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EXPLANATORY NOTE

        On December 15, 2003, Enterprise Products Partners L.P. (“Enterprise”) and certain of its affiliates, El Paso Corporation (“El Paso”) and certain of its
affiliates and GulfTerra Energy Partners, L.P. (“GulfTerra”) and certain of its affiliates entered into a series of definitive agreements pursuant to which Enterprise
and GulfTerra will merge. In connection with the proposed merger, a subsidiary of Enterprise will purchase the outstanding ownership interests in El Paso
Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. from El Paso (after adjustment by the seller for certain retained assets and liabilities as described
in the associated purchase and sale agreement dated December 15, 2003). The purpose of this Current Report on Form 8-K is to file the audited combined
financial statements of El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. for the years ended December 31, 2003, 2002 and 2001 pursuant
to the requirements of S-X Rule 3-05 (a) and (b). Enterprise is filing these financial statements with this report so that they will be incorporated by reference in its
currently effective registration statements.

Item 7.  FINANCIAL STATEMENTS AND EXHIBITS.

 (a) Financial statements of businesses acquired.

 1. Combined Financial Statements for El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. as of December 31, 2003 and 2002
and for the three year period ended December 31, 2003 and independent auditors’ report.



EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED FINANCIAL STATEMENTS

With Report of Independent Auditors

For the Years Ended December 31, 2003, 2002 and 2001

Report of Independent Auditors

To the Owners of El Paso Hydrocarbons, L.P. 
and El Paso NGL Marketing Company, L.P.:

In our opinion, the accompanying combined balance sheets and the related combined statements of operations, comprehensive income and changes in
accumulated comprehensive income (loss), owners’ net investment and cash flows present fairly, in all material respects, the financial position of El Paso
Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. (collectively, the “Companies”) at December 31, 2003 and 2002, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2003 in conformity with accounting principles generally accepted in
the United States of America. These financial statements are the responsibility of the Companies’ management; our responsibility is to express an opinion on
these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the



United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

As discussed in Note 5 to the combined financial statements, the Companies have significant transactions and relationships with affiliated entities. Because of
these relationships, it is possible that the terms of these transactions are not the same as those that would have resulted from transactions with wholly unrelated
entities.

/s/ PricewaterhouseCoopers LLP

Houston, Texas 
April 15, 2004

EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED BALANCE SHEETS 
(In thousands)

December 31,

2003 2002

       
ASSETS

Current assets   
   Accounts receivable   
     Trade, net   $ 160,475 $ 94,360 
     Affiliates    16,632  59,132 
   Natural gas imbalance receivable from affiliate    3,022  3,472 
   Inventory    14,964  10,702 

   Other current assets   
 4,148  1,662 

         Total current assets    199,241  169,328 

Property, plant and equipment, net   
 316,255  325,808 

         Total assets   
$ 515,496 $ 495,136 

 
 

LIABILITIES AND OWNERS’ NET INVESTMENT
 

Current liabilities   
   Accounts payable   
     Trade   $ 128,638 $ 109,707 
     Affiliates    48,442  55,945 
   NGL and NGL product liabilities    14,213  8,998 

   Other current liabilities   
 2,623  1,025 

         Total current liabilities    193,916  175,675 

Environmental liabilities   
 2,190  2,288 



         Total liabilities    196,106  177,963 

Commitments and contingencies         
Accumulated other comprehensive income (loss)    (32)  50 

Owners’ net investment   
 319,422  317,123 

         Total owners’ net investment   
 319,390  317,173 

         Total liabilities and owners’ net investment   
$ 515,496 $ 495,136 

See accompanying notes.
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EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED STATEMENTS OF OPERATIONS 
(In thousands)

For the Year Ended December 31,

2003 2002 2001

Operating revenues            
   Sales of NGL and NGL products   
     Third parties   $ 1,068,121 $ 799,300 $ 511,357 
     Affiliates    15,842  238,815  118,221 
   Processing and other services   
     Third parties    48,410  27,477  5,776 
     Affiliates    298,327  484,527  242,883 

    1,430,700  1,550,119  878,237 

Operating expenses   
   Cost of natural gas and other products   
     Third parties    845,785  907,319  647,255 
     Affiliates    540,850  570,915  173,857 
   Operations and maintenance   
     Third parties    14,876  15,314  17,818 
     Affiliates    7,250  9,554  8,206 
   Depreciation and amortization    12,138  11,921  12,396 
   Taxes other than income    2,321  2,374  2,570 

    1,423,220  1,517,397  862,102 

 
Operating income    7,480  32,722  16,135 
 
Other income    -  32  - 
Other expense    -  5  - 
Interest income    99  -  2,396 

Net income   $ 7,579 $ 32,749 $ 18,531 



See accompanying notes.
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EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED STATEMENTS OF CASH FLOWS 
(In thousands)

For the Year Ended December 31,

2003 2002 2001

Cash flows from operating activities            
Net income   $ 7,579 $ 32,749 $ 18,531 
Adjustments to reconcile net income to cash provided by      
   operating activities   
   Depreciation and amortization    12,138  11,921  12,396 
Working capital changes net of noncash transactions:      
   Accounts receivable    (23,615)  (4,194)  (71,629)
   Natural gas imbalance receivable from affiliate    450  12,854  (16,326)
   Inventory    (4,388)  (1,077)  1,156 
   Other current assets    (2,536)  (1,612)  - 
   Accounts payable    11,428  (51,395)  159,605 
   NGL and NGL product liabilities    5,215  7,730  1,268 
   Other current liabilities    1,692  369  (40)
Non-working capital changes:      
   Decrease in environmental liabilities    (98)  (86)  (12)

       Net cash provided by operating activities    7,865  7,259  104,949 

Cash flows from investing activities   
Capital expenditures    (2,585)  (3,551)  (2,242)
Proceeds from asset sale    -  -  133,000 

       Net cash provided by (used in) investing activities    (2,585)  (3,551)  130,758 

Cash flows from financing activities   
Net cash distributions to owners    (5,280)  (3,708)  (235,707)

       Net cash used in financing activities    (5,280)  (3,708)  (235,707)

Net change in cash and cash equivalents    -  -  - 
Cash and cash equivalents   
   Beginning of period    -  -  - 

   End of period   $ -  $ -  $ -  

See accompanying notes.
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EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED STATEMENTS OF OWNERS’ NET INVESTMENT 
(In thousands)

For the Year Ended December 31,

2003 2002 2001

Owners’ net investment         
   Balance at beginning of period   $ 317,123 $ 288,082 $ 505,258 
   Net income    7,579  32,749  18,531 
   Net cash distributions to owners    (5,280)  (3,708)  (235,707)

       Balance at end of period    319,422  317,123  288,082 
Accumulated other comprehensive income (loss)   
   Balance at beginning of period    50  (496)  - 
   Other comprehensive income (loss)    (82)  546  (496)

       Balance at end of period    (32)  50  (496)

Total owners’ net investment   $ 319,390 $ 317,173 $ 287,586 

See accompanying notes.
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EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

COMBINED STATEMENTS OF COMPREHENSIVE INCOME 
AND CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) 

(In thousands)

Comprehensive income
Year Ended December 31,

2003 2002 2001

Net income   $ 7,579 $ 32,749 $ 18,531 
Other comprehensive income (loss)    (82)  546  (496)

Total comprehensive income   $ 7,497 $ 33,295 $ 18,035 



Accumulated Other Comprehensive Income (Loss)
Year Ended December 31,

2003 2002 2001

Beginning balance   $ 50 $ (496) $ - 
   Unrealized mark-to-market gains (losses) on cash flow   
     hedges arising during the period    2,657  2,152  (5,817)
   Reclassification adjustments for changes in initial value   
     of derivative instruments to settlement date    (2,739)  (1,606)  5,321 

Ending balance   $ (32) $ 50 $ (496)

See accompanying notes.
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EL PASO HYDROCARBONS, L.P. 
EL PASO NGL MARKETING COMPANY, L.P.

NOTES TO COMBINED FINANCIAL STATEMENTS

Note 1 – Organization and Nature of Business

        Organization

        El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. are Delaware limited partnerships, whose limited and general partnership interests
are owned by subsidiaries of El Paso Corporation. We own and operate assets located in south Texas, including nine cryogenic processing plants and related
equipment with total processing capacity of 1,890 million cubic feet per day (MMcf/d), one natural gas treating plant with capacity of 150 MMcf/d, a 294-mile
natural gas gathering system and a 3.8-mile natural gas liquids (NGL) pipeline. We gather natural gas, extract NGL from natural gas, process mixed NGL into
component products (e.g., ethane, propane, butane, natural gasoline, and other products), and transport and market NGL and NGL products.

        The terms “we,” “our” or “us” refer to El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. on a combined basis.

        Sale to Enterprise Products Partners, L.P.

        In December 2003, certain subsidiaries of El Paso Corporation entered into an agreement to sell us to Enterprise Products Operating, L.P. (Enterprise) for
approximately $150 million, which sale is expected to close concurrent with the closing of the merger of a subsidiary of Enterprise Products Partners, L.P. with
GulfTerra Energy Partners, L.P. (GulfTerra), both of which are master limited partnerships. Until the closing of the sale or termination of the agreement, we may
not, without Enterprise’s consent engage in any action outside the ordinary course of business. As a result, our ability to incur liens, amend or terminate material
agreements, issue equity, incur debt, sell assets, initiate or settle litigation, or change our accounting principles is limited. The parties’ obligations under the
agreement to sell us are subject to the satisfaction of specified conditions including, among other things, obtaining Hart-Scott-Rodino and other third-party
approvals and consents and consummating the merger.

Note 2 – Significant Accounting Policies

        Basis of Presentation

        The accompanying combined financial statements have been prepared from El Paso Corporation’s historical accounting records of the combined companies
and are presented on a carve-out basis to include the historical operations applicable to El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P. In



this context, no direct owner relationship existed among these entities. Accordingly, the net investment in these entities (owners’ net investment) is shown in lieu
of owners’ equity in the combined financial statements. During 2001 and 2002, our owners contributed additional businesses to us in the form of entire legal
entities and assets. The contribution of these additional businesses, which were under the common control of El Paso Corporation for all periods presented,
constitutes a change in our reporting entity. Accordingly, our financial statements include the accounts and results of operations of these businesses for all periods
presented on an “as-if pooled” basis. The net assets contributed have been initially recorded at the historical cost of El Paso Corporation.

        Our combined financial statements are prepared on the accrual basis of accounting in conformity with accounting principles generally accepted in the United
States of America. All significant intercompany accounts and transactions within the companies have been eliminated.
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        Throughout the periods covered by the combined financial statements, El Paso Corporation and its subsidiaries have provided cash management services to
us through a centralized treasury system. As a result, all of our charges and cost allocations covered by the centralized treasury system were deemed to have been
paid by us to El Paso Corporation and its subsidiaries, in cash, during the period in which the cost was recorded in the combined financial statements. In addition,
all of our cash receipts were advanced to El Paso Corporation and its subsidiaries as they were received. As a result of using these centralized treasury systems,
the excess of cash receipts advanced over the charges and cash allocation is reflected as net cash contributions from/distributions to our owners in the combined
statements of owners’ net investment and cash flows.

        We have been allocated general and administrative expenses incurred by our owners in order to present our financial statements on a stand-alone basis. See
Note 5 for a discussion of the amounts and method of allocation. All of the allocations in the combined financial statements are based on assumptions that
management believes are reasonable under the circumstances. However, these allocations are not necessarily indicative of the costs and expenses that would have
resulted had we operated as a separate entity.

        Use of Estimates

        The preparation of these combined financial statements in conformity with accounting principles generally accepted in the United States of America requires
us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and the related disclosures in these combined
financial statements. While we believe these estimates are appropriate, actual results can, and often do, differ from those estimates.

        Allowance for Doubtful Accounts

        We have established an allowance for losses on accounts that we believe are uncollectible. We regularly review the collectibility of our accounts and adjust
the allowance as necessary, primarily under the specific identification method. At December 31, 2003 and 2002, the allowance was approximately $892,000 and
$582,000.

        Natural Gas Imbalance

        The natural gas imbalance results from differences in gas volumes we purchased and sold or consumed in our processing activities compared with the
amounts we nominated for delivery. This imbalance is settled in kind through a tracking mechanism or a negotiated cash-out between parties and is valued at
prices representing the estimated value of these imbalances upon settlement. Changes in natural gas prices will affect our valuation. We do not value our
imbalances based on current month-end spot prices because it is not likely that we would purchase or receive natural gas at that point in time to settle the
imbalance. Natural gas imbalances are reflected in imbalance receivable or imbalance payable, as appropriate, in our combined financial statements.

        Inventory

        Our inventory consists of NGL and NGL products and is carried at the lower of its cost or market with cost determined using the average cost method. We
had no lower of cost or market adjustments in 2003 or 2002. In 2001, we recorded an adjustment of approximately $1.3 million to reduce the book value of our
inventory to market.

        Property, Plant and Equipment

        Our processing and treating plants, as well as our natural gas gathering and NGL pipelines are recorded at historical cost. Provision for depreciation of
property, plant and equipment is made on a straight-line basis over the estimated useful lives of these facilities using periods ranging from 30 to 40 years.
Retirements, sales and disposals of assets are recorded by eliminating the related cost and accumulated depreciation of the disposed assets with any resulting
gains or losses reflected in income. Repairs and maintenance costs are expensed as incurred, while additions, improvements and replacements are capitalized.
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        Accounting for Asset Retirement Obligations



        In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 143, Accounting for Asset
Retirement Obligations. This statement requires companies to record a liability for the estimated retirement and removal of assets used in their business. The
liability is recorded at its fair value, with a corresponding asset which is depreciated over the remaining useful life of the long-lived asset to which the liability
relates.

        On January 1, 2003, we adopted the provisions of SFAS No. 143. Our assets subject to asset retirement obligations include two of our processing plants, our
natural gas gathering system and a portion of our NGL pipeline. We have identified these assets as having an indeterminate life in accordance with SFAS No. 143,
which means that we cannot reasonably estimate the fair value of the retirement obligations. Accordingly, we did not recognize any asset or related liability for
the cost of retiring or removing long-lived assets used in our business upon our adoption of SFAS No. 143. A liability for these asset retirement obligations will
be recorded if and when the fair value obligation becomes measurable. Our estimate of the potential costs that would be required to settle these obligations if they
were settled in the near term range from $6.2 million to $10.6 million.

        Impairment and Disposal of Long-Lived Assets

        We apply the provisions of SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, to account for impairment and disposal of long-
lived assets. Accordingly, we evaluate the recoverability of selected long-lived assets when adverse events or changes in circumstances indicate that the carrying
value of an asset or group of assets may not be recoverable. We determine the recoverability of an asset or group of assets by estimating the undiscounted cash
flows expected to result from the use and eventual disposition of the asset or group of assets at the lowest level for which separate cash flows can be measured. If
the total of the undiscounted cash flows is less than the carrying amount for the assets, we estimate the fair value of the asset or group of assets and recognize the
amount by which the carrying value exceeds the fair value, less cost to sell, as an impairment loss in income from operations in the period the impairment is
determined.

        Additionally, as required by SFAS No. 144, we classify long-lived assets to be disposed of other than by sale (e.g., abandonment, exchange or distribution) as
held and used until the item is abandoned, exchanged or distributed. We evaluate assets to be disposed of other than by sale for impairment and recognize a loss
for the excess of the carrying value over the fair value. Long-lived assets to be disposed of through sale recognition meeting specific criteria are classified as
“Held for Sale” and measured at the lower of their cost or fair value less cost to sell. We report the results of operations of a component classified as held for sale,
including any gain or loss in the period(s) in which they occur. We classify gains and losses resulting from sales of long-lived assets in operating income in
accordance with the provisions of SFAS No. 144. We also reclassify the asset or assets as either held for sale or discontinued operations, depending on whether
they have independently determinable cash flow and whether we have any continuing involvement.

        NGL and NGL Product Liabilities

        We record NGL and NGL product liabilities when we deliver more NGL and NGL products to customers than is available in our inventory. To accomplish
these deliveries, we borrow the inventory of third parties in our possession and then must settle the liability by restoring the inventory. We value the liability at the
appropriate index price based on location and the type of product borrowed.

        Fair Value of Financial Instruments

        As of December 31, 2003 and 2002 our carrying amounts of accounts receivable and accounts payable approximate fair value due to the short-term nature of
these instruments.

        Revenue Recognition

        Revenue from processing services is recognized in the period the natural gas is processed for the customer. Our processing contracts generally provide that
we are compensated for our services from the retention of NGL
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extracted, fee-based terms and the sale of natural gas purchased for and not consumed in our processing activities. Revenues from NGL sales contracts, including
the sale of NGL retained from processing, are recognized as sales of NGL and NGL products in our combined statements of operations and recorded upon the
delivery of the NGL products specified in each individual contract. Pricing terms in these sales contracts are based upon market-related prices for such products
and can include pricing differentials due to factors such as differing delivery locations and markets.

        Cost of Natural Gas and Other Products

        In providing our processing services, we incur and are responsible for costs based on the type of processing contracts. These costs include producer
payments based on contracts which require us to pay the producer an amount for liquids extracted at a stated contract price, natural gas replacement costs, liquid
fractionation costs and natural gas purchase costs.

        Accounting for Price Risk Management Activities

        Our business activities expose us to a variety of risks including commodity price risk. From time to time we engage in price risk management activities for
non-trading purposes to manage market risks associated with the commodities we purchase and sell. Our price risk management activities involve the use of a
variety of derivative financial instruments, including

 • exchange-traded future contracts that involve cash settlement;
 • forward contracts that involve cash settlements or physical delivery of a commodity; and
 • swap contracts that require payments to (or receipts from) counterparties based on the difference between a fixed and a variable price, or two



variable prices, for a commodity.

        We account for all of our derivative instruments in accordance with the provisions of SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities, as amended. We record all derivatives in our balance sheets at their fair value as other assets or other liabilities and classify them as current or
noncurrent based upon their anticipated settlement date.

        For those instruments entered into to hedge risk and which qualify as hedges, we apply the provisions of SFAS No. 133, and the accounting treatment
depends on our intended use for each instrument and its designation. In addition to its designation, a hedge must be effective. To be effective, changes in the value
of the derivative or its resulting cash flows must substantially offset changes in the value or cash flows of the item being hedged.

        We formally document all relationships between hedging instruments and hedged items, as well as our risk management objectives and strategies for
undertaking various hedge transactions. All hedging instruments are linked to the hedged asset, liability, firm commitment or forecasted transaction. We also
assess, both at the inception of the hedge and on an on-going basis, whether the derivatives that are used in our hedging transactions are highly effective in
offsetting changes in cash flows or fair values of the hedged items. We discontinue hedge accounting prospectively if we determine that a derivative is not highly
effective as a hedge or if we decide to discontinue the hedging relationship.

        We had no open derivative contracts at January 1, 2001. During 2003, 2002 and 2001, we entered into both cash flow and fair value hedges that qualify for
hedge accounting under SFAS No. 133 treatment. Changes in the fair value of a derivative designated as a cash flow hedge are recorded in accumulated other
comprehensive income for the portion of the change in value of the derivative that is effective. The ineffective portion of the derivative is recorded in earnings in
the current period. Classification in the income statement of the ineffective portion is based on the income classification of the item being hedged. At the date of
the hedged transaction, we reclassify the gains or losses resulting from the sale, maturity, extinguishment or termination of derivative instruments designated as
hedges from accumulated other comprehensive income to operating income in our combined statements of operations. For fair value hedges, changes in the fair
value of the derivative and changes in the fair value of the related asset or liability associated with the hedged risk are recorded in our current period earnings,
generally as a component of operating revenues in the case of a sale, or as a component of the cost of natural gas and other

11

products in the case of a purchase. We classify cash inflows and outflows associated with the settlement of our derivative transactions as cash flows from
operating activities in our combined statements of cash flows.

        We may also purchase and sell instruments to economically hedge price fluctuations in the commodity markets. These instruments are not documented as
hedges due to their short-term nature, or do not qualify under the provisions of SFAS No. 133 for hedge accounting due to the terms in the instruments. Where
such derivatives do not qualify, or are not documented as a hedge, changes in their fair value are recorded in earnings in the current period.

        During the normal course of our business, we may enter into contracts that qualify as derivatives under the provisions of SFAS No. 133. As a result, we
evaluate our contracts to determine whether derivative accounting is appropriate. Contracts that meet the criteria of a derivative and qualify as “normal purchase”
and “normal sales,” as those terms are defined in SFAS No. 133, may be excluded from SFAS No. 133.

        In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities. This statement amends
SFAS No. 133 to incorporate several interpretations of the Derivatives Implementation Group (DIG), and also makes several minor modifications to the definition
of a derivative as it was defined in SFAS No. 133. SFAS No. 149 is effective for contracts entered into or modified after June 30, 2003. Our combined financial
statements were not initially affected by adopting this standard, although the FASB and DIG continue to deliberate on the application of the standard to certain
derivative contracts, which may affect our combined financial statements in the future.

        Environmental Costs and Other Contingent Liabilities

        We expense or capitalize expenditures for ongoing compliance with environmental regulations that relate to past or current operations as appropriate. We
expense amounts for clean up of existing environmental contamination caused by past operations that do not significantly increase the value of the property or
extend its useful life. We record liabilities when our environmental assessments indicate that remediation efforts are probable, and the costs can be reasonably
estimated. Estimates of our liabilities are based on currently available facts, existing technology and presently enacted laws and regulations taking into
consideration the likely effects of inflation and other societal and economic factors, and include estimates of associated legal costs. These amounts also consider
prior experience in remediating contaminated sites, other companies’ clean-up experience and data released by the Environmental Protection Agency or other
organizations. These estimates are subject to revision in future periods based on actual costs or new circumstances and are included in our combined balance
sheets at their undiscounted amounts. We currently have a reserve for environmental matters.

        We are named defendants in lawsuits and governmental proceedings that arise in the ordinary course of our business. For each of our outstanding legal
matters, we evaluate the merits of the case, our exposure to the matter, possible legal or settlement strategies and the likelihood of an unfavorable outcome. If we
determine that an unfavorable outcome is probable and can be estimated, we will establish the necessary accruals. As of December 31, 2003 and 2002, we did not
have any reserves for pending or threatened legal matters.

        Income Taxes

        We are organized as limited partnerships and are therefore, not subject to taxation for federal or state income tax purposes. The taxable income or loss
resulting from our operations will ultimately be included in the federal and state income tax returns of our owners. Accordingly, no provision for income taxes has
been recorded in the accompanying combined financial statements.

        Comprehensive Income



        Our comprehensive income is determined based on net income, adjusted for changes in accumulated other comprehensive income (loss) from our cash flow
hedging activities.
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        Recent Pronouncements

        Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity

        In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity. This
statement provides guidance on the classification of financial instruments as equity, liabilities, or as both liabilities and equity. The provisions of SFAS No. 150
are effective for all financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim period
beginning July 1, 2003. We adopted the provisions of SFAS No. 150 on July 1, 2003, and our adoption did not have a material effect on our combined financial
statements.

        Consolidation of Variable Interest Entities

        In January 2003, the FASB issued FIN No. 46, Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51. This interpretation defines a
variable interest entity (VIE) as a legal entity whose equity owners do not have sufficient equity at risk and/or a controlling financial interest in the entity. This
standard requires that a company consolidate a VIE if it is allocated a majority of the VIEs losses and/or returns, including fees paid by the entity. In December
2003, the FASB issued FIN 46-R, which amended FIN No. 46, to extend its effective date until the first quarter of 2004 for all types of entities except special
purpose entities (SPEs). In addition, FIN No. 46-R also limited the scope of FIN No. 46 to exclude certain joint ventures of other entities that meet the
characteristics of businesses.

        We have no VIEs as defined by FIN Nos. 46 and 46-R and do not expect our adoption of this statement to have a significant effect on our reported results or
financial position.

Note 3 –Transportation and Fractionation Asset Sale

        In February 2001, we sold three fractionation plants and related facilities for $133 million to GulfTerra. These assets had been acquired by El Paso
Corporation in a purchase business combination in December 2000 and contributed to us at their fair values. We did not realize any gain or loss on the disposal of
these assets.

        We deposited the proceeds from the sale in a qualified intermediary account. As El Paso Corporation found qualifying acquisitions during 2001, we
distributed amounts out of the qualified intermediary account to El Paso Corporation. We distributed the remaining balance in September 2001. While the
proceeds were in the qualified intermediary account, we earned interest of approximately $2.4 million on the funds. This amount is reported as interest income in
our statement of operations for the year ended December 31, 2001.

Note 4 – Property, Plant and Equipment

        Our property, plant and equipment consist of the following at December 31 (in thousands):

2003 2002

Property, plant and equipment at cost         
   Processing plants, pipelines and related facilities   $ 354,815 $ 352,750 
   Construction work-in-progress    1,596  1,076 

    356,411  353,826 
Less accumulated depreciation, depletion and amortization    (40,156)  (28,018)

Total property, plant and equipment, net   $ 316,255 $ 325,808 

Note 5 – Related Party Transactions

        We enter into various types of transactions with affiliates in the normal course of business on market-related terms and conditions including processing of
natural gas for, selling natural gas and NGL products to and purchasing natural gas and NGL products from affiliates. In addition, our owners allocate to us
general and administrative costs incurred on our behalf. Our allocation is based on an average rate representing our gross
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property, plant and equipment; earnings before interest and taxes; and direct labor costs, each expressed as a percentage of the total amount recorded by El Paso
Corporation. We were allocated general and administrative costs of approximately $5.8 million, $7.9 million and $6.4 million in 2003, 2002 and 2001, which are
included in operations and maintenance expense in our statements of operations.

        Substantially all of the individuals who perform the day-to-day financial, administrative, accounting and operational functions for us, as well as those who
are responsible for directing and controlling us, are currently employed by El Paso Corporation. Eligible employees participate in benefit plans provided by El
Paso Corporation which include a defined benefit pension plan, a defined contribution plan covering substantially all domestic employees and health care benefit
plans. Costs associated with these plans are proportionately allocated to us. For the years ended December 31, 2003, 2002 and 2001, these allocated costs were
approximately $1.4 million, $1.7 million and $1.8 million and are included in operations and maintenance expense in our statements of operations.

        The following table provides summary data of our transactions with related parties for the years ended December 31 (in thousands):

2003 2002 2001

Revenues received from related parties:            
     Sales of NGL and NGL products   $ 15,842 $ 238,815 $ 118,221 
     Processing and other services    298,327  484,527  242,883 

   $ 314,169 $ 723,342 $ 361,104 

Expenses paid to related parties:   
     Cost of natural gas and other products   $ 540,850 $ 570,915 $ 173,857 
     Operations and maintenance    7,250  9,554  8,206 

   $ 548,100 $ 580,469 $ 182,063 

        For the years ended December 31, 2003, 2002 and 2001, revenues received from related parties comprised approximately 22.0 percent, 46.7 percent and 41.1
percent of our operating revenues. During 2003, we reduced our transactions with El Paso Merchant Energy North America Company and began to replace those
transactions with similar arrangements with third parties.
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        The following table provides summary data categorized by our related parties for the years ended December 31 (in thousands):

2003 2002 2001

Revenues received from related parties:         
   El Paso Corporation   
     El Paso Merchant Energy North America Company   $ 235,520 $ 645,243 $ 335,459 
     El Paso Field Services    66,697  71,046  10,390 
     El Paso Production Company    8,748  5,152  8,915 
   GulfTerra Energy Partners, L.P.    3,204  1,901  6,340 

   $ 314,169 $ 723,342 $ 361,104 

Purchased NGL and NGL product costs paid to related parties:   
   El Paso Corporation   
     El Paso Field Services   $ 338,272 $ 426,378 $ 87,780 



     El Paso Production Company    64,282  31,268  11,337 
     Colorado Interstate Gas Company    24,087  15,599  13,907 
     El Paso Merchant Energy North America Company    68,432  30,774  39,190 
   GulfTerra Energy Partners, L.P.    45,777  66,896  21,643 

   $ 540,850 $ 570,915 $ 173,857 

 
Operating expenses paid to related parties:   
   El Paso Field Services   $ 7,250 $ 9,554 $ 8,206 

        Our accounts receivable due from and accounts payable due to related parties consisted of the following at December 31 (in thousands):

 
2003 2002

 
Accounts receivable          
   El Paso Corporation   
     El Paso Field Services   $ 14,595 $ 6,831    
     El Paso Merchant Energy North America Company    425  51,015    
     El Paso Production Company    736  1,014    
   GulfTerra Energy Partners, L.P.    876  272    

   $ 16,632 $ 59,132    

   
Natural gas imbalance receivable   
   GulfTerra Energy Partners, L.P.   $ 3,022 $ 3,472    

   
Accounts payable   
   El Paso Corporation   
     El Paso Field Services   $ 33,719 $ 37,556    
     El Paso Production Company    9,281  6,099    
     Colorado Interstate Gas Company    1,603  1,584    
     El Paso Merchant Energy North America Company    87  1,875    
   GulfTerra Energy Partners, L.P.    3,752  8,831    

   $ 48,442 $ 55,945    
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Note 6 – Accounting for Hedging Activities

        A majority of our commodity purchases and sales, which relate to sales of NGL and NGL products associated with our processing and marketing activities,
are at spot market or forward market prices. We use futures, forward contracts and swaps to limit our exposure to fluctuations in the commodity markets and
allow for a fixed cash flow stream from our natural gas and NGL processing and marketing activities and to limit our exposure to commodity price fluctuations in
our inventory of NGL and NGL products. On January 1, 2001, we adopted the provisions of SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities. We did not have any derivative contracts in place at December 31, 2000, and therefore, we did not recognize any transition adjustment in our combined
financial statements.

        In connection with some our processing activities, we are compensated by sharing in the value of the NGLs that are extracted as part of the processing
activities. We entered into fixed for floating cash flow hedge transactions to provide stable cash flows from the anticipated sales for some of these NGL and NGL
products. Additionally, we enter into fixed for floating fair value hedge transactions to protect the value of a portion of our NGL and NGL products in our existing
inventory. We generally enter into hedge transactions for periods not exceeding 18 months and no ineffectiveness exists in our hedging relationships because all
purchase and sale prices are based on the same index and volumes as the hedge transactions.

        The following table presents information about our hedging activities at December 31:

Cash Flow Hedges         
Commodity Price Swaps    2003   2002   2001  

Number of open contracts    5   6   32  
Contract expiration    1 month   1-3 months  1-6 months 
Contract volumes (Mbbls)    46   11   50  
Weighted average price received (per bbl)   $ 25.49 $ 21.88 $ 13.65



Weighted average price paid (per bbl)   $ 26.18 $ 17.16 $ 23.61
Swap fair value asset (liability) (in thousands)   $ (32) $ 50 $ (496)
   
Fair Value Hedges   
Commodity Price Swaps    2003   2002   2001  

Number of open contracts    2   3   1  
Contract expiration    1 month   1 month   1 month  
Contract volumes (Mbbls)    20   50   10  
Weighted average price received (per bbl)   $ 23.73 $ 18.55 $ 20.16
Weighted average price paid (per bbl)   $ 28.04 $ 22.79 $ 13.65
Swap fair value asset (liability) (in thousands)   $ (86) $ (212) $ 65 
 

bbl = barrel   
Mbbl = thousands of barrels   

        We estimate the entire $32,000 of unrealized losses included in other comprehensive income at December 31, 2003, will be reclassified from accumulated
other comprehensive income as a reduction to earnings over the next 12 months. When our derivative financial instruments are settled, the related amount in
accumulated other comprehensive income is recorded in the income statement in operating revenues or cost of natural gas and other products, depending on the
item being hedged. The effect of reclassifying these amounts to the income statement line items is recording our earnings for the period at the “hedged price”
under the derivative financial instruments.

        We recognize the realized and unrealized gains and losses from our fair value hedge derivative financial instruments associated with our inventory of NGL
and NGL products currently in the statements of operations in cost of natural gas and other products.

        The fair value of our derivative financial instruments at December 31, 2003, 2002 and 2001 are reflected in our balance sheets in other current assets or other
current liabilities as appropriate.
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        The counterparties for our hedging activities in 2003 are Gulfstream Trading, Ltd, Duke Energy NGL Services and Morgan Stanley Capital Group Inc. In
2002 and 2001, the counterparty to our hedging activities was El Paso Merchant Energy North America Company. We do not require collateral and do not
anticipate non-performance by these counterparties.

Note 7 – Commitments and Contingencies

        Environmental

        We are subject to extensive federal, state and local laws and regulations governing environmental quality and pollution control. These laws and regulations
require us to remove or remedy the effect on the environment of the disposal or release of specified substances at current and former operating sites. We have
approximately $2.2 million and $2.3 million recorded at December 31, 2003 and 2002 for costs associated with remediating discharges of specified substances
into the environment.

        On December 16, 2003, we received a Notice of Enforcement (NoE) from the Texas Commission on Environmental Quality (TCEQ) concerning alleged
Clean Air Act violations at our Shoup, Texas plant. The NoE included a draft Agreed Order assessing a penalty of $365,750 for the cited violations. The alleged
violation pertains to emission limit exceedences, testing, reporting and recordkeeping issues in 2001. We submitted a response to the TCEQ in February 2004
contesting several of the allegations and the penalty calculation. Resolution of this matter is pending additional discussions with the TCEQ. In December 2003,
we accrued for this penalty and reflected the amount in other current liabilities at December 31, 2003. While the outcome of this issue cannot be predicted with
certainty, based on current information and our existing accrual, we do not expect the ultimate resolution of this matter to have a material adverse effect on our
financial statements.

        It is possible that new information or future developments could require us to reassess our potential exposure related to environmental matters. We may incur
significant costs and liabilities in order to comply with existing environmental laws and regulations. It is also possible that other developments, such as
increasingly strict environmental laws, regulations and claims for damages to property, employees, other persons and the environment resulting from current or
past operations, could result in substantial costs and liabilities in the future. As new information becomes available, or relevant developments occur, we will
review our accruals and make any appropriate adjustments.
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Note 8 – Major Customers

        The percentage of our revenue from major customers was as follows at December 31:

2003 2002 2001

Dow Hydrocarbons & Resources Inc    13%   -   -  
El Paso Merchant Energy North America Company 1    16%   42%   38%  
Valero Refining - Texas, L. P    13%   10%   19%  

 

   1 Affiliated company.   

        During 2003 we reduced our transactions with El Paso Merchant Energy North America Company, a subsidiary of El Paso Corporation, and began to replace
those transactions with similar arrangements with third parties.
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 (b) Pro forma financial information.

  Not applicable.

 (c) Exhibits.

 23.1     Consent of PricewaterhouseCoopers LLP.



SIGNATURES

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

   
 ENTERPRISE PRODUCTS PARTNERS L.P.
 
 By: Enterprise Products GP, LLC, as general partner
 
 
 
 
Date: April 16, 2004 By:    /s/ Michael J. Knesek

  

Michael J. Knesek 
Vice President, Controller, and 
Principal Accounting Officer of 
Enterprise Products GP, LLC
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EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

        We consent to the incorporation by reference in the (i) Post-Effective Amendment No. 1 to Registration Statement on Form S-8 (No. 333-36856) of
Enterprise Products Partners L.P.; (ii) Amendment No. 2 to Registration Statement on Form S-3 (No. 333-102778) of Enterprise Products Partners L.P. and
Enterprise Products Operating L.P.; (iii) Registration Statement on Form S-8 (No. 333-82486) of Enterprise Products Partners L.P.; and (iv) Registration
Statement on Form S-3 (No. 333-107073) of Enterprise Products Partners L.P., of our report dated April 15, 2004 relating to the combined financial statements of
El Paso Hydrocarbons, L.P. and El Paso NGL Marketing Company, L.P., which appears in this Current Report on Form 8-K of Enterprise Products Partners L.P.

/s/ PricewaterhouseCoopers LLP

Houston, Texas 
April 16, 2004


