURE CHART)

E1l Paso Corporation, through its subsidiaries, owns approximately 21.8
percent, or 11,674,245, of our common units and all 10,937,500 of our Series
C units.

Neither Deeptech International, Inc. nor GulfTerra GP Holding Company
conduct any operations. DeepTech's only assets are cash, indirect ownership
of some of our common units and its ownership interest in GulfTerra GP
Holding. GulfTerra GP Holding's only assets are cash and its ownership
interest in GulfTerra Energy Company, L.L.C., which conducts no operations
outside of our operations. GulfTerra Energy Company, L.L.C.'s only assets
are cash and its one percent general partner interest in us.

Goldman Sachs owns a 9.9 percent membership interest in our general partner
and owns approximately 5.6 percent, or 3,000,000, of our common units.
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THE OFFERING

Common units offered by us.... 4,500,000 common units.

Common Units offered by a
subsidiary of El1 Paso
Corporation..........covvunvnn 675,000 common units if the underwriters

exercise their over-allotment option in full.
If the underwriters exercise all or part of
their overallotment option, the common units
satisfying that exercise will be sold by a
subsidiary of El1 Paso Corporation.

Common units to be outstanding
after this offering........... 58,033,649 common units, which excludes up to

10,937,500 common units that could be issued in
exchange for 10,937,500 Series C units(1) and
up to 8,329,679 common units that could be
issued upon the conversion of all of our Series
F convertible units(2).

Common unit distributions..... Cash distributions are made on our common units

on a quarterly basis. Our current quarterly
distribution rate is $0.70 per common unit, or
$2.80 per common unit on an annualized basis,
based on the last quarterly distribution paid
by us. Cash distributions on our common units
are generally paid before the end of the second
month following March 31, June 30, September 30
and December 31. The first distribution payable
to investors that acquire the units offered
hereby will be declared and paid in the fourth
quarter of 2003.

New York Stock Exchange
symbol............ ... i "GTM"

Use of proceeds............... We will receive net cash proceeds from this

offering (after payment of offering expenses)
of approximately $179.2 million, assuming an
offering price of $41.71 per unit, which was
the closing price of our common units on
October 9, 2003. We plan to use the net cash
proceeds from this offering to temporarily
reduce indebtedness under our revolving credit
facility. We will not receive any proceeds from
any exercise of the underwriters'
over-allotment option.

Risk factors.................. An investment in the common units involves

risk. See "Summary of Risk Factors" in this
prospectus supplement, "Risk Factors" beginning
on page 1 and page 2 of the accompanying base
prospectuses and the materials incorporated by
reference for a more detailed discussion of
additional factors that you should consider
before purchasing our common units.

Except as the context otherwise indicates, the information in this

prospectus supplement assumes no exercise of the underwriters' over-allotment
option.

(1)

(2)

The Series C units are held by a subsidiary of El1 Paso Corporation and are
similar to our common units, except that our Series C units are non-voting.
E1l Paso Corporation (or its subsidiaries, as applicable) has the right to
cause us to propose a vote of our common unitholders as to whether the
Series C units should be converted into common units. If our common
unitholders approve the conversion, then each Series C unit will convert
into a common unit. If our common unitholders do not approve the conversion
within 120 days after the vote is requested, then the distribution rate for
each Series C unit will increase to 105 percent of the common unit
distribution rate in effect from time to time. Thereafter, the distribution
rate on each Series C unit can increase on April 30, 2004 to 110 percent of
the common units distribution rate in effect from time to time and on April
30, 2005 to 115 percent of the common unit distribution rate in effect from
time to time.

The Series F convertible units are held by a non-affiliated third party and
are non-voting. The Series F units are convertible upon the payment of
additional conversion consideration at certain times. The Series F
convertible units will neither receive nor accrue any distributions and will
not be allocated any income, gain, loss or deductions.






SUMMARY OF RISK FACTORS

An investment in our common units involves risks. You should carefully
consider the discussion of risks set forth under the caption "Risk Factors"
beginning on page 1 and page 2 of the accompanying base prospectuses as well as
the section entitled "Risk Factors and Cautionary Statement" included in our
Annual Report on Form 10-K for the year ended December 31, 2002, and the other
documents incorporated by reference into this prospectus supplement, prior to
investing in our common units. If any of these risks were to occur, our
business, financial condition or results of operations could be adversely
affected, the trading price of our common units could decline and you could lose
all or part of your investment. Some of the risks discussed in the base
prospectuses as well as the documents incorporated by reference into this
prospectus supplement are summarized below.

RISKS RELATED TO OUR BUSINESS

- Our indebtedness could adversely restrict our ability to operate, affect
our financial condition and prevent us from fulfilling our obligations
under our debt securities.

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

- Our growth strategy may adversely affect our results of operations if we
do not successfully integrate the businesses that we acquire or if we
substantially increase our indebtedness and contingent liabilities to
make acquisitions.

- Our actual construction, development and acquisition costs could exceed
our forecast, and our cash flow from construction and development
projects may not be immediate.

- The future performance of our energy infrastructure operations, and thus
our ability to satisfy our debt requirements and maintain cash
distributions, depends on successful exploration and development of
additional oil and natural gas reserves by others.

- We will be adversely affected if we cannot negotiate an extension or
replacement on commercially reasonable terms of three material contracts
which accounted for approximately 70 percent of the volume attributable
to the San Juan gathering system during 2002 and which expire between
2006 and 2008.

- We will be adversely affected if we cannot negotiate an extension or a
replacement on commercially reasonable terms of approximately 900 miles
of rights-of-way underlying the San Juan gathering system.

- Fluctuations in interest rates could adversely affect our business.

- Our EPN Texas fractionation facilities are dedicated to a single
customer, the loss of which could adversely affect us.

- Fluctuations in energy commodity prices could adversely affect our
business.

- Environmental costs and liabilities and changing environmental regulation
could affect our cash flow.

- Our use of derivative financial instruments could result in financial
losses.

- We will face competition from third parties to gather, transport,
process, fractionate, store or otherwise handle o0il, natural gas and
other petroleum products.

- FERC regulation and a changing regulatory environment could affect our
cash flow.

- A natural disaster, catastrophe or other interruption event involving us
could result in severe personal injury, property damage and environmental
damage, which could curtail our operations and otherwise adversely affect
our assets and cash flow.
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CONFLICTS OF INTEREST RISKS

- E1 Paso Corporation and its subsidiaries have conflicts of interest with
us and, accordingly, you.

- Because we depend upon El Paso Corporation and its subsidiaries for
employees to manage our business and affairs, a decrease in the
availability of employees from El Paso Corporation and its subsidiaries
could adversely affect us.

- Due to our significant relationships with E1l Paso Corporation, adverse
developments concerning E1l Paso Corporation could adversely affect us,
even if we have not suffered any similar developments.

- Our general partner and its affiliates may sell units or other limited
partner interests in the trading market, which could reduce the market
price of common units.

- Our partnership agreement purports to limit our general partner's
fiduciary duties and certain other obligations relating to us.

- Cash reserves, expenditures and other matters within the discretion of
our general partner may affect distributions to unitholders.

RISKS INHERENT IN AN INVESTMENT IN OUR SECURITIES

- Unitholders have limited voting rights and do not control our general
partner.

- We may issue additional securities, which will dilute interests of
unitholders and may adversely affect their voting power.

- Our general partner has anti-dilution rights.

- Unitholders may not have limited liability in certain circumstances,
including potentially having liability for the return of wrongful
distributions.

- Our general partner has a limited call right that may require unitholders
to sell their limited partner interests at an undesirable time or price.

- Our existing units are, and potentially any limited partner interests we
issue in the future will be, subject to restrictions on transfer.

- The terms on which we are able to obtain additional capital may be
adversely affected while our Series F convertible units (and other
securities convertible into or exercisable for common units) are
outstanding because of the uncertainty and potential dilutive effect
related to conversion or exercise of our Series F convertible units and
other derivative securities.

- All of our Series F convertible units were acquired by one investor, and
assuming that investor retains a substantial portion of the Series F
convertible units and converts them to common units, that investor could
own more than 19 percent of our outstanding common units. In the future,
that investor may acquire additional common units or dispose of some or
all of its common units. If that investor were to dispose of a
substantial portion of its common units in the trading markets, it could
reduce the market price of our common units.

RISKS RELATED TO OUR LEGAL STRUCTURE
- The interruption of distributions to us from our subsidiaries and joint
ventures may affect our ability to make cash distributions to our

unitholders.

- We cannot cause our joint ventures to take or not to take certain actions
unless some or all of our joint venture participants agree.
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- We do not have the same flexibility as other types of organizations to
accumulate cash and equity to protect against illiquidity in the future.

- Changes of control of our general partner may adversely affect you.
TAX RISKS

- We have not received a ruling or assurances from the IRS with respect to
our classification as a partnership.

- Our tax treatment depends on our partnership status and if the IRS treats
us as a corporation for tax purposes, it would adversely affect
distributions to our unitholders.

- We maintain uniformity of our limited partner interests through
nonconforming depreciation conventions.

- Unitholders can only deduct certain losses.

- Unitholders' partnership tax information may be audited.

- Unitholders' tax liability resulting from an investment in our limited
partner interests could exceed any cash unitholders receive as a
distribution from us or the proceeds from dispositions of those

securities.

- Tax-exempt organizations and certain other investors may experience
adverse tax consequences from ownership of our securities.

- We are registered as a tax shelter. Any IRS audit which adjusts our
returns would also adjust each unitholder's returns.

- Unitholders may have negative tax consequences if we default on our debt
or sell assets.

- We will treat each investor in the 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.

- You will likely be subject to state and local taxes in states where you
do not live as a result of an investment in our units.
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TAX CONSIDERATIONS

The tax consequences to you of an investment in common units will depend in
part on your own tax circumstances. For a discussion of the principal federal
income tax considerations associated with our operations and the purchase,
ownership and disposition of common units, please read "Income Tax
Considerations" beginning on page 38 of the accompanying base prospectus dated
February 7, 2002 and beginning on page 33 of the accompanying base prospectus
dated July 25, 2003. You are urged to consult your own tax advisor about the
federal, state and local tax consequences peculiar to your circumstances.

We estimate that if you purchase a common unit in this offering and hold
the unit through the record date for the distribution with respect to the final
calendar quarter of 2005 (assuming quarterly distributions on the common units
with respect to that period are equal to the current announced quarterly
distribution rate of $0.70 per common unit), you will be allocated an amount of
federal taxable income for that period that will be less than 20 percent of the
amount of cash distributed to you with respect to that period.

This estimate is based upon many assumptions regarding our business and
operations, including assumptions as to tariffs, capital expenditures, cash
flows and anticipated cash distributions. This estimate and the underlying
assumptions are subject to, among other things, numerous business, economic,
regulatory, competitive and political uncertainties beyond our control and to
tax reporting positions that we have adopted. The Internal Revenue Service could
disagree with our tax reporting positions, including estimates of the relative
fair market values of our assets and the validity of certain allocations.
Accordingly, we cannot assure you that the estimate will be correct. The actual
percentage of distributions that will constitute taxable income could be higher
or lower, and any differences could be material and could materially affect the
value of the common units.

Ownership of common units by tax-exempt entities, regulated investment
companies and foreign investors raises issues unique to such persons. Please
read "Income Tax Considerations -- Tax Exempt Organizations and Certain Other
Investors" beginning on page 50 of the accompanying base prospectus dated
February 7, 2002 and beginning on page 46 of the accompanying base prospectus
dated July 25, 2003.
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USE OF PROCEEDS

We estimate that we will receive net cash proceeds from this offering
(after payment of offering expenses) of approximately $179.2 million, assuming
an offering price of $41.71 per unit, which was the closing price of our common
units on October 9, 2003. We plan to use the net cash proceeds from this
offering to temporarily reduce indebtedness under our revolving credit facility.
We will not receive any proceeds from any exercise of the underwriters'
over-allotment option because the common units satisfying that exercise will be
sold by a subsidiary of El1 Paso Corporation.

In connection with the completion of this offering, we will also receive a
contribution, either in cash or assets, of approximately $1.8 million (assuming
an offering price of $41.71 per unit) from our general partner to maintain its
one percent general partner interest.

As of June 30, 2003, the outstanding balance under our revolving credit
facility was $415 million, bearing interest at an average rate of 3.43%. Our
revolving credit facility matures September 2006. During the last twelve months,
we used proceeds of our revolving credit facility for general partnership
purposes, including:

- acquiring and constructing pipelines, platforms and related
infrastructure facilities and funding working capital;

- redeeming Series B preference units held by a subsidiary of E1l Paso
Corporation; and

- to pay fees and expenses related to debt and equity offerings and
transaction fees for the November 2002 San Juan acquisition.
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CAPITALIZATION
The following table sets forth as of June 30, 2003:
- our consolidated historical capitalization;

- our consolidated capitalization on a pro forma basis to give effect to
(1) our July 2003 issuance of $250 million in principal amount of 6 1/4%
senior notes due 2010 and use of the net cash proceeds of $245.1 million
to repay our $160 million senior secured GulfTerra Holding term credit
facility and to temporarily reduce indebtedness under our revolving
credit facility, (2) our August 2003 issuance of 507,228 common units for
net cash proceeds of $19.7 million and the use of the net cash proceeds
to temporarily reduce indebtedness under our revolving credit facility
and the contribution of $0.2 million of our outstanding Series B
preference units from our general partner to maintain its one percent
general partner interest, (3) our October 2003 issuance of 3,000,000
common units for net cash proceeds of $111.5 million in connection with
the sale of a 9.9 percent membership interest in our general partner to
Goldman Sachs and the cash contribution of approximately $1.1 million
from our general partner to maintain its one percent general partner
interest, (4) the use of the net cash proceeds from (3) and pro forma
borrowings of $39.3 million under our revolving credit facility to redeem
all of our outstanding Series B preference units at a seven percent
discount, and (5) the allocation of the seven percent discount on
redemption of the Series B preference units (a) one percent to the
general partner ($0.1 million) capital account and (b) the remainder
proportionately among the Series C ($1.9 million) and the common ($9.4
million) unitholder capital accounts; and

- our pro forma consolidated capitalization as adjusted, assuming an
offering price of $41.71 per unit, to reflect (1) the net cash proceeds
of approximately $179.2 million we expect to receive from this offering,
(2) the contribution of approximately $1.8 million (assumed to be in
cash) from our general partner to maintain its one percent general
partner interest and (3) the use of the net cash proceeds from (1) and
(2) to temporarily reduce indebtedness under our revolving credit
facility.

The table should be read in conjunction with our consolidated financial
statements and the notes to those financial statements that are incorporated by
reference in this prospectus supplement.

AS OF JUNE 30, 2003 ----------mmmmmmmmmmm oo
------- PRO FORMA ACTUAL PRO FORMA AS ADJUSTED ---
e e o (UNAUDITED) (IN
THOUSANDS) CASH AND CASH
EQUIVALENTS. .. ittt it s st e e s e s $

17,653 $ 17,653 $ 17,653
========== LONG-TERM BORROWINGS INCLUDING CURRENT
PORTION: Revolving credit
facility. ..o i e e $
415,146 $ 349,630 $ 168,602 GulfTerra Holding term
credit facility..........oovvivinnn 160,000 -- --
Senior secured term loan due
2007 . 0 e e s 157,500 157,500
157,500 Senior notes due
20 --

2009, .. s 175,000 175,000
175,000 Senior subordinated notes due
2010, .. e e s 300,000 300,000
300,000 Senior subordinated notes due
20 484,046 484,046
484,046 Senior subordinated notes due
2002, e 198,560 198,560
198,560 ---------- --------om —oaaoo--- Total
long-term debt...... ...
1,890,252 1,914,736 1,733,708 -------mon —moooo--
R PARTNERS' CAPITAL: Series B
preference unitholders(1).........ovvvviiinnn,

163,570 -- -- Common
UNItholders(2) . v vt e it et
602,353 742,946 922,164 Series C
unitholders. ... ..ot e
346,792 348,720 348,720 General
pPartner. ... e i e s
10,240 11,680 13,490 Accumulated other
comprehensive 10SS......c.ovvinvinrnnnnnss (11, 065)

(11,065) (11,065) =-=--=-=m=m mmmmmmmmme meeeaoo
Total partners'

capital. . ... e 1,111,890

1,092,281 1,273,309 ---------- ---------- oo --



capitalization......... it
$3,002,142 $3,007,017 $3,007,017 ==========

(1) The actual liquidation value of the Series B preference units was
approximately $167 million at the October redemption due to accumulated
distributions. We borrowed an additional $4 million under our revolving
credit facility to consummate the transaction, which is not reflected in the
pro forma amounts.

(2) Includes amounts allocated to the Series F convertible units.
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PRICE RANGE OF COMMON UNITS AND DISTRIBUTIONS

As of October 5, 2003 we had 53,533,649 common units outstanding. The
common units are traded on the NYSE under the symbol "GTM."(1) The following
table sets forth the high and low sales prices for the common units in each
quarter, as reported by the NYSE, and the declared cash distributions for the
common units in each quarter. The last reported sale price of common units on
the NYSE on October 9, 2003 was $41.71 per unit.

PRICE RANGE PER CASH COMMON UNIT

DISTRIBUTIONS ----------mmommamn PER

COMMON HIGH LOW UNIT(2) ---- --- -----

-------- 2003 Fourth quarter (through

October 9)........... $42.120 $39.750
N/A(3) Third

gquarter. ... s e
40.469 37.016 $0.7000 Second
quarter. ... ... i i e s
38.000 30.960 0.6750 First
[0 = o > o
32.590 27.820 0.6750 2002 Fourth
gquarter. .. oo s
$32.700 $26.000 $0.6750 Third
[0 = o =
35.800 20.500 0.6500 Second
[0 = o >
38.680 29.990 0.6500 First
gquarter. . ... i i s
38.540 31.650 0.6250 2001 Fourth
[0 = Y gl o >
$42.100 $30.750 $0.6125 Third
quarter. . . i i s e
40.450 30.800 0.5750 Second
[0 = o=
35.500 29.570 0.5750 First
gquarter. . ..o e e e

(1) Effective May 15, 2003, our NYSE symbol changed from "EPN" to "GTM" in
connection with our name change.

(2) Represents cash distributions per unit declared and paid in the quarter.

(3) The cash distribution for the fourth quarter has been neither declared nor
paid.

S-16



SUMMARY HISTORICAL AND PRO FORMA CONSOLIDATED FINANCIAL DATA

Presented below is our consolidated historical financial data as of and for
each of the periods indicated. The annual consolidated financial data set forth
below for each of the two fiscal years in the period ended December 31 2002 was
derived from our audited consolidated financial statements included in our
Annual Report on Form 10-K for the year ended December 31, 2002, which is
incorporated in this prospectus by reference. The June 30, 2002 and 2003 data
was derived from our unaudited quarterly financial statements included in our
Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2003,
which is incorporated in this prospectus by reference. Prospective purchasers of
common units should read the following information together with our historical
financial statements and related notes contained in our Annual Report on Form
10-K for the year ended December 31, 2002 which are incorporated in this
prospectus by reference. The prior period information also includes
reclassifications which were made to conform to the current period presentation.

The unaudited pro forma as adjusted consolidated financial data includes (1)
our July 2003 issuance of $250 million in principal amount of 6 1/4% senior
notes due 2010 and use of the net cash proceeds of $245.1 million to repay our
$160 million senior secured GulfTerra Holding term credit facility and to
temporarily reduce indebtedness under our revolving credit facility, (2) our
August 2003 issuance of 507,228 common units for net cash proceeds of $19.7
million and the contribution of $0.2 million of our outstanding Series B
preference units from our general partner to maintain its one percent general
partner interest, (3) our October 2003 issuance of 3,000,000 common units for
net cash proceeds of $111.5 million in connection with the sale of a minority
interest in our general partner to Goldman Sachs and the cash contribution of
approximately $1.1 million from our general partner to maintain its one percent
general partner interest, (4) the use of the net cash proceeds from (3) and pro
forma borrowings of $39.3 million (we borrowed approximately $43 million as the
actual liquidation value of the Series B preference units was approximately $167
million at the October redemption due to accumulated distributions to the
redemption date -- the additional $4 million borrowed is not reflected in the
pro forma amount) under our revolving credit facility to redeem all 123,865 of
our outstanding Series B preference units at a seven percent discount, (5) the
allocation of the seven percent discount on redemption of the Series B
preference units (a) one percent to the general partner ($0.1 million) capital
account and (b) the remainder proportionately among the Series C ($1.9 million)
and common ($9.4 million) unitholder capital accounts, (6) the net cash proceeds
of approximately $179.2 million we expect to receive from this offering
(assuming an offering price of $41.71 per unit), (7) the contribution of
approximately $1.8 million (assumed to be in cash) from our general partner to
maintain its one percent general partner interest, (8) the use of the net cash
proceeds from (2), (6) and (7) to temporarily reduce indebtedness under our
revolving credit facility, (9) the net reduction in interest expense resulting
from the transactions in (1) through (8) above, and (10) the increase in loss
due to the write-off of debt issuance costs associated with our repayment of the
GulfTerra Holding term credit facility.

(IN THOUSANDS, EXCEPT PER UNIT AMOUNTS) PRO FORMA AS
ADJUSTED SIX YEARS ENDED SIX MONTHS ENDED MONTHS
ENDED DECEMBER 31, JUNE 30, JUNE 30, ---------------

----------- (UNAUDITED) (UNAUDITED) Operating
revenues Natural gas pipelines and

plants. .......covviiiinnnnnn $100, 683 $357,581
$135,555 $396,706 $396,706 0il and NGL
10giStiCS . v it it e s 32,327
48,173 18,576 149,886 149,886 Natural gas
L] o1 L= 19,373
28,602 9,855 22,477 22,477 Platform
SEBIVICES . ittt it it i s

15,385 16,672 9,627 10,483 10,483 Other,

25,638 16,890 8,420 9,483 9,483 -------- -------- --
---------------------- 193,406 467,918 182,033
589,035 589,035 Operating expenses Cost of natural

S et ettt 51,542
119,347 39,501 298,047 298,047 Operating and
MaintenanCe. . ... i ittt it i e 33,279
115,162 43,693 89,195 89,195 Depreciation, depletion
and amortization............... 38,699 72,126 30,665
48,543 48,543 (Gain) loss on long lived
assets. ... i i i e 11,367 473 (315) 257
257 -mm-eees mmeeeee emeeeee emmeeaee eeeaaa-
134,887 307,108 113,544 436,042 436,042 -------- ---
----------------------------- Operating
INCOME. it e

58,519 160,810 68,489 152,993 152,998 -------- -----
B e Other income (loss)
Earnings (loss) from unconsolidated



affiliates......... 8,449 13,639 7,373 6,303 6,303

Minority
Interest. ... e (100)
60 (5) (80) (80) Other
1T o 11
28,726 1,537 861 692 692 Interest and debt
EXPENSE . ittt e e s 41,542
83,494 33,292 66,324 65,394 Loss due to write-off of
debt issuance costs............. -- -- -- 3,762
< B <
Income from continuing
operations.......... i i 54,052 92,552
43,426 89,822 $ 89,526 ======== Income from
discontinued operations.......... ..o 1,097
5,136 4,445 -- Cumulative effect of accounting
change................... -- -- --1,690 -------- --
---------------------- Net
INCOME. . o e e e

$ 55,149 $ 97,688 $ 47,871 $ 91,512 ========




(IN THOUSANDS, EXCEPT PER UNIT AMOUNTS) PRO FORMA
AS ADJUSTED SIX YEARS ENDED SIX MONTHS ENDED
MONTHS ENDED DECEMBER 31, JUNE 30, JUNE 30, ------

e e (UNAUDITED) (UNAUDITED)
Net income allocation: Series B
unitholders. ..... ... e e $
17,228 $ 14,688 $ 7,182 $ 7,774 $ -- ========

General
partner Continuing
operations. ... ... e $
24,650 $ 42,082 $ 19,490 $ 30,716 $ 30,791
======== Discontinued
operations. . ...t e 11 51
44 -- Cumulative effect of accounting
change................. B I A
R LR T T $ 24,661 $ 42,133 $ 19,534 $
30,733 Ccommon
unitholders Continuing
OPEratioNS. . v vttt et s $
12,174 $ 34,275 $ 16,754 $ 41,614 $ 47,756
======== Discontinued
operations. ... .t e 1,086
5,085 4,401 -- Cumulative effect of accounting
change................. == == --1,340 -------- --

...................... $ 13,260 $ 39,360 $
21,155 $ 42,954
======== Series C unitholders Continuing

operations. ...t s $ --
$ 1,507 $ -- $ 9,718 $ 10,979 ======== Cumulative
effect of accounting change................. - -
1< T $-- %

1,507 $ -- $ 10,051
======== Basic earnings per common unit Income
from continuing operations................... ... $
0.35 $ 0.80 $ 0.40 $ 0.90 $ 0.88 ======== Income
from discontinued operations.............. ...,
0.03 0.12 0.11 -- Cumulative effect of accounting
change................. -- == -- 0.03 -------- ---

INCOME. .

$ 0.38 $0.92 $0.51 % 0.93
Diluted earnings per common unit
Income from continuing

operations.......oviii i $ 0.35 $0.80 %
0.40 $ 0.90 $ 0.88 ======== Income from
discontinued operations.................... 0.03
0.12 0.11 -- Cumulative effect of accounting
change................. -- == --0.03 -------- ---
————————————————————— Net
income

$ 0.38 $0.92 $0.51 % 0.93
Basic average number of common
units outstanding......... 34,376 42,814 41,297
46,024 54,031
======== Diluted average number of common units
outstanding....... 34,376 42,814 41,297 46,302
54,309

======== Distributions declared per common
unit....... .o i $ 2.3125 $ 2.6000 $ 1.2750
$ 1.3500 $ 1.3500

PRO FORMA AS ADJUSTED SIX YEARS ENDED SIX MONTHS
ENDED MONTHS ENDED DECEMBER 31, JUNE 30, JUNE 30,

(AT END OF PERIOD): Property and equipment,
net.....coiiiin it $ 917,867 $2,724,938
$1,750,684 $2,887,716 $2,887,716 Investments in

unconsolidated affiliates.......... 34,442 78,851
46,518 77,290 77,290 Total
ASSELS . ..t e e e s
1,357,420 3,130,896 2,076,006 3,254,669 3,254,669
Total
820,000 1,906,286 1,340,557 1,890,252 1,733,708
Partners'
capital. ... .. e 500, 726



949,852 632,099 1,111,890 1,273,309 OTHER
FINANCIAL DATA:

EBITDA (L) e ettt ettt ettt et et e e
$ 161,340 $ 266,872 $ 119,497 $ 214,496 $ 214,496
Cash flow from
operations........... . i, 87,384
176,000 61,601 134,166 NA Capital expenditures
included in investing
activities. ... i e e
536,761 1,367,397 821,484 207,011 207,011

(1) For a reconciliation of EBITDA to cash flow from operations and net income,
please see "Overview of Management's Discussion and Analysis of Financial
Condition and Results of Operations."
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OVERVIEW OF MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Overview of Management's Discussion and Analysis of Financial
Condition and Results of Operations section summarizes information from our 2002
Annual Report on Form 10-K and from our Quarterly Report on Form 10-Q for the
calendar quarter ended June 30, 2003, as well as from the other documents
incorporated by reference into this prospectus. You should read carefully the
documents incorporated by reference in this prospectus.

LIQUIDITY AND CAPITAL RESOURCES

The ability to execute our growth strategy and complete our projects
depends upon our access to the capital necessary to fund the projects and
acquisitions. Our success with capital raising efforts, including the formation
of joint ventures to share costs and risks, continues to be the critical factor
which determines how much we actually spend. We believe our access to capital
resources is sufficient to meet the demands of our current and future operating
growth needs and, although we currently intend to make the forecasted
expenditures discussed below, we may adjust the timing and amounts of projected
expenditures as necessary to adapt to changes in the capital markets.

CAPITAL RESOURCES

Our announced strategy for 2003 is to continue to finance or re-finance our
growth with 50 percent equity to ensure a sound capital structure. In
furtherance of this strategy, we completed four equity offerings in the second
and third quarters of 2003, issuing 6,226,109 common units and 80 Series F
convertible units for net cash proceeds of approximately $201.4 million. We used
the net proceeds of these offerings to temporarily repay indebtedness under our
revolving credit facility and for general partnership purposes. We also issued
3,000,000 common units in October 2003 in connection with E1 Paso Corporation's
sale of a 9.9 percent interest in our general partner. We used our net proceeds
of $111.5 million from that offering, together with borrowings of $43 million
under our revolving credit facility, to redeem all of our outstanding Series B
preference units.

In March 2003, we issued $300 million in principal amount of our 8 1/2%
senior subordinated notes due 2010. We used the net cash proceeds of
approximately $293.5 million to repay all indebtedness outstanding under our
$237.5 million senior secured acquisition term loan entered into as part of our
November 2002 San Juan assets acquisition and temporarily reduce indebtedness
outstanding under our revolving credit facility.

In July 2003, we issued $250 million in principal amount of our 6 1/4%
senior notes due 2010. We used the net proceeds of approximately $245.1 million
to repay a $160 million term loan and reduce indebtedness under our revolving
credit facility.

In September 2003 we renewed our revolving credit facility to extend the
maturity date to September 2006 and increase the commitment amount under that
facility to $760 million.

SERIES B PREFERENCE UNITS. In August 2000, we issued 170,000 Series B
preference units with a value of $170 million to acquire the Petal and
Hattiesburg natural gas storage businesses from a subsidiary of El Paso
Corporation. In October 2001, we redeemed $50 million in liquidation value of
our Series B preference units and during 2003, in lieu of a cash contribution,
our general partner contributed to us, and we retired, approximately $2 million
in liquidation value, to maintain its one percent general partner interest. In
October 2003 we redeemed all of our remaining outstanding Series B preference
units for $156 million. The Series B preference units accrued distributions in a
non-cash manner at an effective interest rate of 10.25% per year and had accrued
to $167 million as of October 3, 2003. The Series B preference units were
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entitled to receive preferred cash interest at a rate of 12% on the fully
accrued amount beginning in the fourth quarter of 2010.

SERIES C UNITS. In connection with our acquisition of the San Juan assets
in November 2002, we issued to a subsidiary of E1 Paso Corporation 10,937,500 of
our Series C units, a class of our limited partner interests, at a price of $32
per unit, $350 million in the aggregate. The Series C units are similar to our
existing common units, except that the Series C units are non-voting limited
partnership interests. The holder of Series C units has the right at any time to
cause us to propose a vote of our common unitholders as to whether the Series C
units should be converted into common units. If our common unitholders approve
the conversion, then each Series C unit will convert into a common unit. If our
common unitholders do not approve the conversion within 120 days after the vote
is requested, then the distribution rate for the Series C unit will increase to
105 percent of the common unit distribution rate in effect from time to time.
Thereafter, the Series C unit distribution rate can increase on April 30, 2004
to 110 percent of the common unit distribution rate and on April 30, 2005 to 115
percent of the common unit distribution rate.

SERIES F CONVERTIBLE UNITS. In connection with our public offering of
1,118,881 common units in May 2003, we issued 80 Series F convertible units.
Each Series F convertible unit is comprised of two separate detachable
units -- a Series F1 convertible unit and a Series F2 convertible unit -- that
have identical terms except for vesting and termination dates and the number of
underlying common units into which they may be converted. The Series F1 units
are convertible into up to $80 million of common units anytime after August 12,
2003, and until March 29, 2004 (subject to defined extension rights). The Series
F2 units are convertible into up to $40 million of common units provided at
least $40 million of Series F1 convertible units are converted prior to their
termination. The Series F2 units terminate on March 30, 2005 (subject to defined
extension rights). The price at which the Series F convertible units may be
converted to common units is equal to the lesser of the prevailing price (as
defined below), if the prevailing price is equal to or greater than $35.75 or
the prevailing price minus the product of 50 percent of the positive difference,
if any, of $35.75 minus the prevailing price. The prevailing price is equal to
the lesser of (1) the average closing price of our common units for the 60
business days ending on and including the fourth business day prior to our
receiving notice from the holder of the Series F convertible units of their
intent to convert them into common units; (2) the average closing price of our
common units for the first seven business days of the 60 day period included in
(1); or (3) the average closing price of our common units for the last seven
business days of the 60 day period included in (1). If they had been eligible
for conversion, the price at which the Series F convertible units could have
been converted to common units, based on the previous 60 business days at June
30, 2003 and August 7, 2003 was $29.67 and $36.15. The Series F units may be
converted into a maximum of 8,329,679 common units. Holders of Series F units
are not entitled to vote or to receive distributions. The value associated with
the Series F convertible units is included in partners' capital as a component
of common units.

In August 2003, we amended the terms of the Series F convertible units to
permit the holder to elect a "cashless" exercise -- that is, an exercise where
the holder gives up common units with a value equal to the exercise price rather
than paying the exercise price in cash. If the holder so elects, we have the
option to settle the net position by issuing common units or, if the settlement
price per unit is above $26 per unit, paying the holder an amount of cash equal
to the market price of the net number of units.

FORECASTED EXPENDITURES

We estimate our forecasted expenditures based upon our strategic operating
and growth plans, which are also dependent upon our ability to produce or
otherwise obtain the capital necessary to accomplish our operating and growth
objectives. These estimates may change due to factors beyond our control, such
as weather related issues, changes in supplier prices or poor

S-20



economic conditions. Further, estimates may change as a result of decisions made
at a later date, which may include acquisitions, scope changes or decisions to
take on additional partners. Our projection of expenditures for the quarters
ended June 30 and March 31, 2003, as presented in our 2002 Annual Report on Form
10-K, were $92 million and $120 million; however, our actual expenditures for
those periods were approximately $125 million and $80 million.

The table below depicts our estimate of projects and capital maintenance
expenditures through June 30, 2004. These expenditures are net of anticipated
project financings, contributions in aid of construction and contributions from
joint venture partners, including our joint venture with Valero for the
development of our Cameron Highway o0il pipeline project and related project
financing to fund a portion of the construction costs. We expect to be able to
fund these forecasted expenditures from the combination of operating cash flow
and funds available under our revolving credit facility and other financing
arrangements. Actual results may vary from these projections.

----------------- NET
TOTAL SEPTEMBER 30,
DECEMBER 31, MARCH 31,
JUNE 30, FORECASTED 2003
2003 2004 2004
EXPENDITURES ------------

-------------------- (IN
MILLIONS) Net Forecasted
Capital Project
Expenditures...... $65
$70 $13 $14 $162 --- ---
--- --- ---- Other
Forecasted Capital
Expenditures..............
12 8 18 13 51 --- --- ---
--- ---- Total Forecasted
Expenditures..............
$77 $78 $31 $27 $213 ===



DEBT REPAYMENT AND OTHER OBLIGATIONS

The following table presents the timing and amounts of our debt repayment
and other obligations as of June 30, 2003 that we believe could affect our
liquidity (in millions):

DEBT REPAYMENT AND OTHER
LESS THAN AFTER 5
OBLIGATIONS 1 YEAR 1-3
YEARS 3-5 YEARS YEARS
TOTAL = =--mmmmmmememeae

- Revolving credit
facility(1)...............
$ --$ -- $415 $ -- $ 415

GulfTerra Holding term
credit
facility(2)........ --
160 -- -- 160 Senior
secured term loan.... 5
10 143 -- 158 10 3/8%
senior subordinated notes
issued May 1999, due June
2009. ... i --
-- -- 175 175 8 1/2%
senior subordinated notes
issued March 2003, due
June 2010............. --
-- -- 300 300 8 1/2%
senior subordinated notes
issued May 2001, due June
2011, . --
-- -- 250 250 8 1/2%
senior subordinated notes
issued May 2002, due June
2011, ... e --
-- -- 230 230 10 5/8%
senior subordinated notes
issued November 2002, due
December 2012... -- -- --
200 200 wWilson natural
gas storage facility
operating

T Total
debt repayment and other
obligations.......... $
10 $180 $569 $1,155
$1,914

(1) In September 2003 we renewed our revolving credit facility to extend the
maturity date to September 2006 and increased the commitment amount under
that facility to $700 million.

(2) We repaid this loan in July 2003 with the proceeds of our $250 million
6 1/4% senior notes due 2010.

CREDIT DOCUMENTS

CREDIT FACILITY. Our credit facility consists of two parts: a $700 million
revolving credit facility maturing in September 2006 and a $160 million senior
secured term loan maturing in 2007. Our credit facility is guaranteed by us and
all of our subsidiaries, except for our unrestricted subsidiaries, and our
general partner, and collateralized with substantially all of our assets
(excluding the assets of our unrestricted subsidiaries) and our general
partner's general and administrative services agreement. The interest rate we
are charged on our credit facility is determined using one of two indices that
include (1) a variable base rate (equal to the greater of the prime rate as
determined by JPMorgan Chase Bank, the federal funds rate plus 0.5% or the
Certificate of Deposit (CD) rate as determined by JPMorgan Chase Bank increased
by 1.00%) or (2) LIBOR.

Our credit facility contains covenants that include restrictions on our and
our subsidiaries' ability to incur additional indebtedness or liens, sell
assets, make loans or investments, acquire or be acquired by other companies and
amend some of our contracts, as well as requiring maintenance of certain
financial ratios. Failure to comply with the provisions of any of these






covenants could result in acceleration of our debt and other financial
obligations and that of our subsidiaries and restrict our ability to make
distributions to our unitholders.

As of June 30, 2003, we had $415 million outstanding on our revolving
credit facility with an average interest rate of 3.43%. The total amount
available to us at June 30, 2003 under this facility was $155 million. As of
June 30, 2003, we had $157.5 million outstanding under our senior secured term
loan with an average interest rate of 4.75%.

SENIOR NOTES. In July 2003, we issued $250 million in aggregate principal
amount of 6 1/4% senior notes due June 2010. We used the net proceeds of
approximately $245.1 million, net of issuance costs, to repay $160 million of
indebtedness under the GulfTerra Holding term credit facility and to temporarily
repay $85.1 million of the balance outstanding under our revolving credit
facility. The interest on our senior notes is payable semi-annually in June and
December with the principal maturing in June 2010. Our senior notes are
unsecured obligations that rank senior to all our existing and future
subordinated debt and equally with all of our existing and future senior debt,
although they are effectively junior in right of payment to all of our existing
and future senior secured debt to the extent of the collateral securing that
debt.

We may redeem some or all of our senior notes, at our option, at any time
with at least 30 days notice at a price equal to the greater of (1) 100 percent
of the principal amount plus accrued interest, or (2) the sum of the present
value of the remaining scheduled payments plus accrued interest. In September
2003, we filed an exchange offer registration statement relating to the senior
notes with the SEC.

SENIOR SUBORDINATED NOTES. Each issue of our senior subordinated notes is
subordinated in right of payment to all existing and future senior debt,
including our existing credit facility and the senior notes we issued in July
2003.

In March 2003, we issued $300 million in aggregate principal amount of
8 1/2% senior subordinated notes. The interest on those notes is payable
semi-annually in June and December, and the notes mature in June 2010. We used
the proceeds of approximately $293 million, net of issuance costs, to repay
$237.5 million of indebtedness under our senior secured acquisition term loan
and to temporarily repay $55.5 million of the balance outstanding under our
revolving credit facility. We may, at our option, prior to June 1, 2006, redeem
up to 33 percent of the originally issued aggregate principal amount of these
notes at a redemption price of 108.50 percent of the principal amount. We may
redeem all or part of these notes at any time on or after June 1, 2007. The
redemption price on that date is 104.25 percent of the principal amount,
declining annually until it reaches 100 percent of the principal amount.

In July 2003, to achieve a better mix of fixed rate debt and variable rate
debt, we entered into an eight-year interest rate swap agreement to provide for
a floating interest rate on $250 million of our 8 1/2% senior subordinated
notes, of which $480 million in principal amount are outstanding. With this swap
agreement, we will pay the counterparty a LIBOR based interest rate plus a
spread of 4.20% and receive a fixed rate of 8 1/2%. We are accounting for this
derivative as a fair value hedge under SFAS 133.

RESTRICTIVE PROVISIONS OF SENIOR AND SENIOR SUBORDINATED NOTES. Our senior
and senior subordinated notes include provisions that, among other things,
restrict our ability and the ability of our subsidiaries (excluding our
unrestricted subsidiaries) to incur additional indebtedness or liens, sell
assets, make loans or investments, acquire or be acquired by other companies,
and enter into sale and lease-back transactions, as well as requiring
maintenance of certain financial ratios. Failure to comply with the provisions
of these covenants could result in acceleration of our debt and other financial
obligations and that of our subsidiaries in addition to restricting our ability
to make distributions to our unitholders. Many restrictive covenants associated
with our senior notes will effectively be removed following a period of 90
consecutive days during which they are rated Baa3 or higher by Moody's or BBB-
or higher by S&P, and some of the more
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restrictive covenants associated with some (but not all) of our senior
subordinated notes will be suspended should they be similarly rated.

CASH FROM OPERATING ACTIVITIES

Net cash provided by operating activities was $176.0 million for the year
ended December 31, 2002, compared to $87.4 million for the same period in 2001.
The increase was primarily attributable to operating cash flows generated by our
acquisitions of the Chaco plant in October 2001, the remaining 50 percent
interest in Deepwater Holdings that we did not already own in October 2001, the
EPN Holding assets in April 2002 and the San Juan assets in November 2002. This
increase was partially offset by lower cash distributions in 2002 from Poseidon,
an unconsolidated affiliate.

Net cash provided by operating activities was $134.2 million for the six
months ended June 30, 2003, compared to $61.6 million for the same period in
2002. The increase was attributable to operating cash flows generated by our
April 2002 acquisition of the EPN Holding assets and the November 2002
acquisition of the San Juan assets.

CASH FROM INVESTING ACTIVITIES

Net cash used in investing activities was approximately $1.2 billion for
the year ended December 31, 2002. Our investing activities include our November
2002 purchase of the San Juan assets, our April 2002 purchase of the EPN Holding
assets, capital expenditures related to the expansion of our Petal natural gas
storage facility and other asset purchases and capital projects. Further
contributing to the expenditures were additions to investments in unconsolidated
affiliates relating to our Marco Polo project. These expenditures were partially
offset by proceeds from the April 2002 sale of our Prince TLP and nine percent
Prince overriding royalty interest to a subsidiary of El1 Paso Corporation and
other asset sales. The Prince assets sales are reflected as net cash provided by
investing activities of discontinued operations in our statement of cash flows.

Net cash used in investing activities was approximately $204.0 million for
the six months ended June 30, 2003. Our investing activities include capital
expenditures related to the construction of the Marco Polo pipelines, the
Cameron Highway o0il pipeline, and the Falcon Nest platform.

CASH FROM FINANCING ACTIVITIES

Net cash provided by financing activities was approximately $1.1 billion
for the year ended December 31, 2002. During 2002, our cash provided by
financing activities included the issuances of long-term debt and common units,
as well as borrowings under our credit facility, GulfTerra Holding term credit
facility, senior secured term loan and senior secured acquisition term loan.
Cash used in our financing activities included repayments on our GulfTerra
Holding term credit facility, our credit facility and other financing
obligations, as well as distributions to our partners.

Net cash provided by financing activities was approximately $51.4 million
for the six months ended June 30, 2003. During 2003, our cash provided by
financing activities included issuances of long-term debt and offerings of
common units and convertible units. Cash used in our financing activities
included repayments on our senior secured acquisition term loan, our revolving
credit facility and other financing obligations, as well as distributions to our
partners.

ACQUISITIONS AND CONSTRUCTION PROJECTS
ACQUISITIONS
SAN JUAN ASSETS. 1In November 2002, we acquired the San Juan assets from
subsidiaries of E1 Paso Corporation for $782 million, $766 million after

adjustments for capital expenditures and
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working capital. The acquired assets include a natural gas gathering system
located in the San Juan Basin of New Mexico, including E1 Paso Corporation's
remaining interests in the Chaco cryogenic natural gas processing plant; NGL
transportation and fractionation assets located in Texas; and an o0il and natural
gas gathering system located in the deeper water regions of the Gulf of Mexico.

EPN HOLDING ASSETS. 1In April 2002, we acquired from subsidiaries of E1
Paso Corporation, midstream assets located in Texas and New Mexico, including
one of the largest intrastate pipeline systems in Texas based on miles of pipe.
We acquired the EPN Holding assets for $735 million, $752 million after
adjustments for capital expenditures and working capital.

CONSTRUCTION PROJECTS
We are currently constructing, among others, the following projects:

CAPITAL EXPENDITURES --

- AS OF CAPACITY
FORECASTED JUNE 30,
2003 ----mmmmmeeoea-

---- NATURAL EXPECTED
TOTAL(1) GULFTERRA(2)
TOTAL(1) GULFTERRA(2)

OIL GAS COMPLETION ----

MILLIONS) (MBBLS/D)
(MMCF/D) Wholly-owned
Medusa Natural Gas
Pipeline................
$28 $26 $22 $22 -- 160
Fourth Quarter 2003
Marco Polo Natural Gas
and 0il
Pipelines...........
101 84 33 33 120 400
First Quarter 2004
Phoenix Gathering
System.. 66 60 2 2 --
450 Second Quarter 2004
Joint Venture Marco
Polo Tension Leg
Platform(3).............
224 33 161 33 120 300
Fourth Quarter 2003
Cameron Highway 0il
Pipeline(4).........o....
458 85 99 99 500 --
Third Quarter 2004

(1) Includes 100% of costs and is not reduced for anticipated contributions in
aid of construction, project financings and contributions from joint venture
partners. We expect to receive from a subsidiary of El Paso Corporation $3.1
million for our Phoenix project. We have received $17.5 million for the
Marco Polo pipeline, $3 million for Phoenix and $2 million for Medusa from
subsidiaries of E1 Paso Corporation.

(2) GulfTerra expenditures are net of anticipated or received contributions in
aid of construction, project financings and contributions from joint venture
partners to the extent applicable.

(3) Forecasted expenditures increased during the first quarter of 2003 due to
increases in gas processing capacity (from 250 to 300 MMcf/d) and oil
processing capacity (from 100 to 120 MBbls/d) and a higher builder's risk
insurance cost.

(4) In July 2003, we sold a 50 percent interest in Cameron Highway to Valero
Energy Corporation. Valero paid us approximately $70 million at closing,
including $51 million representing 50 percent of the capital investment
expended through that date.

PROJECTS ANNOUNCED IN 2003

SAN JUAN OPTIMIZATION PROJECT. In May 2003, we announced the approval of a
$43 million project relating to our San Juan Basin assets. The project is



expected to be completed in stages through 2006. The project is expected to
result in a 130 million cubic feet per day, or MMcf/d, increase in capacity,
added compression to the Chaco processing facility and increased market
opportunities through a new interconnect at the tailgate of the Chaco processing
facility. As of June 30, 2003, we have spent approximately $0.6 million related
to this project.

FRONT RUNNER DOWNSTREAM OIL PIPELINE PROJECT. 1In September 2003, we
announced that Poseidon, our 36 percent owned joint venture, entered into an
agreement for the movement of crude oil from the Front Runner Field. Poseidon
will construct, own and operate the $28 million
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project, which will connect the Front Runner Field with Poseidon's existing
system at Ship Shoal Block 332. The new 36 mile, 14-inch pipeline is expected to
be operational by the middle of 2004 and have a capacity of 65 thousand barrels
per day, or MBbls/d.

PETAL EXPANSION PROJECT. In September 2003, we entered into a nonbinding
letter of intent with Southern Natural Gas Company, a subsidiary of E1l Paso
Corporation, regarding the proposed development and sale of a natural gas
storage cavern and the proposed sale of an undivided interest in a pipeline and
other facilities related to that natural gas storage cavern. The new storage
cavern would be located at our storage complex near Hattiesburg, Mississippi. If
Southern Natural Gas determines that there is sufficient market interest, it
would purchase the land and mineral rights related to the proposed storage
cavern and would pay our costs to construct the storage cavern and related
facilities. Upon completion of the storage cavern, Southern Natural Gas would
acquire an undivided interest in our Petal pipeline connected to the storage
cavern. We would also enter into an arrangement with Southern Natural Gas under
which we would operate the storage cavern and pipeline on its behalf.
Consummation of this transaction depends on, among other things, approval by the
Federal Energy Regulatory Commission and the Audit and Conflicts Committee of
our general partner's board of directors.

ONGOING PROJECTS

MEDUSA PROJECT. We are constructing the $28 million, 37-mile Medusa
natural gas pipeline extension of our Viosca Knoll gathering system with
capacity to handle 160 MMcf/d of natural gas, which is expected to be in service
in the fourth quarter of 2003. The pipeline is designed and located to gather
production from Murphy Exploration and Production Company's Medusa development
in the Gulf of Mexico. Murphy has dedicated 34,560 acres of property to this
pipeline for the life of the reserves, which means that all natural gas produced
from this acreage will flow through this pipeline. As of June 30, 2002, we have
spent approximately $22 million related to this pipeline extension, which is
currently under construction. We have received contributions in aid of
construction from a subsidiary of E1 Paso Corporation of $2 million for benefits
they expect to receive from our construction of the pipeline extension. We
expect to fund the remaining project costs through internally generated funds
and borrowings on our credit facility.

MARCO POLO PROJECT. In December 2001, we announced an agreement with
Anadarko Petroleum Corporation under which we will construct, install and own
the Marco Polo TLP with capacity to handle 120 MBbls/d of o0il and 300 MMcf/d of
natural gas. This TLP, which we expect to be in service in the fourth quarter of
2003, was designed and located to process o0il and natural gas from Anadarko
Petroleum Corporation's Marco Polo Field discovery in the Gulf of Mexico.
Anadarko has dedicated 69,120 acres of property to this TLP, including the
acreage underlying their Marco Polo Field discovery, for the life of the
reserves. Anadarko will have firm capacity of 50 MBbls/d of oil and 150 MMcf/d
of natural gas. The remainder of the platform capacity will be available to
Anadarko for additional production and/or to third parties that have fields
developed in the area. This TLP will be owned by Deepwater Gateway, L.L.C., our
50 percent owned joint venture with Cal Dive International, Inc., a leading
energy services company specializing in subsea construction and well operations.
We will operate Deepwater Gateway and the Marco Polo TLP will be operated by
Anadarko. The total cost of the project is estimated to be $224 million, or
approximately $112 million for our share. As of June 30, 2003, Deepwater Gateway
has spent approximately $161 million on this TLP and we have contributed $33
million, as our 50 percent share, to Deepwater Gateway, which amount satisfies
our funding requirement related to the Marco Polo TLP.

In August 2002, Deepwater Gateway obtained a $155 million project finance
loan from a group of commercial lenders to finance a substantial portion of the
cost to construct the Marco Polo TLP and related facilities. The loan is
collateralized by substantially all of Deepwater Gateway's assets. If Deepwater
Gateway defaults on its payment obligations under the loan, we
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would be required to pay to the lenders all distributions we or any of our
subsidiaries have received from Deepwater Gateway up to $22.5 million. As of
June 30, 2003, Deepwater Gateway had $109 million outstanding under the project
finance loan and had not paid us, our joint venture partner or any of our
subsidiaries any distributions.

In addition, we will construct and own a 36-mile, 14-inch o0il pipeline and
a 75-mile, 18 and 20-inch natural gas pipeline to support the Marco Polo TLP.
The natural gas pipeline, with a maximum capacity of 400 MMcf/d, will gather
natural gas from the Marco Polo platform in Green Canyon Block 608 and transport
it to the Typhoon natural gas pipeline in Green Canyon Block 237. We intend to
integrate the Marco Polo natural gas pipeline and the Typhoon natural gas
pipeline. The o0il pipeline will gather o0il from the Marco Polo platform to our
Allegheny pipeline in Green Canyon Block 164 with a maximum capacity of 120
MBbls/d. These pipelines are expected to be completed and placed in service in
the first quarter of 2004, and are expected to cost a total of $101 million to
construct. As of June 30, 2003, we have spent approximately $33 million on these
pipelines, which are in the development stage. Additionally, we have received
contributions in aid of construction from subsidiaries of E1l Paso Corporation
totaling $17.5 million for benefits they anticipate receiving from our
construction of the natural gas pipeline. We expect to fund the remaining
project costs through internally generated funds and borrowings under our credit
facility.

CAMERON HIGHWAY. 1In June 2003, we formed Cameron Highway O0il Pipeline
Company and contributed to this newly formed company the $458 million Cameron
Highway o0il pipeline system construction project. Cameron Highway is responsible
for building and operating the pipeline, which is scheduled for completion
during the third quarter of 2004.

In connection with the construction of the Cameron Highway oil pipeline, we
entered into producer agreements with three major anchor producers, BP
Exploration & Production Company, BHP Billiton Petroleum (Deepwater), Inc., and
Union 0il Company of California, which agreements were assigned to and assumed
by Cameron Highway. The producer agreements require construction of the 390-mile
Cameron Highway oil pipeline. We are obligated to make additional capital
contributions to Cameron Highway, to the extent that the construction costs for
the pipeline exceed Cameron Highway's capital resources, including our initial
equity contributions and proceeds from Cameron Highway's project loan facility.

In July 2003, we sold a 50 percent interest in Cameron Highway to Valero
Energy Corporation for $86 million forming a joint venture with Valero. Valero
paid us approximately $70 million at closing, including $51 million representing
50 percent of the capital investment expended through that date on the pipeline
project. In July 2003, we recognized $19 million as a gain from the sale of
long-lived assets. In addition, Valero will pay us an additional total of $16
million, $5 million to be paid once the system is completed and the remaining
$11 million by the end of 2006. We also announced the completion by the joint
venture of a $325 million non-recourse financing for the project. Cameron
Highway will be a 390-mile pipeline that will have initial capacity to deliver
up to 500 MBbls/d from the southern Green Canyon and western Gulf of Mexico
areas to refining areas of Port Arthur and Texas City, Texas. When completed,
the pipeline will be one of the largest crude o0il delivery systems in the Gulf
of Mexico, sized to handle oil movement for its initial anchor fields -- the
Deepwater Trend discoveries Holstein, Mad Dog, and Atlantis -- as well as other
Deepwater o0il discoveries. We will build and operate the pipeline, which is
scheduled for completion during the third quarter of 2004.

PHOENIX (FORMERLY KNOWN AS RED HAWK). We announced that we will build and
operate a new $66 million pipeline, now known as the Phoenix gathering system to
gather natural gas production from the Red Hawk Field located in the Garden
Banks area of the Gulf of Mexico. We have entered into related agreements with
Kerr-McGee 0il and Gas Corporation, a wholly owned subsidiary of Kerr-McGee
Corporation, and Ocean Energy, Inc., which each hold a 50 percent working
interest in the Red Hawk Field. Kerr-McGee 0il and Gas Corporation and Ocean
Energy,
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Inc. have dedicated multiple blocks at and in the proximity of the Red Hawk
Field to this pipeline for the life of the reserves, subject to certain release
provisions. The 76-mile pipeline, capable of transporting up to approximately
450 MMcf/d of natural gas, will originate in 5,300 feet of water at the Red Hawk
Field and connect to the ANR Pipeline system at Vermillion Block 397. We plan to
place the new pipeline in service during the second quarter of 2004. As of June
30, 2003, we have spent approximately $2 million related to this pipeline, which
is in the development stage. We received contributions in aid of construction
from a subsidiary of E1 Paso Corporation of $3.0 million, and expect to receive
an additional $3.1 million for benefits they expect to receive from our
construction of this pipeline. We expect to fund the remaining project costs
through internally generated funds and borrowings under our credit facility.

COMPLETED PROJECTS

PETAL EXPANSION. In June 2002, we completed a $68 million, 8.9 billion
cubic feet, or Bcf, (6.3 Bcf working capacity) expansion of our Petal natural
gas storage facility, including a withdrawal facility and a 20,000 horsepower
compression station located near Hattiesburg, Mississippi. This brings the total
working gas capacity of the Petal facility to 9.5 Bcf, of which 7 Bcf is
dedicated to a subsidiary of The Southern Company, one of the largest producers
of electricity in the United States, under a 20-year fixed-fee contract. In June
2002, we also completed a $100 million, 60-mile pipeline addition, including a
9,000 horsepower compression station, with capacity of 1.25 Bcf/d (currently
FERC-certified to 700 MMcf/d) that interconnects with the storage facility and
offers direct interconnects with the Southern Natural Gas, Transco and Destin
pipeline systems. In June 2002, the interconnects with Southern Natural Gas and
Destin were placed into service. In September 2002, the Transco interconnect was
placed in service.

FALCON NEST. 1In April 2002, we entered into an agreement to construct and
own the $57 million Falcon Nest platform, together with related pipelines, with
capacity to handle 400 MMcf/d of natural gas. Falcon Nest will process natural
gas from Pioneer Natural Resources Company's Falcon Field discovery in the Gulf
of Mexico. The platform and related pipelines were installed at Mustang Island
Block 103 in the northwest portion of the Falcon Field and commissioned in the
first quarter of 2003 and natural gas began flowing to the platform from the
Falcon Field in March 2003. Pioneer has dedicated 69,120 acres of property,
including acreage underlying its Falcon Field discovery, to this platform for
the life of the reserves.

OTHER MATTERS

As a result of current circumstances generally surrounding the energy
sector, the creditworthiness of several industry participants has been called
into question, including El Paso Corporation, the 90.1 percent owner of our
general partner. As a result of these general circumstances, we have established
an internal group to monitor our exposure to, and determine, as appropriate,
whether we should request prepayments, letters of credit or other collateral
from our counterparties. During the second quarter of 2003, we received a letter
of credit from E1 Paso Merchant Energy totaling $5.1 million regarding our
existing customer/contractual relationships with them. If these general
conditions worsen and, as a result, several industry participants file for
Chapter 11 bankruptcy protection, it could have a material adverse effect on our
financial position, results of operations or cash flows. While some industry
participants have filed for Chapter 11 bankruptcy protection during the past two
years, our exposure to these participants has not been significant. However,
based upon our review of the collectibility of accounts receivable, we increased
our allowance by $2.0 million during the second quarter of 2003. As of June 30,
2003 and December 31, 2002, our allowance was $4.5 million and $2.5 million.

During 2002, our general and administrative services allocation from El
Paso Corporation was increased as a result of the acquisition of the EPN Holding
and San Juan assets acquired and our organic growth projects. If we are unable
to obtain these services from E1l Paso
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Corporation, we could experience an increase in expense as we may not be able to
benefit from the economies of scale that E1l Paso Corporation has or to negotiate
costs as favorably as E1 Paso Corporation can.

RESULTS OF OPERATIONS

Our business activities are segregated into four distinct operating
segments:

- Natural gas pipelines and plants;

0il & NGL logistics;
- Natural gas storage; and
- Platform services.

In light of our expectation of acquiring additional natural gas pipeline
and processing assets, effective January 1, 2002, we revised and renamed our
business segments to reflect the change in composition of our operations. In
October 2001, we acquired the Chaco plant and reflected the operations of this
asset in our 0il and NGL logistics segment. With the change in our segments, we
moved the Chaco processing plant to our Natural gas pipelines and plants
segment. As a result of our sale of the Prince TLP and our nine percent
overriding interest in the Prince Field in April 2002, the results of operations
from these assets are reflected as discontinued operations in our statements of
income for all periods presented and are not reflected in our segment results
below. Beginning in 2002, operations from our o0il and natural gas production
activities are reflected in "Other."

To the extent possible, results of operations have been reclassified to
conform to the current business segment presentation, although these results may
not be indicative of the results which would have been achieved had the revised
business segment structure been in effect during those periods. Operating
revenues and expenses by segment include intersegment revenues and expenses
which are eliminated in consolidation.

We use earnings before interest, income taxes, depreciation and
amortization (EBITDA) to assess our consolidated and segment results. EBITDA is
our liquidity measure as our lenders are interested in whether we generate
sufficient cash to meet our debt obligations as they become due. Accordingly,
our revolving credit agreement and indentures utilize EBITDA to represent a
measure of the cash flows from current operations. Our equity investors
generally focus on our capacity to pay distributions or to grow our business, or
both. As a result, our ability to generate cash from operations of the business
to cover distributions, debt service, as well as to pursue
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growth opportunities, is an important measure of our liquidity. A reconciliation
of this measure to cash flows from operations for our consolidated results is as
follows:

SIX MONTHS YEARS ENDED ENDED JUNE 30,

DECEMBER 31, ------------------- -----

-------------- 2003 2002 2002 2001 ---
- ---- ---- ---- (IN THOUSANDS) Cash
Flow from Operations..............
$134,166 $ 61,601 $176,000 $ 87,384

Plus: Interest

EXPENSE. . v vt 66,324 33,292

83,494 41,542 Working capital changes,
net of effects of acquisitions and
noncash transactions..............

14,665 20,514 2,816 52,623 Gain (loss)

on sale of long-lived

(257) 315 (473) 484 Net cash payment
received from E1 Paso
Corporation.................. 4,118
3,799 7,745 7,426 Discontinued
operations of Prince
facilities...... .o --
6,508 7,201 6,561 Less: Net cash
provided by discontinued
operations. . ...t e
-- 5,037 5,244 4,968 Non-cash items on
cash flow
statement........ .. .
4,520 1,495 4,256 4,308 Non-cash hedge
gain.........ooou -- -- 411 --
Non-cash earnings related to future
payments from E1 Paso
Corporation...........coviiiiunnn --
s e- 25,404 ----mmem meemem oo




In addition, the following table reconciles segment EBITDA to net income:

SIX MONTHS YEARS ENDED ENDED JUNE
30, DECEMBER 31, ----=-----=----=

T s 2003 2002

2002 2001 ---- ---- ---- ---- (IN

THOUSANDS) Natural gas pipelines
and plants....... $156,141 $

67,292 $167,245 $ 52,152 0il and
NGL logisticS.........couivunnn.
24,497 22,784 43,347 47,560
Natural gas

storage........ .o
15,069 4,800 16,629 13,209
Platform
SEIVICES . . i v ittt ii it ienennns

206,219 115,191 256,445 143,704
Plus: Other, nonsegment

results........ 8,277 4,306
10,427 17,636 Earnings from
unconsolidated
affiliates.........cciiiiiinnnns

6,303 7,373 13,639 8,449 Income
from discontinued
operations........ ..o
-- 4,445 5,136 1,097 Cumulative
effect of accounting

change............ .. i
1,690 -- -- -- Noncash hedge
gain. ... -- -- 411

-- Noncash earnings related to
future payments from E1 Paso
Corporation...........covuvivnnnnn
-- -- -- 25,404 Less: Interest
and debt expense........ 66,324
33,292 83,494 41,542 Loss due to
write-off of debt issuance
COSES . vttt 3,762 -
- -- -- Depreciation, depletion
and
amortization...........coiiiiunnnn
48,543 30,665 72,126 34,778 Asset
impairment charge.............. -
- -- -- 3,921 Cash distributions
from unconsolidated
affiliates......... 8,230 9,180
17,804 35,062 Net cash payment
received from El Paso
Corporation..............o.u..
4,118 3,799 7,745 7,426
Discontinued operations of Prince
facilities........ ...,
-- 6,508 7,201 6,561 Loss on sale
of Gulf of Mexico

We believe EBITDA is a useful measurement to our investors because it
allows them to evaluate the effectiveness of our business and operations and our

investments from an operational perspective,

exclusive of the costs to finance

those activities, income taxes and depreciation and amortization, none of which
are directly relevant to the efficiency of those operations. This measurement
may not be comparable to measurements used by other companies and should not be
used as a substitute for net income or other performance measures.



SEGMENT EBITDA
The following table presents EBITDA by segment and in total:

SIX MONTHS YEARS ENDED ENDED
JUNE 30, DECEMBER 31, ---------
2003 2002 2002 2001 ---- ---- -
--- ---- (IN THOUSANDS) Natural
gas pipelines and plants.......

$156,141 $ 67,292 $167,245 $

52,152 0il and NGL
logistics.. .. vviiii i
24,497 22,784 43,347 47,560
Natural gas

storage.......covviiinnnnann
15,069 4,800 16,629 13,209
Platform
SEIVICES. .t ii ittt i

10,512 20,315 29,224 30,783 ---

- 206,219 115,191 256,445
143,704 Other,

$214,496 $119,497 $266,872
$161, 340

NATURAL GAS PIPELINES AND PLANTS

The Natural gas pipelines and plants segment includes the EPGT Texas
intrastate pipeline system, the Viosca Knoll system, the HIOS system, the East
Breaks system, the EPIA system, the Chaco cryogenic natural gas processing
plant, the Indian Basin processing and treating facility, the San Juan natural
gas gathering system and related assets, and the Typhoon natural gas pipeline.
The natural gas gathering and transportation pipelines, which receive natural
gas from producing properties in Alabama, Colorado, Louisiana, Mississippi, New
Mexico, Texas and the Gulf of Mexico, primarily earn revenue from
fixed-fee-based services or market-based rates that are usually related to the
monthly natural gas price index for volume gathered. Offshore pipelines often
involve life-of-reserve commitments with both firm and interruptible components,
whereas onshore pipelines generally have contracts for a specific number of
years or are month to month. The Chaco plant receives and processes natural gas
from the San Juan Basin. The Indian Basin facility receives and processes
natural gas from the Permian Basin. EPIA provides transportation services as
well as marketing services through the purchase of natural gas from regional
producers and others, and the sale of natural gas to local distribution
companies and others.

Beginning in 2001, we entered into fixed-for-floating commodity price swaps
to hedge our commodity price exposure to EPIA's fixed price sales of natural
gas, resulting in a fixed margin on the sales. These fixed price sales
agreements represent less than two percent of EPIA's revenue or an average of 70
thousand dekatherms per day, or MDth/d. There was no significant impact on our
realized cost of natural gas from these swaps for the year ended December 31,
2002. However, as a result of these swaps, our realized cost of natural gas may
differ from the actual market prices of natural gas in future periods.

Starting in April 2002, in connection with our EPN Holding acquisition, we
had swaps in place for our interest in the Indian Basin processing plant to
hedge the price received for the sale of natural gas liquids. All of these
hedges expired by December 31, 2002. We did not have any ineffectiveness in our
hedging relationship since all sale prices are based on the same index and
volumes as the hedged transactions. In connection with our acquisition of the
San Juan assets in November 2002, we entered into a derivative financial
instrument to hedge our exposure during 2003 relating to gathering activities
for changes in natural gas prices in the San Juan Basin. No ineffectiveness
exists in our hedging relationship because all purchase and sale prices are
based on the same index and volumes as the hedge transactions.
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The following table presents EBITDA derived from our Natural gas pipelines
and plants segment and the related volumes associated with the indicated
pipeline or plant:

SIX MONTHS YEARS ENDED ENDED JUNE
30, DECEMBER 31, -------------------
R T 2003 2002
2002 2001 ---- ---- ---- ---- (IN
THOUSANDS, EXCEPT FOR VOLUMES)
Natural gas pipelines and plants
L =2 VZ= T o 11 =
$ 396,774 $135,672 $ 357,808
$101,064 Cost of natural
0AS. it (175,919)
(39,501) (108,819) (51,542) --------

Natural gas pipelines and plants
margin.........oooiiiiiii i,
220,855 96,171 248,989 49,522
Operating expenses excluding
depreciation, depletion, and
amortization........... .. i
(66,569) (28,892) (82,942) (10,874)
Other income
(expense)............... 1,360 13
(197) (9,107) Cash distributions
from unconsolidated affiliates in
excess of
earnings(l).......coiiiii i, 495
-- 1,806 22,611 Noncash hedge
gain............ .o -- -- (411)

EBITDA. .ottt i e e nas
$ 156,141 $ 67,292 $ 167,245 $
52,152
======== Volumes (Mdth/d) Texas
Intrastate(2)......ovvvvvvnnnn.
3,380 1,730 2,484 -- San Juan
gathering(3).....cvvvuvvvnn 1,186 -
- 120 -- Permian
gathering(2)............ ... .. 334
195 261 22

729 777 740 979 Viosca Knoll
gathering............... 680 562 565
551 Other natural gas
pipelines.......... 607 385 399 416
Processing
plants(3)........covvunn 796 703
733 133 Gulf of Mexico assets
sold........... - == -- 243 -------

(1) Earnings from unconsolidated affiliates for the six months ended June 30,
2003, was $1,255 thousand. Earnings (loss) from unconsolidated affiliates
for the years ended December 31, 2002 and 2001, was $194 thousand and
($9,761) thousand.

(2) We purchased the Texas Intrastate assets, and the Carlsbad and Waha Systems,
which are included in the Permian gathering systems, in April 2002.

(3) We purchased the San Juan gathering system, the remaining interest in the
Chaco processing plant and the Typhoon natural gas pipeline in November
2002.

In connection with our April 2002 EPN Holding acquisition, we added assets
to this segment with contracts under which we purchase natural gas from
producers at the wellhead for an index price less an amount that compensates us
for gathering services. We then sell the natural gas into the open market at
points on our system at the same index prices. Accordingly, our operating
revenues and costs of natural gas are impacted by changes in energy commodity
prices, while our margin is unaffected. For these reasons, we believe that gross
margin (revenue less cost of natural gas) provides a more accurate and
meaningful basis for analyzing operating results for the Natural gas pipelines
and plants segment.






SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. Natural gas pipelines and plants margin for the six months ended June 30,
2003, was $124.7 million higher than in the same period in 2002. Our San Juan
Basin assets, acquired in November 2002, and our EPN Holding assets, acquired in
April 2002, accounted for approximately $85.4 million and $36.6 million of the
increase. Additionally, margin increased by $1.7 million due to a full quarter
of results from our Falcon Nest Pipeline which was placed in service in March
2003. Margin also increased by $2.0 million due to higher NGL prices in 2003,
which favorably impacted our processing margins in the Permian Basin region and
by approximately $2.5 million due to increased volumes on our Viosca Knoll
system from the Canyon Express pipeline system, which was placed into service in
September 2002. Offsetting these increases were a $3.2 million decrease in
margin for our Texas intrastate pipeline system attributable to the impact that
higher natural gas prices in 2003 had on our fuel costs and the revaluation of
our natural gas imbalances and $2.2 million of decreased production on HIOS due
to natural decline in the offshore region.

Operating expenses excluding depreciation, depletion, and amortization for
the six months ended June 30, 2003, were $37.7 million higher than the same
period in 2002 primarily due to the acquisitions of the San Juan Basin and EPN
Holding assets. Excluding the operating costs of these acquired assets,
operating expenses increased by $18.0 million primarily due to an increase in
our allowance for doubtful accounts of $2.0 million, higher repair and
maintenance expenses of $3.1 million on our Texas intrastate pipeline, which
were unusually low in 2002 due to timing of expenditures, and a $10.2 million
increase associated with our general and administrative services agreement with
subsidiaries of E1 Paso Corporation. This increase is a result of our
acquisitions in 2002.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Natural gas pipelines and plants margin for the year ended December 31,
2002, was $199.5 million higher than in 2001, primarily attributed to these
asset acquisitions:

(IN MILLIONS) EPN Holding assets (April
2002) .t e e $125.5 San Juan
gathering and remaining Chaco interest (November
2002 ) s e et e e
39.7 HIOS and East Breaks (October 2001, margin of $7.9
million in
200
28.0 Other (from June 2001 through August 2002, margin of
$2.9 million in

The margin on the assets we owned for the full years in 2001 and 2002
decreased by $0.6 million in 2002 as a result of Hurricane Isidore in September
2002 and Hurricane Lili in October 2002, partially offset by additional volumes
from production in the Camden Hills and Aconcagua Fields areas of the Gulf of
Mexico, which are delivered to our Viosca Knoll system.

Operating expenses excluding depreciation, depletion and amortization for
the year ended December 31, 2002 were $72.1 million higher than the same period
in 2001 primarily due to our April 2002 purchase of the EPN Holding assets, our
purchase of the Chaco plant in October 2001, our consolidation of Deepwater
Holdings and the purchase of the San Juan assets in November 2002. Excluding the
operating costs of the newly acquired assets, other operating expenses increased
by $2.3 million primarily due to an increase in EPIA's operating fee and an
increase in imbalance gas costs on Viosca Knoll.

Other expenses for the year ended December 31, 2002, was $8.9 million lower
than the same period in 2001 primarily due to losses in 2001 from unconsolidated
affiliates of $9.8 million associated with Deepwater Holdings' sale of Stingray,
UTOS and the West Cameron dehydration facility and the 2001 sale of our interest
in Nautilus and Manta Ray Offshore. Additionally, the
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sale of these assets in 2001 contributed to the $20.8 million decrease in 2002
of cash distributions from unconsolidated affiliates in excess of earnings. Cash
distributions from unconsolidated affiliates in excess of earnings in 2002
relate to Coyote Gas Treating, LLC, an unconsolidated affiliate in which we
acquired an interest in connection with the San Juan asset acquisition in
November 2002.

OIL AND NGL LOGISTICS

The 0il and NGL logistics segment includes the NGL transportation pipelines
and fractionation plants of EPN Texas, the Poseidon, Allegheny and Typhoon
offshore 0il pipelines, the Almeda fractionator and other Texas NGL assets. The
EPN Texas plants fractionate NGL into ethane, propane, butane and natural
gasoline products which are used by refineries and petrochemical plants along
the Texas Gulf Coast. We receive a fixed fee for each barrel of NGL transported
and fractionated by the EPN Texas facilities from a subsidiary of E1l Paso
Corporation. We have dedicated 100 percent of EPN Texas' fractionation
facilities' capacity to this subsidiary of E1l Paso Corporation. The crude o0il
pipeline systems serve production activities in the Gulf of Mexico. Revenues
from our o0il pipelines are generated by production from reserves committed under
long-term contracts for the productive life of the relevant field.

In connection with our San Juan assets acquisition in November 2002, we
added the Typhoon 0il Pipeline to this segment. Typhoon 0il Pipeline's
transportation agreement with two customers provides that Typhoon 0il purchase
the 0il produced at the inlet of its pipeline for an index price less an amount
that compensates Typhoon 0il for transportation services. At the outlet of its
pipeline, Typhoon 0il resells this o0il back to these producers at the same index
price. Typhoon 0il reflects these sales in gathering and processing revenues and
the related purchases as cost of oil. For these reasons, we believe that gross
margin (revenue less cost of o0il) provides a more accurate and meaningful basis
for analyzing operating results for the 0il and NGL logistics segment.
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The following table presents EBITDA derived from our 0il and NGL logistics
segment and the volumes associated with the indicated asset.

SIX MONTHS YEARS ENDED ENDED JUNE
30, DECEMBER 31, ----------=------
I e e T 2003 2002
2002 2001 ---- ---- ---- ---- (IN
THOUSANDS, EXCEPT FOR VOLUMES) 0il
and NGL logistics revenues.......
$ 149,886 $ 18,576 $ 48,173 $
32,327 Cost of

NGL logistics margin.........
27,874 18,576 37,645 32,327
Operating expenses excluding
depreciation, depletion, and

amortization.............iuiiiinnnnn
(9,861) (4,972) (10,105) (6,979)
Other
income.......... .. .. i

5,052 7,373 13,448 18,210 Cash
distributions from unconsolidated
affiliates in excess of
earnings(1) .. .oviin i
1,432 1,807 2,359 4,002 ---------

EBITDA. . . it ettt e e a s
$ 24,497 $ 22,784 $ 43,347 $
47,560
======== Volumes (Bbl/d) Texas NGL
System........oiiiiiiann 62,880
73,466 70,737 63,212 Allegheny 0il
Pipeline............. 15,763
17,658 17,570 12,985 Typhoon 0il
Pipeline............... 24,913 --

1,211 -- Unconsolidated affiliate
Poseidon 0il
Pipeline(2).....cvvunvivvnnn
144,222 144,861 135,652 155,453 --

(1) Earnings from unconsolidated affiliates for the six months ended June 30,
2003 and 2002, was $5,048 and $7,373. Earnings from unconsolidated
affiliates for the years ended December 31, 2002 and 2001, was $13,445 and
$18,210.

(2) Represents 100% of the volumes flowing through the pipeline.

SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. For the six months ended June 30, 2003, margin was $9.3 million higher
than the same period in 2002. Our Texas NGL assets and Typhoon 0il Pipeline,
acquired in November 2002, contributed approximately $11.1 million to the
increase. Partially offsetting this increase was a $1.9 million decline in
margin for our transportation and fractionation assets. Our fractionation
volumes decreased due to weak demand for NGL and poor processing economics that
reduced the amount of NGL that were recovered at the natural gas processing
plants connected to our NGL fractionation assets. The poor processing economics
are largely driven by higher natural gas prices relative to NGL prices in 2003.

Operating expenses excluding depreciation, depletion, and amortization for
the six months ended June 30, 2003 were $4.9 million higher than the same period
in 2002, primarily due to our November 2002 acquisition of the Typhoon 0il
Pipeline and the Texas NGL assets.

Other income for the six months ended June 30, 2003, was $2.3 million lower
than the same period in 2002 due to a decrease in cash distributions from our
unconsolidated affiliate Poseidon 0il Pipeline Company. Poseidon 0il Pipeline
Company experienced lower earnings due to natural production declines on some of
the older deepwater fields, as well as production downtime at several new
fields.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Margin for the year ended December 31, 2002, was $5.3 million higher than
the same period in 2001,






primarily due to our acquisitions of the EPN Texas transportation and
fractionation assets in February 2001, the Hattiesburg propane storage facility
in January 2002, and the Anse La Butte NGL storage facility in December 2001.
Additionally, in November 2002, we purchased Texas NGL facilities and an oil
gathering system located in the deep water regions of the Gulf of Mexico,
referred to as Typhoon 0il. Excluding assets purchased, our margin was $1.2
million higher primarily as a result of higher volumes on Allegheny.

Operating expenses excluding depreciation, depletion and amortization for
the year ended December 31, 2002, were $3.1 million higher than the same period
in 2001 primarily due to our acquisitions of the EPN Texas transportation and
fractionation assets in February 2001, the Hattiesburg propane storage facility
in January 2002, the Anse La Butte NGL storage facility in December 2001, the
Typhoon 0il Pipeline and Texas NGL facilities in November 2002. Excluding assets
purchased, our operating expenses excluding depreciation, depletion and
amortization were $1.0 million lower as a result of modifying the operating
agreement in connection with the EPN Holding acquisition in April 2002 between
EPN Texas and E1 Paso Field Services.

Other income and cash distributions from unconsolidated subsidiaries in
excess of earnings for the year ended December 31, 2002, declined $4.8 million
and $1.6 million from the 2001 period. These declines are due to decreases in
earnings from unconsolidated affiliates as a result of lower volumes on the
Poseidon 0il Pipeline partially attributable to Hurricane Isidore in September
2002 and Hurricane Lili in October 2002. Offsetting these volume decreases were
additional volumes generated from new contracts entered into by Poseidon 0il
Pipeline. These contracts began in November 2002 and December 2002 and have a
six month duration. We will realize our 36 percent share of the volume increase
through earnings from unconsolidated affiliates over the next four months.

NATURAL GAS STORAGE

The Natural gas storage segment includes the Petal and Hattiesburg storage
facilities, which were acquired in August 2000, and a leased interest in the
Wilson natural gas storage facility, located in Wharton County, Texas, which we
acquired in April 2002. The Petal and Hattiesburg storage facilities serve the
Northeast, Mid-Atlantic and Southeast natural gas markets. In June 2002, we
completed a 8.9 Bcf (6.3 Bcf working capacity) expansion of our Petal facility.

For the periods included in the following table, the revenues from these
facilities consist primarily of fixed reservation fees for natural gas storage
capacity. Natural gas storage capacity revenues are recognized and due during
the month in which capacity is reserved by the customer, regardless of the
capacity actually used. We also receive fees for injections and
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withdrawals by our customers and interruptible storage fees. The following table
presents EBITDA derived from our Natural gas storage segment:

SIX MONTHS YEARS ENDED ENDED JUNE 30,
DECEMBER 31, ------------------ -------
----------- 2003 2002 2002 2001 ---- --
-- ---- ---- (IN THOUSANDS, EXCEPT FOR
VOLUMES) Natural gas storage

revenue. .............. $22,755 $ 9,855
$ 28,602 $19,373 Cost of natural
0SS . . ittt e (1,429) -- -

Natural gas storage
margin...........oov..n 21,326 9,855
28,602 19,373 Operating expenses
excluding depreciation, depletion, and
amortization............. (6,257)
(5,055) (11,973) (6,184) Other

EBITDA. .ottt ittt e
$15,069 $ 4,800 $ 16,629 $13,209
Firm
Storage (Bcf) Average working gas
capacity
available...................... 13.5
7.2 10.0 7.5 Average firm
subscription............... 12.7 7.2
9.7 6.9 Commodity
volumes(1)......oovvvvinn, 4.8 3.5
3.9 1.9 Interruptible storage (Bcf)
Contracted
VOIUMES . v s
0.2 0.3 0.2 0.4 Commodity
volumes(d). ... vviiiinnnnnnnn 0.2 0.1

(1) Combined injections and withdrawals volumes.

We collect fixed and variable fees for providing storage services, some of
which is generated from customers with cashout provisions, at a tariff-based
index calculation. We incur expenses as we maintain these volumetric imbalance
receivables and payables which are valued at current gas prices. For these
reasons, we believe that gross margin (storage revenues less storage expenses)
provides a more accurate and meaningful basis for analyzing operating results
for the natural gas storage segment. Cost of natural gas reflects the initial
loss of base gas in our storage facilities or the encroachment on our base gas
by third parties at the market price in the period of the loss or encroachment
and the monthly revaluation of these amounts based on the monthly change in
natural gas prices.

SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. For the six months ended June 30, 2003, margin was $11.5 million higher
than the same period in 2002 primarily due to an increase in subscribed firm
storage capacity attributable to the expansion of the Petal storage facility,
which was completed in June 2002, and our acquisition of the Wilson storage
facility lease in April 2002.

Operating expenses excluding, depreciation, depletion, and amortization for
the six months ended June 30, 2003 were $1.2 million higher than the same period
in 2002 primarily due to the acquisition of the Wilson storage facility lease in
April 2002.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Natural gas storage revenue for the year ended December 31, 2002, was
$9.2 million higher than the same period in 2001 primarily due to the expansion
of the Petal storage facility and our acquisition of the Wilson storage facility
lease in April 2002. Excluding the increase in margin from the Petal expansion
and our acquisition of the Wilson storage facility lease, margin was down $2.3
million primarily as a result of a decrease in revenues attributable to
interruptible storage services.

Operating expenses excluding depreciation, depletion and amortization for
the year ended December 31, 2002, were $5.8 million higher than the same period
in 2001 primarily due to the
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expansion of our Petal storage facility in the second quarter of 2002, the
acquisition of the Wilson storage facility lease in April 2002 and a favorable
resolution of an imbalance settlement in 2001.

PLATFORM SERVICES

The Platform services segment consists of the East Cameron 373, Viosca
Knoll 817, Garden Banks 72, Ship Shoal 331, Ship Shoal 332 and Falcon Nest
platforms. Falcon Nest was placed into service March 2003. These offshore
platforms are used to interconnect our offshore pipeline grid, assist in
performing pipeline maintenance, and conduct drilling operations during the
initial development phase of an oil or natural gas property. Platform revenues
are based on fixed and commodity charges. Fixed fees are recognized during the
month reserved by the customer, regardless of how much capacity is actually
used. Commodity fees are variable in nature and recognized when the service is
provided. As part of our acquisition of the EPN Holding assets from subsidiaries
of E1 Paso Corporation in April 2002, we sold the Prince TLP to a subsidiary of
E1l Paso Corporation. The following table presents EBITDA derived from our
Platform services segment and volumes associated with each platform.

SIX MONTHS YEARS ENDED ENDED JUNE 30,
DECEMBER 31, ------------=-----= --------
--------- 2003 2002 2002 2001 ---- ----

---- ---- (IN THOUSANDS, EXCEPT FOR
VOLUMES) Platform services revenue from

external
CUSEOMEYr S, o it ittt sttt it s st n e
$10,483 $ 9,627 $16,672 $15,385 Platform
services intersegment revenue..... 1,404

6,223 9,283 12,620 Operating expenses
excluding depreciation, depletion, and
amortization.............. (1,375)
(1,231) (3,001) (3,097) Other
income. ... ..o e --
-- 114 (14) Discontinued operations of
Prince
facilities...... .o
-- 5,696 6,156 5,889 ------- ------- ---
EBITDA. . ittt i it i s s
$10,512 $20,315 $29,224 $30,783 =======

Natural gas
platform volumes (Mdth/d) East Cameron
373 platform................ 112 142 130
170 Garden Banks 72
platform................. 23 14 13 7
Viosca Knoll 817
platform................ 6 9 8 12 Falcon
Nest platform..................... 110 -
Total natural gas platform volumes....
251 165 151 189
======= (0il platform volumes (Bbl/d)
East Cameron 373
platform................ 871 1,859 1,602
1,927 Garden Banks 72
platform................. 1,067 1,179
1,070 1,487 Viosca Knoll 817
platform................ 2,005 2,073
2,064 2,049 Falcon Nest

natural gas platform volumes.... 4,365
5,111 4,736 5,463

SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. For the six months ended June 30, 2003, revenues from external customers
were $0.9 million higher than in the same period in 2002, of which $3.8 million
is attributable to the Falcon Nest fixed leg platform that went into operation
in March 2003. This increase is partially offset by lower revenues of $2.8
million from East Cameron 373 resulting from one time billing adjustments in
2002 for fixed monthly platform access fees, a gas dehydration fee, decreased
demand fees and
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lower production. Intersegment revenues were $4.8 million lower due to a decline
in the fixed portion of our platform access fees on the Viosca Knoll 817 and
Garden Banks 72 platforms associated with contracts with one of our wholly owned
subsidiaries, which terms expired in June 2002 and December 2002.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Platform services revenue from external customers for the year ended
December 31, 2002, was $1.3 million higher than in the same period in 2001
primarily due to one-time billing adjustments for fixed monthly platform access
fees and a gas dehydration fee contract on the East Cameron 373 platform.

Platform services intersegment revenue for the year ended December 31,
2002, was $3.3 million lower than the same period in 2001 primarily due to the
expiration in June 2002, in accordance with the original contract terms, of the
fixed fee portion of the Viosca Knoll 817 platform access fee contract with
Flextrend Development Company, our wholly owned subsidiary with production
activities.

OTHER ASSETS

Our oil and natural gas production interests in the Garden Banks 72, Garden
Banks 117 and Viosca Knoll 817 Blocks principally comprise the non-segment
activity. Production from these properties is gathered, transported, and
processed through our pipeline systems and platform facilities. 0il and natural
gas production volumes are produced and sold to various third parties and
subsidiaries of E1 Paso Corporation at the market price. Revenue is recognized
in the period of production. These revenues may be impacted by market changes,
hedging activities, and natural declines in production reserves. We are reducing
our o0il and natural gas production activities by not acquiring additional
properties due to their higher risk profile, including risks associated with
finding production and commodity prices. Accordingly, our focus is to maximize
the production from our existing portfolio of o0il and natural gas properties.

Also included in EBITDA for these other assets are the quarterly payments
we receive from E1 Paso in connection with the sale of our Gulf of Mexico assets
in January 2001. E1l Paso agreed to pay us $2.25 million per quarter through the
fourth quarter of 2003 and $2 million in the first quarter of 2004, after which
these payments will cease.

SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. EBITDA related to non-segment activity for the six months ended June 30,
2003, was $4.0 million higher than in the same period in 2002 due to lower
platform access fee expense as a result of the expiration of the fixed fee
portion of the Viosca Knoll 817 platform access fee contract in June 2002 and
the Garden Banks 72 platform access fee contract in December 2002. Partially
offsetting this increase was higher operating expenses associated with an
increase in professional services.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. EBITDA related to non-segment activity for the year ended December 31,
2002, was $7.2 million lower than in the same period in 2001. The decrease was
primarily due to lower natural gas and oil prices through most of 2002, as well
as lower volumes attributable to a decrease in production as a result of normal
decline of existing reserves. Further contributing to the decrease in EBITDA is
decreased interest income on the additional consideration from E1l Paso
Corporation related to the sale of the Gulf of Mexico assets as well as lower
revenue due to Hurricane Isidore in September 2002 and Hurricane Lili in October
2002.

DEPRECIATION, DEPLETION, AND AMORTIZATION
SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. Depreciation, depletion, and amortization for the six months ended June

30, 2003, was
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$17.9 million higher than the same periods in 2002. This increase is primarily
due to our November 2002 acquisition of the San Juan assets and our April 2002
acquisition of the EPN Holding assets. Further contributing to the increase was
the completion of the Falcon Nest platform in March 2003 and the Petal expansion
in June 2002.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Depreciation, depletion and amortization for the year ended December 31,
2002 was $37.3 million higher than the same period in 2001 primarily due to our
April 2002 purchase of the EPN Holding assets, our purchase of the Chaco plant
in October 2001, our consolidation of Deepwater Holdings, the purchase of the
San Juan assets in November 2002 and completion of the Petal expansion in 2002.

INTEREST AND DEBT EXPENSE

SIX MONTHS ENDED JUNE 30, 2003 COMPARED WITH SIX MONTHS ENDED JUNE 30,
2002. Interest and debt expense, net of capitalized interest, for the six
months ended June 30, 2003, was approximately $33.0 million higher than the same
periods in 2002. This increase for the six month period is primarily due to a
higher weighted average interest rate, a higher outstanding balance on our
revolving credit facility and interest incurred on the following indebtedness:

- the GulfTerra Holding term credit facility which we entered into in
connection with our acquisition of the EPN Holding assets in April 2002;

- our $230 million 8 1/2% senior subordinated notes which we issued in May
2002 and used to repay a portion of the GulfTerra Holding term credit
facility;

- our $160 million senior secured term loan which we entered into in
October 2002;

- our $200 million 10 5/8% senior subordinated notes we issued and our
$237.5 million senior secured acquisition term loan we entered into in
November 2002 in connection with our acquisition of the San Juan assets;
and

- our $300 million 8 1/2% senior subordinated notes which we issued in
March 2003 and used to repay our $237.5 million senior secured
acquisition term loan.

Capitalized interest for the six months ended June 30, 2003 was $4.5
million, representing an increase of $0.9 million over the comparable prior
periods. The increase is the result of an increase in construction
work-in-process as a result of increased expenditures related to our
construction projects.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31,
2001. Interest and debt expense on continuing operations, net of capitalized
interest, for the year ended December 31, 2002, was approximately $42.0 million
higher than the same period in 2001. This increase is primarily due to an
increase in the average outstanding balance of our revolving credit facility,
the amounts outstanding under the EPN Holding term credit facility which we
entered to purchase the EPN Holding assets in April 2002, and the $230 million
8 1/2% senior subordinated notes issued in May 2002. Additionally, interest
expense increased by approximately $5.2 million as a result of additional
indebtedness we incurred in the fourth quarter of 2002 in connection with our
San Juan assets acquisition including additional interest expense associated
with amending our credit facility and the EPN Holding term credit facility.
Capitalized interest for the year ended December 31, 2002 was $5.6 million
compared to $11.8 million for the same period in 2001.

We expect our interest and debt expense to increase in 2003 by
approximately $43.2 million due to the additional debt we incurred during the
fourth quarter of 2002, and the change in interest rates resulting from amending
our credit facility and the EPN Holding term credit facility. We computed the
expected increase employing the weighted average interest rates in effect and
balances outstanding at December 31, 2002.
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LOSS DUE TO WRITE-OFF OF DEBT ISSUANCE COST

In March 2003, we repaid our $237.5 million senior secured term loan which
was due in May 2004 and recognized a loss of $3.8 million related to the
write-off of the unamortized debt issuance costs related to this loan.
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BUSINESS OVERVIEW

This Business Overview section summarizes some information about our
business and properties from the documents incorporated by reference,
particularly the more complete business description contained in our 2002 Annual
Report on Form 10-K, into this prospectus. You should read carefully the other
documents incorporated by reference to understand fully our business and
properties.

OVERVIEW

We are one of the largest publicly-traded MLPs in terms of market
capitalization. Our portfolio, which we consider to be balanced due to its
diversity of geographic locations, business segments, customers and product
lines, includes:

- onshore natural gas pipelines and processing facilities in Alabama,
Colorado, Louisiana, Mississippi, New Mexico and Texas;

- offshore 0il and natural gas pipelines, platforms, processing facilities
and other energy infrastructure in the Gulf of Mexico, primarily offshore
Louisiana and Texas;

- onshore NGL pipelines and fractionation facilities in Texas; and

- onshore natural gas and NGL storage facilities in Mississippi, Louisiana
and Texas.

We are one of the largest natural gas gatherers, based on miles of
pipeline, in the prolific natural gas supply regions offshore in the Gulf of
Mexico and onshore in Texas and the San Juan Basin, which envelops a significant
portion of the four contiguous corners of Arizona, Colorado, New Mexico and
Utah. These regions, especially the deeper water regions of the Gulf of Mexico,
one of the United States' fastest growing oil and natural gas producing regions,
offer us significant infrastructure growth potential through the acquisition and
construction of pipelines, platforms, processing and storage facilities and
other infrastructure. In 2002, the Gulf of Mexico accounted for approximately 25
percent of all natural gas production in the United States, and the supply
regions accessed by our pipelines in Texas and the San Juan Basin accounted for
approximately 33 percent.

OUR OBJECTIVE AND STRATEGY

Our objective is to operate as a growth-oriented MLP with a focus on
increasing our cash flow, earnings and return to our unitholders by becoming one
of the industry's leading providers of midstream energy services. Our strategy
is to maintain and grow a diversified, balanced base of strategically located
and efficiently operated midstream energy assets with stable and long-term cash
flows. We own or have interests in:

- over 15,700 miles of natural gas gathering and transportation pipelines
with capacity of over 10.3 Bcf/d;

- over 340 miles of offshore 0il pipelines with capacity of 635 MBbls/d;

- over 1,000 miles of NGL pipelines with aggregate capacity of over 160
MBbls/d;

- five processing/treating plants with capacity of over 1.5 Bcf/d of
natural gas and 50 MBbls/d of NGL;

- four NGL fractionating plants with capacity of 120 MBbls/d of NGL;
- five NGL storage facilities with aggregate capacity of over 24 MMBbls;

- three natural gas storage facilities with aggregate working gas capacity
of 20 Bcf; and

- six offshore hub platforms, including the Falcon nest platform which we
brought online in March 2003.
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In addition, we currently have midstream projects underway in the Gulf of
Mexico with gross estimated capital costs exceeding $950 million, including 426
miles of oil pipeline, 202 miles of natural gas pipeline and two platforms. Our
strategy contemplates substantial growth through the development and acquisition
of a wide range of midstream 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, diversify our asset portfolio and, thereby, provide more stable
cash flow. Consequently, to fully realize our strategy, we strive to access the
right mix of short, medium, long-term and permanent capital on a cost-effective
basis. We have expanded our credit facilities, obtained project financing and
issued debt and equity securities to meet our financial needs over the past
three years; however, we will need substantial new capital, including future
periodic debt and equity offerings, to continue to finance our strategy.

In pursuing our business strategy, we or our general partner may enter into
substantial transactions, whether through the acquisition of additional assets
or businesses or otherwise. We regularly consider and enter into discussions
regarding strategic transactions and are currently contemplating additional
potential acquisitions and transactions that we believe present opportunities to
realize synergies, expand our core businesses and increase our market position.
If acceptable capital resources are available and we believe that the
opportunity is appropriate, we may enter into transactions that are significant
in size relative to our existing assets. For example, in 2002 we acquired the
EPN Holding and San Juan assets, which, together with our organic growth
projects, increased our net property, plant and equipment from $917 million at
December 31, 2001 to $2.7 billion at December 31, 2002 and significantly
expanded our businesses and operations.

GOLDMAN SACHS' INVESTMENT IN OUR GENERAL PARTNER AND COMMON UNITS

In connection with our Independence Initiatives, E1l Paso Corporation
decided to sell between 5 and 10 percent of its interest in our general partner
(which was then a wholly owned subsidiary of E1 Paso Corporation) and engaged a
leading investment banking firm to solicit bids from interested investors.
Goldman Sachs was the successful bidder and in October 2003, Goldman Sachs
acquired a 9.9 percent membership interest in our general partner for $88
million. In connection with its investment in our general partner, Goldman Sachs
also purchased 3,000,000 common units from us for $112 million. These
transactions were approved by the Audit and Conflicts Committee of the general
partner's board of directors.

Through Goldman Sachs' membership interest in our general partner:

- it is entitled to receive 9.9 percent of all distributions made by our
general partner; and

- its consent is required before we or our general partner can liquidate,
dissolve or file a voluntary bankruptcy petition.

In connection with Goldman Sachs' investment, we entered into the following
agreements with E1 Paso Corporation and its affiliates and Goldman Sachs:

EXCHANGE AND REGISTRATION RIGHTS AGREEMENT. Under this agreement:

- Beginning in October 2008, Goldman Sachs will have the right to exchange
its 9.9 percent interest in our general partner for a number of common
units that would result in Goldman Sachs receiving quarterly common unit
distributions, based on the most recent cash distribution to common
unitholders, equal (subject to adjustments) to 9.9 percent of the most
recent cash distribution we have made to our general partner;

- In the exchange, the maximum number of common units that Goldman Sachs
will be permitted to receive is a number of common units that, together
with any other common
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units owned by Goldman Sachs, will not result in Goldman Sachs owning
more than 9.9 percent of our outstanding common units;

- Goldman Sachs will have the right to effect the exchange prior to October
2008 upon the occurrence of specified events, including:

- the sale of all or substantially all of our or our general partner's
assets,

- our merger with another company,

- a change of control (as that term is defined in the Exchange and
Registration Rights Agreement) of the E1 Paso Corporation subsidiary
that owns 90.1 percent of our general partner,

- our liquidation,

- our distribution of cash from interim capital contributions (as
described on page 29 of the attached base prospectus dated February
7, 2002),

- in certain circumstances, the commencement of a voluntary or
involuntary bankruptcy proceeding against E1 Paso Corporation or any
of its material subsidiaries, or

- if we negotiate a reduction in the incentive distributions that we
pay to our general partner;

- We will have the right to cause Goldman Sachs to exchange its 9.9 percent
interest in our general partner for common units on the above terms
beginning in October 2010, subject to specified exceptions;

- Goldman Sachs agreed not to sell any of the 3,000,000 units it acquired
from us prior to the date 90 days after the date of this prospectus
supplement, subject to certain exceptions (including upon a sale of
common units by us, our general partner, E1 Paso Corporation or any of
its subsidiaries before that date); and

- We have agreed to file with the SEC within 30 days and maintain the
effectiveness of a shelf registration statement that will register the
3,000,000 common units we issued to Goldman Sachs as well as any common
units Goldman Sachs acquires in any exchange for its interest in our
general partner.

INCENTIVE DISTRIBUTION REDUCTION AGREEMENT. Under this agreement, if we
acquire Goldman Sachs' interest in our general partner under the Exchange and
Registration Rights Agreement, we will then return that interest to our general
partner in exchange for a reduction in our general partner's incentive
distribution payments based on the amount of the distributions attributable to
the membership interest exchanged.

BUSINESS SEGMENTS

Our business activities are segregated into four distinct operating
segments:

- Natural gas pipelines and plants;

- 01l and NGL logistics;

- Natural gas storage; and

- Platform services.

These segments are strategic business units that provide a variety of
energy related services. For information relating to revenues from external
customers, operating income and total assets of each segment, see the financial

statements incorporated by reference into this prospectus.
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NATURAL GAS PIPELINES AND PLANTS

We own interests in natural gas pipeline systems extending over 15,700
miles, with a combined maximum design capacity (net to our interest) of over
10.3 Bcf/d of natural gas. We own or have interests in gathering systems onshore
in Alabama, Colorado, Louisiana, Mississippi, New Mexico and Texas, including
the San Juan gathering system and the Texas Intrastate system. In addition to
our onshore natural gas pipeline systems, our offshore natural gas pipeline
systems are strategically located to serve production activities in some of the
most active drilling and development regions in the Gulf of Mexico, including
select locations offshore of Texas, Louisiana and Mississippi, and to provide
relatively low cost access to long-line transmission pipelines that access
multiple markets in the eastern half of the United States.

We also own interests in five processing and treating plants in Louisiana,
New Mexico, Texas and Colorado. These plants have a combined maximum capacity of
over 1.5 Bcf/d of natural gas and 50 MBbls/d of NGL, including the Chaco
cryogenic natural gas processing plant, the fifth largest natural gas processing
plant in the United States measured by liquids produced. The Chaco plant is a
state-of-the-art cryogenic plant located in the San Juan Basin in New Mexico
that uses high pressures and extremely low temperatures to remove water,
impurities and excess hydrocarbon liquids from the raw natural gas stream and to
recover ethane, propane and the heavier hydrocarbons. It is capable of
processing up to 650 MMcf/d of natural gas and handling up to 50 MBbls/d of NGL.

OIL AND NGL LOGISTICS

We own over 1,000 miles of intrastate NGL gathering and transportation
pipelines and four fractionation plants, all located in Texas and delivering
fractionated and unfractionated NGL from south Texas to Houston and refineries
and petrochemical plants along the Texas Gulf Coast. Our fractionation
facilities have a combined capacity of approximately 120 MBbls/d, although our
Almeda fractionator (with capacity of 24 MBbls/d) was underutilized in 2002
because of NGL lines that were shut-in pending ongoing refurbishment and
expansion.

We also own interests in three offshore o0il pipeline systems, which extend
over 340 miles and have a combined capacity of approximately 635 MBbls/d of oil
with the addition of pumps and the use of friction reducers. In addition to
being strategically located in the vicinity of some prolific oil-producing
regions in the Gulf of Mexico, our oil pipeline systems are parallel to and
interconnect with key segments of some of our natural gas pipeline systems and
offshore platforms, which contain separation and handling facilities. This
distinguishes us from our competitors by allowing us to provide some producing
properties with a unique single point of contact through which they may access a
wide range of midstream services and assets.

Additionally, we own a 3.3 MMBbl propane storage and leaching business in
Mississippi and own or lease NGL storage facilities in Louisiana and Texas with
aggregate capacity of approximately 21.3 MMBbls.

NATURAL GAS STORAGE

We own the Petal and Hattiesburg salt dome natural gas storage facilities
located in Mississippi, which are strategically situated to serve the Northeast,
Mid-Atlantic and Southeast natural gas markets. In June 2002, we completed a 8.9
Bcf (6.3 Bcf working capacity) expansion of our Petal facility, including a
withdrawal facility and a 20,000 horsepower compression station and a 60-mile
takeaway pipeline, including a 9,000 horsepower compression station. These two
facilities have a combined current working capacity of 13.5 Bcf, and are capable
of delivering in excess of 1.2 Bcf/d of natural gas into five interstate
pipeline systems: Transco, Destin Pipeline, Gulf South Pipeline, Southern
Natural Gas Pipeline and Tennessee Gas Pipeline. Each of these facilities is
capable of making deliveries at the high rates necessary to satisfy peak
requirements in the electric generation industry.
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In addition to our Petal and Hattiesburg facilities, we have the exclusive
right to use the Wilson natural gas storage facility under an operating lease
that expires in January 2008 and, subject to certain conditions, has one or more
optional renewal periods of five years each at fair market rent at the time of
renewal. The Wilson facility is comprised of 62 acres, in Wharton County, Texas,
and consists of four caverns with a working gas capacity of 6.4 Bcf. The
facility has an injection capacity of 150 to 360 MMcf/d of natural gas and a
maximum withdrawal capacity of 800 MMcf/d of natural gas. The Wilson capacity is
currently 91 percent subscribed with long-term contracts expiring between 2006
and 2007.

PLATFORM SERVICES

Offshore platforms are critical components of the offshore infrastructure
in the Gulf of Mexico, supporting drilling and production operations, and
therefore play a key role in the overall development of offshore 0il and natural
gas reserves. Platforms are used to:

- interconnect the offshore pipeline grid;
- provide an efficient means to perform pipeline maintenance;

- locate compression, separation, production handling and other facilities;
and

- conduct drilling operations during the initial development phase of an
0il and natural gas property.

We have interests in six multi-purpose offshore hub platforms in the Gulf
of Mexico. These platforms were specifically designed to be used as deepwater
hubs and production handling and pipeline maintenance facilities. Through these
facilities, we are able to provide a variety of midstream services to increase
deliverability for, and attract new volumes into, our offshore pipeline systems.

OTHER ASSETS

Currently, we own interests in four o0il and natural gas properties located
in waters offshore of Louisiana. Production is gathered, transported, and
processed through our pipeline systems and platform facilities, and sold to
various third parties and subsidiaries of El Paso Corporation. We intend to
continue to concentrate on fee-based operations that traditionally provide more
stable cash flow and de-emphasize our commodity-based activities, including
exiting the oil and natural gas production business by not acquiring additional
properties.
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MANAGEMENT
OUR DIRECTORS AND EXECUTIVE OFFICERS

We and our general partner utilize the employees of and management services
provided by El1 Paso Corporation and its affiliates under our general and
administrative agreement. We reimburse our general partner and its affiliates
for reasonable general and administrative expenses, and other reasonable
expenses, incurred by our general partner and its affiliates on our behalf.

DIRECTORS AND EXECUTIVE OFFICERS OF OUR GENERAL PARTNER

The following table sets forth certain information regarding the executive
officers and directors of our general partner. Each executive officer of our
general partner serves us in the same office or offices each such officer holds
with our general partner. Directors are elected annually by an indirect,
wholly-owned subsidiary of El1 Paso Corporation, and hold office until their
successors are elected and qualified. Each executive officer named in the
following table has been elected to serve until his successor is duly appointed
or elected or until his earlier removal or resignation from office.

On January 28, 2003, the Board of Directors established a Governance and
Compensation Committee, determined that all three independent directors (Messrs.
Bracy, Church and Smalley) satisfy the independence requirements for audit
committee eligibility and determined that Messr. Bracy is an audit committee
financial expert as determined by the Securities and Exchange Commission rules.
The Governance and Compensation Committee consists solely of independent
directors and is responsible for establishing performance measures and making
recommendations to E1l Paso Corporation concerning total compensation of its
employees performing duties for us. Mr. Ralls, elected to our board of directors
and its Governance and Compensation Committee effective May 2003, has also been
determined to be an independent director.

There is no family relationship among any of the executive officers or
directors of our general partner, and, other than described herein, no
arrangement or understanding exists between any executive officer and any other
person pursuant to which he was or is to be selected as an officer.

NAME AGE POSITION(S) - ---- --- -
---------- Robert G.
Phillips......coviiiiiinnn,
49 Director, Chairman and Chief
Executive Officer James H.
Lytal. ..o
45 Director and President D. Mark
Leland. . ......coviiiiii it
41 Senior Vice President and
Chief Operating Officer Keith B.
Forman. ........uiiiiiniinnnnenn.
45 Vice President and Chief
Financial Officer Michael B.
BraCy..... it
61 Director H. Douglas
Church........... ... ... ... ...
65 Director Kenneth L.
Smalley........cvviiiiiininnnnnn
73 Director W. Matt

54 Director

MR. PHILLIPS has served as a Director of our general partner since August
1998. He has served as Chief Executive Officer for us and our general partner
since November 1999 and as Chairman since October 2002. He served as Executive
Vice President from August 1998 to October 1999. Mr. Phillips has served as
President of El Paso Field Services Company since June 1997. He served as
President of E1l Paso Energy Resources Company from December 1996 to June 1997,
President of E1l Paso Field Services Company from April 1996 to December 1996
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and Senior Vice President of E1 Paso from September 1995 to April 1996. For more
than five years prior, Mr. Phillips was Chief Executive Officer of Eastex
Energy, Inc.

MR. LYTAL has served as a Director of our general partner since August 1994
and as our President and the President of our general partner since July 1995.
He served as Senior Vice President for us and our general partner from August
1994 to June 1995. Prior to joining us, Mr. Lytal served in various capacities
in the o0il and gas exploration and production and gas pipeline industries with
United Gas Pipeline Company, Texas 0il and Gas, Inc. and American Pipeline
Company .

MR. LELAND has served as Senior Vice President for us and our general
partner since July 2000 and as Chief Operating Officer for us and our general
partner since January 2003, and as Vice President of El Paso Field Services
Company since September 1997. He served as Senior Vice President and Controller
for us and our general partner from July 2000 through December 2002 and as Vice
President and Controller for us and our general partner from August 1998 to July
2000. He served as Director of Business Development for E1 Paso Field Services
Company from September 1994 to September 1997. For more than five years prior,
Mr. Leland served in various capacities in the finance and accounting functions
of E1 Paso Corporation.

MR. FORMAN has served as Chief Financial Officer for us and our general
partner since January 1992 and served as a Director of our general partner from
July 1992 to August 1998. From 1982 to 1992, Mr. Forman served as Vice President
of the Natural Gas Pipeline Group of Manufacturers Hanover Trust Company.

MR. BRACY has served as a Director of our general partner since October
1998 and is an audit committee financial expert as determined under the
Securities and Exchange Commission rules. From January 1993 to August 1997, Mr.
Bracy served as a Director, Executive Vice President and Chief Financial Officer
of NorAm Energy Corp. For nine years prior, Mr. Bracy served in various
executive capacities with NorAm. Mr. Bracy is a member of the Board of Directors
of Itron, Inc., which is not related to us.

MR. CHURCH has served as a Director of our general partner since January
1999. From January 1994 to December 1998, Mr. Church served as the Senior Vice
President, Transmission, Engineering and Environmental for a subsidiary of Duke
Energy Corporation, Texas Eastern Transmission Company. For thirty-two years
prior, Mr. Church served in various engineering and operating capacities with
Texas Eastern Transmission Company, Panhandle Eastern Corporation and
Transwestern Pipeline Company. Mr. Church is a past member of the Board of
Directors of Southern Gas Association and is past Chairman of Boys and Girls
Country of Houston, Inc., which are not related to us.

MR. SMALLEY has served as a Director of our general partner since June
2001. Mr. Smalley has been retired since February 1992. For more than five years
prior to that date, Mr. Smalley was a Senior Vice President of Phillips
Petroleum Company and President of Phillips 66 Natural Gas Company, a Phillips
Petroleum Company subsidiary. Mr. Smalley served as a member of the Board of
Directors of E1 Paso Corporation from 1992 to 2001.

MR. RALLS, who was elected to our board of directors effective May 6, 2003,
is senior vice president and chief financial officer of GlobalSantaFe, one of
the largest international drilling contractors, providing offshore and land
drilling services to the world's leading o0il and gas companies. From 1997 to
2001, he was Global Marine's vice president, chief financial officer and
treasurer. Previously he served as executive vice president, chief financial
officer and director of Kelley 0il and Gas Corporation and as vice president of
Capital Markets and Corporate Development for the Meridian Resource Corporation
before joining Global Marine.
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SELLING UNITHOLDER

If the underwriters exercise all or a part of their overallotment option,
they will purchase the common units to satisfy that option from Sabine River
Investors I, L.L.C., a wholly owned indirect subsidiary of El1 Paso Corporation.
The following table shows information regarding Sabine I's ownership of common
units.

NUMBER OF
% OF
NUMBER OF
% OF UNITS
OWNED
OUTSTANDING
UNITS
OWNED
OUTSTANDING
SELLING
UNITHOLDER
PRIOR TO
OFFERING
UNITS(1)
AFTER THE
OFFERING(2)
UNITS(3) -

Investors
I, L.L.C.
8,852, 902
16.5%
8,177,902
14.1%

(1) Assumes that the number of units outstanding is 53,533,649, the number
outstanding on October 5, 2003.

(2) Assumes that the underwriters exercise their entire overallotment option.
(3) Assumes that the number of units outstanding is 58,033,649, consisting of
53,533,649, the number outstanding on October 5, 2003, plus the 4,500,000

common units offered by us hereby.
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ADDITIONAL TAX CONSIDERATIONS

This section is a summary of recent federal income tax developments that
may be relevant to you. For a discussion of the principal federal income tax
consequences associated with our operations and ownership and disposition of
common units, please read "Tax Consequences" in the base prospectuses. We
recommend that you consult your own tax advisor about the federal, state, local,
and foreign tax consequences peculiar to your situation.

To the extent set forth below and under "Income Tax Considerations -- Legal
Opinions and Advice" in the accompanying base prospectuses, this section
represents the opinion of Akin, Gump, Strauss, Hauer & Feld, L.L.P. insofar as
it relates to matters of law and legal conclusions. The opinion with respect to
this section is subject to the same assumptions and limitations as the opinion
of Akin, Gump, Strauss, Hauer & Feld, L.L.P. described under "Income Tax
Considerations" in the accompanying base prospectuses.

Treasury Regulations under Section 743 of the Internal Revenue Code require
a portion of the Section 743(b) adjustment attributable to property subject to
cost recovery deductions under Section 168 to be recovered over the remaining
cost recovery period for the Section 704(c) built-in gain in such property.
Treasury Regulations under Section 197 similarly require a portion of the
Section 743(b) adjustment attributable to amortizable Section 197 intangibles to
be amortized over the remaining amortization period for the Section 704(c)
built-in gain. These Regulations apply only to partnerships that have adopted
the remedial allocation method with respect to an item of partnership property,
which we may adopt with respect to certain assets. If a different method is
adopted, the Section 743(b) adjustment attributable to property subject to cost
recovery deductions under Section 168 or amortization under Section 197 must be
taken into account as if it were newly-purchased property placed in service when
the transfer giving rise to the Section 743(b) adjustment occurs. Regardless of
the method adopted, Treasury Regulation Section 1.167(c)-1(a)(6) requires the
portion of a Section 743(b) adjustment attributable to property subject to
depreciation under Section 167 of the Internal Revenue Code to be depreciated
using either the straight-line method or the 150 percent declining balance
method.

Under our partnership agreement, we are authorized to take positions to
preserve the uniformity of common units even if that position is not consistent
with specified Treasury Regulations. Although our counsel is unable to opine as
to the validity of this approach because there is no clear authority on this
issue, we depreciate and amortize the Section 743(b) adjustment attributable to
unrealized appreciation in the value of contributed property, to the extent of
any unamortized Section 704(c) built-in gain, using a rate of depreciation or
amortization derived from the depreciation or amortization method and useful
life that will preserve the uniformity of common units. This method for
amortizing and depreciating the Section 743(b) adjustment may be inconsistent
with the Treasury Regulations. If the IRS successfully challenged our method for
depreciating or amortizing the Section 743(b) adjustment, the uniformity of
common units might be affected, and the gain from the sale of common units might
be increased without the benefit of additional deductions.

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 basis for all those interests. Upon a sale or disposition of less than
all of those interests, a portion of that basis must be allocated to the
interests sold based upon relative fair market values. However, the IRS
finalized Treasury Regulations under Section 1223 of the Code that would allow a
selling limited partner who can identify the 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 limited partner 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 Treasury Regulations, may designate
specific common units sold for purposes of determining the holding period of
common units
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transferred. A limited partner electing to use the actual holding period of
common units transferred must use that identification method for all subsequent
sales or exchanges of common units. A limited partner considering the purchase
of additional common 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.

The final Treasury Regulations under Section 1(h) of the Internal Revenue
Code generally provide that a portion of the capital gain that a limited partner
realizes upon the sale or exchange of a common unit may be subject to a maximum
tax rate of 25 percent (instead of 20 percent) to the extent attributable to
prior depreciation claimed on real property. This depreciation is referred to as
"unrecaptured Section 1250 gain."

The recently enacted "Jobs and Growth Tax Reconciliation Act of 2003"
significantly alters the treatment of dividends and long term capital gains of
individuals. Under this Act, corporate dividends received by individuals in
taxable years beginning after 2002 and prior to 2009, and long term capital
gains on sales and exchanges (and payments received) after May 6, 2003 and
before January 1, 2009, are taxed at a maximum rate of 15%. Certain individuals
with taxable income below specified thresholds are taxed at a maximum rate of 5%
(0% in 2008). Finally, to the extent that a redemption of corporate shares is
treated as a dividend, and the dividends paid on such corporate shares (or
amounts treated as dividends for tax purposes) (x) in any 85 day period exceed
10%, or (y) in any 365 day period, exceed 20% of the taxpayer's basis (or, in
certain cases, the fair market value of such shares), then any subsequent loss
on the sale or exchange of such corporate shares shall be treated, to the
extent, as long term capital loss. These changes, to the extent applicable to
corporate shares, may make corporate equity securities more attractive relative
to our common units. As of the date of this prospectus supplement, we cannot
predict the effect that this legislation will have on an investment in our
common units. In addition, several states are evaluating ways to subject
partnerships to entity-level taxation through the imposition of state income,
franchise or other forms of taxation. If certain states were to impose a tax
upon us as an entity, the cash available for distribution to you would be
reduced. The partnership agreement provides that, if a law is enacted or
existing law is modified or interpreted in a manner that subjects us to taxation
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 decreased to reflect that impact on us.
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UNDERWRITING

We and the underwriters named below will enter into an underwriting
agreement with respect to the common units being offered. Subject to certain
conditions, each underwriter will severally agree to purchase the number of
common units indicated in the following table.

Underwriters Number of Common Units -----------
B Goldman, Sachs & Co.
..................................... Merrill

Lynch, Pierce, Fenner & Smith
Incorporated. ..ottt i e
Deutsche Bank Securities Inc.
............................ Wachovia Capital
Markets, LLC ....... ... iiiiiiiiiiinnnnnnnn A.G.

Harris INC. .. vii ittt it i i it et enenns
Credit Suisse First Boston
O J.P. Morgan

The underwriters will be committed to take and pay for all of the common
units being offered, if any are taken, other than the common units covered by
the option described below unless and until this option is exercised.

If the underwriters sell more common units than the total number set forth
in the table above, the underwriters will have an option to buy up to an
additional 675,000 common units from a subsidiary of El1 Paso Corporation to
cover such sales. They may exercise that option for 30 days. If any common units
are purchased pursuant to this option, the underwriters will severally purchase
common units in approximately the same proportion as set forth in the table
above.

The following tables show the per unit and total underwriting discounts and
commissions to be paid to the underwriters by us and E1l Paso Corporation. Such
amounts are shown assuming both no exercise and full exercise of the
underwriters' option to purchase 675,000 additional common units.

Paid by GulfTerra Energy Partners, L.P. No Exercise
FUll EXErciSe --------mcmmmmmm e e e e e e e oo

Units sold by the underwriters to the public will initially be offered at
the public offering price set forth on the cover of this prospectus supplement.
Any units sold by the underwriters to securities dealers may be sold at a

discount of up to $ per unit from the public offering price. Any such
securities dealers may resell any units purchased from the underwriters to
certain other brokers or dealers at a discount of up to $ per unit from the

public offering price. If all the units are not sold at the public offering
price, the representatives may change the offering price and the other selling
terms.

We and certain of our affiliates, including the subsidiaries of E1l Paso
Corporation that own common units, have agreed with the underwriters not to
dispose of or hedge any of our or their common units or securities convertible
into or exchangeable for common units during the period from the date of this
prospectus supplement continuing through the date 90 days after the date
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of this prospectus supplement, except with the prior written consent of the
representatives. This agreement does not apply to the common units subject to
the underwriters' overallotment option, any existing employee benefit plans or
persons with security interests in the common units owned by subsidiaries of El
Paso Corporation. In addition, E1l Paso and its subsidiaries may sell common
units in private placements as long as the purchasers in those transactions also
agree to be bound by that 90-day resale restriction.

In connection with the offering, the underwriters may purchase and sell
common units in the open market. These transactions may include short sales,
stabilizing transactions and purchases to cover positions created by short
sales. Shorts sales involve the sale by the underwriters of a greater number of
units than they are required to purchase in the offering. "Covered" short sales
are sales made in an amount not greater than the underwriters' option to
purchase additional units in the offering. The underwriters may close out any
covered short position by either exercising their option to purchase additional
units or purchasing units in the open market. In determining the source of units
to close out the covered short position, the underwriters will consider, among
other things, the price of units available for purchase in the open market as
compared to the price at which they may purchase additional units pursuant to
the option granted to them. "Naked" short sales are any sales in excess of such
option. The underwriters must close out any naked short position by purchasing
units in the open market. A naked short position is more likely to be created if
the underwriters are concerned that there may be downward pressure on the price
of the units in the open market after pricing that could adversely affect
investors who purchase in this offering. Stabilizing transactions consist of
various bids for or purchases of units made by the underwriters in the open
market prior to the completion of the offering.

The underwriters may also impose a penalty bid. This occurs when a
particular underwriter repays to the underwriters a portion of the underwriting
discount received by it because the representatives have repurchased shares sold
by or for the account of such underwriter in stabilizing or short covering
transactions.

Purchases to cover a short position and stabilizing transactions may have
the effect of preventing or retarding a decline in the market price of the
units, and together with the imposition of the penalty bid, may stabilize,
maintain or otherwise affect the market price of the units. As a result, the
price of the units may be higher than the price that otherwise might exist in
the open market. If these activities are commenced, they may be discontinued at
any time. These transactions may be effected on the NYSE, in the
over-the-counter market or otherwise.

We estimate that our share of the total expenses of the offering, excluding
underwriting discounts and commissions, will be approximately $500,000.

We have agreed to indemnify the several underwriters against certain
liabilities, including liabilities under the Securities Act of 1933.

Certain of the underwriters and their affiliates have provided, from time
to time, and may provide in the future, investment and commercial banking and
financial advisory services to us and our affiliates in the ordinary course of
business, for which they have received and may continue to receive customary
fees and commissions. In October 2003, Goldman, Sachs & Co. acquired from El
Paso Corporation a 9.9 percent membership interest in our general partner for
$88 million. In conjunction with this transaction, Goldman Sachs also purchased
3,000,000 common units from us for net cash proceeds to us of $111.5 million.
For a more complete description of these transactions please see "Business
Overview -- Goldman Sachs' Investment in Our General Partner and Common Units."
In addition, affiliates of each of Goldman Sachs, Merrill Lynch, Credit Suisse
First Boston, Deutsche Bank, J.P. Morgan and Wachovia are lenders under our
revolving credit facility.
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Because the National Association of Securities Dealers, Inc. views the
common units offered hereby as interests in a direct participation program, the
offering is being made in compliance with Rule 2810 of the NASD's Conduct Rules.
Investor suitability with respect to the common units should be judged similarly
to the suitability with respect to other securities that are listed for trading
on a national securities exchange.

LEGAL MATTERS

The validity of the common units being offered and certain tax matters
relating to those units will be passed upon for us by Akin, Gump, Strauss, Hauer
& Feld, L.L.P., Houston, Texas. Certain legal matters with respect to the
legality of the common units being offered will be passed upon for the
underwriter by Vinson & Elkins, LLP, Houston, Texas.

EXPERTS

The financial statements included in the Annual Report on Form 10-K of
GulfTerra Energy Partners, L.P. (formerly El1 Paso Energy Partners, L.P.) for the
year ended December 31, 2002 and the financial statements of El1 Paso Energy
Partners Company, L.L.C. (formerly El Paso Energy Partners Company) included in
the Current Report on Form 8-K dated April 8, 2003, of GulfTerra Energy
Partners, L.P., all incorporated by reference in this prospectus supplement and
the base prospectuses have been so incorporated in reliance on the reports of
PricewaterhouseCoopers LLP, independent accountants, given on the authority of
said firm as experts in auditing and accounting.

The consent of Arthur Andersen LLP to the inclusion of its report regarding
the financial statements of Poseidon 0il Pipeline Company, L.L.C. with respect
to periods prior to 2001, incorporated in this prospectus supplement and the
accompanying base prospectuses by reference to GulfTerra Energy Partners' Annual
Report on Form 10-K for the year ended December 31, 2000, is omitted pursuant to
the Securities Act Rule 437a. We attempted to obtain the appropriate consent
from Arthur Andersen LLP, but the personnel responsible for the audit of
Poseidon's financial statements are no longer employed by Arthur Andersen LLP.
Because Arthur Andersen LLP has not consented to the inclusion of their report
in this prospectus supplement and the accompanying base prospectuses, you will
not be able to recover against Arthur Andersen LLP under Section 11 of the
Securities Act of 1933 for any untrue statement of a material fact contained in
the financial statements audited by Arthur Andersen LLP or any omissions to
state a material fact required to be stated therein. We have not obtained a
consent from Arthur Andersen LLP with respect to such financial statements.

Information derived from the report of Netherland, Sewell & Associates,
Inc., independent petroleum engineers, with respect to GulfTerra Energy
Partners' estimated oil and natural gas reserves incorporated in this prospectus
supplement and the accompanying base prospectuses by reference to GulfTerra
Energy Partners' Annual Report on Form 10-K for the year ended December 31,
2002, has been so incorporated in reliance on the authority of said firm as
experts with respect to such matters contained in their report.

FORWARD - LOOKING STATEMENTS

This prospectus supplement and the accompanying base prospectuses contain
or incorporate by reference forward-looking statements within the meaning of the
Securities Act of 1933 and the Securities Exchange Act of 1934. Where any
forward-looking statement includes a statement of the assumptions or bases
underlying the forward-looking statement, we caution that, while we believe
these assumptions or bases to be reasonable and made in good faith, assumed
facts or bases almost always vary from the actual results, and the differences
between assumed facts or bases and actual results can be material, depending
upon the circumstances.
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Where, in any forward-looking statement, we or our management express an
expectation or belief as to future results, such expectation or belief is
expressed in good faith and is believed to have a reasonable basis. We cannot
assure you, however, that the statement of expectation or expressions may
identify forward-looking statements. These statements relate to analyses and
other information which are based on forecasts of future results and estimates
of amounts not yet determinable. These statements also relate to our future
prospects, developments and business strategies. These forward-looking
statements are identified by their use of terms and phrases such as
"anticipate," "believe," "could," "estimate," "expect," "intend," "may," "plan,"
"predict," "project," "will," and similar terms and phrases, including
references to assumptions. These statements are contained in the sections
entitled "Prospectus supplement summary" and "Risk factors" and other sections
of this prospectus supplement, the accompanying base prospectuses and in the
documents we have incorporated by reference. These forward-looking statements
involve risks and uncertainties that may cause our actual future activities and
results of operations to be materially different from those suggested or
described in this prospectus supplement, the accompanying base prospectuses or
the documents we have incorporated by reference. These risks include the risks
that are identified in this prospectus supplement in the "Risk factors" section,
as well as the section entitled "Risk Factors and Cautionary Statement" included
in our Annual Report on Form 10-K for the year ended December 31, 2002, and the
other documents incorporated by reference. These risks may also be specifically
described in our Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
8-K/A and other documents we have filed with the Securities and Exchange
Commission. We undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future or
otherwise. If one or more of these risks or uncertainties materialize, or if
underlying assumptions prove incorrect, our actual results may vary materially
from those expected, estimated or projected.
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PROSPECTUS
[EL PASO ENERGY PARTNERS, L.P. LOGO]
$1,000, 000, 000

EL PASO ENERGY PARTNERS, L.P.
EL PASO ENERGY PARTNERS FINANCE CORPORATION

CAPITAL SECURITIES
REPRESENTING LIMITED PARTNER INTERESTS

DEBT SECURITIES

We may offer and sell from time to time up to $1,000,000,000 in any
combination of one or more classes or series of any limited partnership
interests we are authorized by our partnership agreement to issue and in one or
more classes or series of any debt securities, including, but not limited to,
common units, preference units, subordinate units, notes and any other capital,
equity or debt securities in one or more separate offerings with this base
prospectus. E1 Paso Energy Partners Finance Corporation, a wholly owned
subsidiary of E1l Paso Energy Partners, L.P., was formed for the sole purpose of
being a co-issuer of certain indebtedness, including some debt securities
covered by this registration statement. We will determine the prices and terms
of the sales at the time of each offering and will describe them in a supplement
to this base prospectus.

This base prospectus may only be used to offer or sell securities if it is
accompanied by a prospectus supplement. The prospectus supplement will contain
important information about us and the securities then being offered which
information is not included in this base prospectus. You should read this base
prospectus and the applicable prospectus supplement carefully.

We may sell these securities to underwriters or dealers, or we may sell
them directly to other purchasers. See "Plan of Distribution." Each prospectus
supplement will list any underwriters, and the compensation that they will
receive, in connection with a particular offering. Each prospectus supplement
will also show you the total amount of money that we will receive, after we pay
certain expenses of the offering, from selling the securities so offered.

Our existing common units are listed for trading on the New York Stock
Exchange under the symbol "EPN".

INVESTING IN OUR SECURITIES INVOLVES CERTAIN RISKS. LIMITED PARTNER
INTERESTS ARE INHERENTLY DIFFERENT FROM CAPITAL STOCK OF A CORPORATION. SEE
"RISK FACTORS" BEGINNING ON PAGE 1.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is February 7, 2002
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The information contained in this base prospectus was obtained from us and
other sources believed by us to be reliable. This base prospectus also
incorporates important business and financial information about us that is not
included in or delivered with this base prospectus.

You should rely only on the information contained in this base prospectus
or any applicable prospectus supplement and any information incorporated by
reference in this base prospectus or any applicable prospectus supplement. We
have not authorized anyone to provide you with any information that is
different. If you receive any unauthorized information, you must not rely on it.
You should disregard anything we said in an earlier document that is
inconsistent with what is included in or incorporated by reference in this base
prospectus or any applicable prospectus supplement. Generally, unless the
context requires otherwise, when we refer only to the "prospectus," we are
referring to the base prospectus and the applicable prospectus supplement.

You should not assume that the information in this base prospectus or any
applicable supplement is current as of any date other than the date on the front
page of this base prospectus or the date on the front page of any applicable
prospectus supplement. This base prospectus is not an offer to sell nor is it
seeking an offer to buy these securities in any state or jurisdiction where the
offer or sale is not permitted.

We include cross references in this base prospectus to captions in these

materials where you can find further related discussions. The above table of
contents tells you where to find these captions.



EL PASO ENERGY PARTNERS, L.P.

Formed in 1993, we are one of the largest publicly-traded limited
partnerships, or MLPs, in terms of market capitalization. We currently manage a
balanced, diversified portfolio of interests and assets that includes:

- 0il and natural gas pipelines, platforms, processing facilities and other
energy infrastructure assets in the deeper water regions of the Gulf of
Mexico, primarily offshore Louisiana and Texas;

- natural gas storage facilities in Mississippi;
- natural gas processing facilities in New Mexico;

- natural gas liquids, or NGLs, transportation and fractionation facilities
in south Texas;

- intrastate natural gas pipeline assets in Alabama; and
- 0il and natural gas properties in the Gulf of Mexico.

Our objective is to increase distributions to our unitholders and general
partner and to increase the value of our limited and general partnership
interests by growing and enhancing the quality of our cash flow. Our strategy to
achieve this objective involves combining our position as a provider of
midstream services in the deeper water regions of the Gulf of Mexico with an
aggressive effort to acquire and develop diversified onshore midstream energy
infrastructure assets.

We continue to benefit from the unique corporate sponsorship we receive
from E1 Paso Corporation, the indirect parent of our general partner. El Paso
Corporation is a global energy company with operations that range from energy
production and extraction to power generation, with total assets of $47 billion
as of September 30, 2001 and senior unsecured credit ratings of Baa2 from
Moody's and BBB from Standard & Poor's as of December 31, 2001. We are a primary
vehicle for growth and development of midstream energy assets for El Paso
Corporation. Since 1999, we have completed approximately $700 million of asset
transfers from E1 Paso Corporation's portfolio of midstream assets. Through its
subsidiaries, E1 Paso Corporation owns approximately 26%, or 10,430,834, of our
common units and our 1% general partner interest. Additionally, El Paso
Corporation owns, through a subsidiary, 125,392 of our Series B Preference
Units, with a liquidation value of approximately $143 million at December 31,
2001.

For purposes of this base prospectus, unless the context otherwise
indicates, when we refer to "us," "we," "our," "ours," we are describing
ourselves, El1 Paso Energy Partners, L.P., together with our subsidiaries,
including E1 Paso Energy Partners Finance Corporation.

ABOUT THIS PROSPECTUS

This base prospectus is part of a registration statement that we have filed
with the Securities and Exchange Commission using a "shelf" registration
process. Under this shelf registration process, we may sell the securities
described in this base prospectus in one or more offerings up to a total amount
of $1,000,000,000. This base prospectus provides you with a general description
of us and the securities. Each time we sell securities with this base
prospectus, we will provide 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 base prospectus. If the description
of the offering varies between the prospectus supplement and this base
prospectus, you should rely on the information in the prospectus supplement. The
information in this base prospectus is accurate as of February 7, 2002. You
should carefully read both this base prospectus and any prospectus supplement,
together with additional information described under the heading "Where You Can
Find More Information" beginning on page iii.

ii



FORWARD - LOOKING STATEMENTS AND OTHER INFORMATION

This base prospectus and any prospectus supplement includes, or may
include, "forward-looking statements" within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934,
including, in particular, the statements about our plans, strategies and
prospects. Although we believe that our plans, intentions and expectations
reflected in or suggested by such forward-looking statements are reasonable, we
cannot assure you that we will achieve such plans, intentions or expectations.
Important factors that could cause actual results to differ materially from the
forward-looking statements we make in this base prospectus and in any prospectus
supplement are set forth below and elsewhere in this base prospectus. All
forward-looking statements attributable to us or persons acting on our behalf
are expressly qualified in their entirety by the following cautionary
statements.

This base prospectus, any prospectus supplement and the documents we have
incorporated by reference contain forward-looking statements. The words
"believe," "expect," "estimate," "could," "intend," "may," "plan," "predict,"
"project," "will" and "anticipate" and similar expressions identify
forward-looking statements. Forward-looking statements include those that
address activities, events or developments that we expect or anticipate will or
may occur in the future. These include the following:

- the amount and nature of future capital expenditures;
- business strategy and measures to carry out strategy;
- competitive strengths;

- goals and plans;

- expansion and growth of our business and operations;
- references to intentions as to future matters; and

- other similar matters.

A forward-looking statement may include a statement of the assumptions or bases
underlying the forward-looking statement. We believe we have chosen these
assumptions or bases in good faith and that they are reasonable. However, we
caution you that assumed facts or bases almost always vary from actual results,
and the differences between assumed facts or bases and actual results can be
material, depending on the circumstances. When considering forward-looking
statements, you should keep in mind the risk factors and other cautionary
statements in this base prospectus, any prospectus supplement and the documents
we have incorporated by reference. We will not update these statements unless
the securities laws require us to do so.

You should rely only on the information contained in or incorporated by
reference in this base prospectus or any prospectus supplement. We have not
authorized anyone to provide you with different information. We are not making
an offer of these securities in any state or jurisdiction where the offer is not
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